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10. LABOUR MARKET 
 
 
 
 The economic basis for the labour market formation was created by the liberalization of the economy at 
the beginning of 1990s, while the legal basis was founded by the adoption of the RA State Law on Employment in 
1992. The analysis of dynamics and trends of changes of the employment is based on the official statistics, as 
well as on the data of certain sample surveys conducted to study the mentioned problem. 
 The dynamics of changes in economically active population of the Republic (considering the officially 
registered unemployment) is presented by the following indicators: 
 
 

 1992 1993 1994 1995 1996 1997 1998* 
in % over the previous year.        
    total active population  - 101.4 97.7 99.3 100.1 97.1 96.9 
    employed - 97.8 96.4 99.3 97.2 95.6 98.4 
    unemployed (average annual  
    number) 

 
- 

 
298.6 

 
121.4 

 
100.0 

 
140.2 

 
112.3 

 
83.7 

As % of economically active population        
    employed 98.2 94.7 93.4 93.3 90.6 89.2 90.7 
    unemployed 1.8 5.3 6.6 6.7 9.3 10.8 9.3 

--------------------  
* 1998 - preliminary data   
 
 
 
 At the beginning of 1990's one of the specifications of labour market was that the decrease of 
employment and the increase of unemployment were not equivalent to the decline of the macroeconomic 
indicators. Thus, if in 1993 the GDP in the Republic has decreased by 2.1 times over  1990, while the volume of 
industrial production has decreased by 2.3 times, then the total employment has decreased only by 1.1 times, 
while the number of industrial-production stuff - by 1.3 times. In 1992 the average monthly level of officially 
registered unemployment comprised 1.8%. Since 1992 a continued decrease in total employment was recorded 
in Armenia (2.4% annually in average), which is weak correlated with general economic processes.  In spite of 
some economic growth (in 1998 the level of GDP of 1992 was exceeded by 120%), the decrease of the number 
of employed is still recorded -  in 1998 it has decreased by 1.6% over the previous year (the reduction of 
decrease rates is noticed i.e. in 1997 it comprised 4.4% over the previous year). 
 The reduction of employed population was accompanied with changes in its structure. In 1998 the 
employment has sharply decreased in production sphere (industry, construction, transport, communication) by 
53.3%, in comparison with 1991. The opposite picture is observed in the  agriculture sector: The land privatisation 
was accompanied with increase in employment in this sector - by 43.4%, making it an important sphere for 
involving the excess labour force excluded from the production sphere. Other important spheres for involving the 
labour force are the services and trade. Though the decrease in the number of employed was also registered 
here, its rate was essentially lower than it was in production sphere, for instance, in 1998  the number of 
employed has decreased by  15.6 % over 1991 in this sphere of economy. 
 The creation of new working places as a tool to resist the increasing unemployment in the Republic was 
actually connected with the development of the private sector. For instance, in 1998, 66,2% of the total number of 
employed was concentrated in the private sector of the economy, 32.6% - in state sector and 1,2% - in public and 
religious organizations and foundations. In 1991 this indicators comprised   30.1%, 67.2% and 2.7% 
correspondingly 
 The dynamics of number of employed in the economy and the structure of its changes by the sectors of 
economy are presented in the table below:  



 20 

 
Distribution of number of employed by the sectors of economy, as % of 

total  
Years Total number of 

employed in the 
economy, in % over the 

previous year 
state private public and religious organizations, and 

foundations  
1991 102.5 67.2 30.1 2.7 
1992 94.4 58.9 39.2 1.9 
1993 97.8 56.4 41.9 1.7 
1994 96.4 53.4 45.2 1.4 
1995 99.3 49.8 48.9 1.3 
1996 97.2 38.9 59.9 1.2 
1997 95.6 37.1 61.7 1.2 
1998* 98.4 32.6 66.2 1.2 

------------------------ 
* Data for 1998 are preliminary.  
 
 
 The development of the private sector in the Republic is connected with the creation of new economic 
entities, as well as with the process of privatization. The privatization process has started in the Republic since 
early in 1990s (with the privatization of small units of trade and services sphere) and progressed since 1995 by 
privatization of big and medium-size enterprises of the production sphere. Though this phenomenon has 
promoted the increase of the private sector, however it doesn’t entail to the increase of the level of employment 
but was accompanied with the decrease of the staff and by accumulation of hidden unemployment. Thus, if the 
share of obvious not full employed comprised 5.6% in 1993, in the industry comprised 9.1%, then in 1997 these 
indicators comprised correspondingly 16.2% and 41.0 %. The problem of not-full employment was sharper in the 
big-size enterprises. Thus, in the enterprises with 100 and more employees 81% of persons who are 
concentrated on compulsory administrative leaves, 95% of part-time employees (on the base of results of the 
Labour Force Survey conducted in June 1996). On the contrary, according to the results of the same survey the 
small-size enterprises (up to 100 employees)  are distinguished by reduction of superfluous labour force and high 
efficiency of working places turnover. Thus, we can say that since the beginning of 1990's in the Republic the 
increase of employment  was noted in the  private sector: in 1998 over  1991 it comprised 75.6%. The private but 
not big-size enterprises served as  sources for new working places (which entailed the structural changes of 
working places on behalf of  stable working places). It is known, that the working places in the state sector and in 
the big-size industry are stable, but in the small business they are described as a  not-stable. 
 The officially registered unemployment in the Republic had a trend of increase during 1992-1997, 
besides some exceptions noted at the end of 1994 and at the beginning of 1995. Only in 1998 the decrease in the 
number of registered employed was recorded during the whole year. That was stipulated by the changes in RA 
Law on Employment and by the reduction of unemployment definition (one year length of service at the  
minimum). The level of officially registered unemployment has increased from 1.8% to 10.8% during 1992-1997, 
while in 1998 it comprised  9.3 %.  
 The distribution of the number of unemployed by sex reveals  the higher share of women: in 1998 it 
comprised 69.4%, versus 63.5 % in 1992, while the data on age structure testified about the continued increase of 
30 - 50 age-group: from 39.4 % - in 1994 it has increased to 54.7% in 1998. The shares of other age groups 
remain on the same level or have changed not so essentially. 64.1 % of unemployed have a secondary and not-
full secondary education, 23.7 % have a secondary specialised education and  12.2% have a high education.  
         The quantitative, geographical and specialised disparity between the labour force  supply and demand in the 
labour market has brought to the law efficiency of job finding and to the chronic unemployment. By the way, 
this situation remains  unchanged in the Republic since 1992: the average duration of unemployment comprised 
14,3 months in 1998. Regarding the assessment of efficiency of job-finding through the employment agencies it 
can be stated that 6,5% of unemployed have find a job during the first three months of unemployment;  7.9 % - in  
3-6 months,  17.7% - in 6-12 months, while 67.9% in more than 12 months.   

 
 

 


