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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 
Targeting classification: General Intervention 

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership 
Strategy 

Armenia continues to face challenges in reducing poverty and eliminating extreme poverty, accelerating human 
development, and mitigating disparities in territorial development to promote inclusive and sustainable economic 
growth. The overarching goal of the Government of Armenia’s long-term strategy is to improve the welfare of the 
society. In 2014, the government revised its 2008 Sustainable Development Program to address post-crisis 
challenges and adjust to new economic realities. The Armenia Development Strategy for 2014–2025 (ADS), 
replaced the Sustainable Development Program and identified the following four priorities: (i) growth of 
employment, (ii) development of human capital, (iii) improvement of the social protection system, and (iv) 
institutional modernization of public administration and governance. The first two priorities are aimed at lifting the 
majority of people out of poverty by accelerating human development through better access to public services, and 
promoting opportunities for jobs and income generation. The remaining two priorities are aimed at providing 
effective targeting and support to vulnerable groups and better public sector investment through improved 
efficiency and promoting good governance. Under the ADS, the government plans to reduce the poverty level from 
32.0% in 2013 to 13.0% by 2025 by raising employment incomes and increasing public spending on social 
insurance and social assistance with better targeting.

 a
 The program also aims to reduce extreme poverty to 1.8% 

by 2025. Reducing poverty to the declared level is ambitious, requiring significant work and focus by the 
government on these four priorities. 

In 2014, the Asian Development Bank (ADB) and the Government of Armenia agreed on new country partnership 
strategy (CPS) for Armenia for 2014–2018.

b
 The approved country operations business plan (COBP) for Armenia, 

2016–2018 focuses on the core areas of (i) improving regional roads and urban roads in Yerevan and in 
secondary cities; (ii) water and other urban infrastructure and services, by focusing on urban environments and 
supporting targeted interventions in secondary cities; and (iii) energy, by enhancing energy security through the 
diversification of energy sources and rehabilitating and upgrading of power transmission and distribution 
networks.

c
 The infrastructure sustainability support program, phase 2 is in line with the CPS, COBP and ADB’s 

Strategy 2020. The COBP supports the cross-cutting CPS strategic priorities of governance, and institutional 
strengthening, private sector development, and regional cooperation along with other areas. The Infrastructure 
Sustainability Support Program (Phase 2) builds on the results of phase 1 of the program and continues to support 
government’s efforts in modernizing the public administration and governance in the public finance management 
(PFM) area, road and water sectors. Phase 2 of the program also expanded focus to address challenges in the 
power sector, and is also consistent with the government’s priorities and commitments.  

B. Results from the Poverty and Social Analysis during PPTA or Due Diligence  
Key poverty and social issues. In 2014, 30.0% of the population was below the poverty line, with 2.3% being in 

extreme poverty. This is a slight improvement from 2010 (35.8% below the poverty line and 3.0% in extreme 
poverty) because of a rebound in economic growth. However, an adverse external economic environment 
(negative growth in the Russian Federation, the main trading partner, and a global economic slowdown) will 
continue to impact negatively on employment opportunities and the population’s ability to generate sustainable 
income. A growing budget deficit and reduced fiscal revenues are also putting additional pressure on the 
government to meet its poverty reduction targets. The government plans to maintain its level of support to the 
social protection system including contributory and non-contributory programs. In 2015, the government spent 
27.7% of its budget on social protection and pensions. Cash income received through various social protection 
programs on average made up 15.8% of total household income in 2014. The social protection system plays an 
important role in shielding people from poverty. Social assistance consists of several programs, including the 
Family Benefit Program, a means-tested unconditional transfer currently covering about 105,000 households, and 
an the Emergency Benefit Program covering about 9,000 vulnerable households that do not qualify for the Family 
Benefit Program. In July 2015, to address increases in the power tariff, the government introduced a temporary 
subsidy for 1 year, which was financed by the government and the Tashir Charity Foundation. The Government 
subsidized 13% of the electricity bill of residential end-users consuming up to 250 kilowatt-hours per month, which 
is the monthly average consumption of the bottom 40% of income earners in the country.

d
 Because of a decrease 

in gas prices and a revised tariff methodology, the monthly electricity bills are expected to drop by AMD2.58 or 
5.9% to final consumers.

e
 

Improvements to the water sector (supply of drinking water and sanitation) will have direct health impacts by giving 

http://www.adb.org/Documents/RRPs/?id=46220-006-3
http://www.adb.org/Documents/RRPs/?id=46220-006-3
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people greater access to better quality water supply. Improvements to the road system will increase people’s 
access to important services such as schools and health clinics. Greater connectivity through improved roads will 
also increase economic integration, which can lead to greater entrepreneurial activity, better access to markets, 
and more jobs. Reforms in public financial management in the roads, water and power sectors make public 
expenditures in these areas more effective, efficient, and accountable. Further, improvements in service delivery 
and value-for-money in these important areas will help accelerate growth and create additional fiscal resources for 
social expenditures. The ADS has an objective of annual investments in the drinking water system amounting to 
0.4% of gross domestic product (GDP) and investments should focus on the 560 rural communities that are not 
connected to the water system grid. Secondary cities and rural areas still have water rationing and allocating 
limited funds is critical, especially for rural communities, if they are to benefit from a more regular and higher-
quality water supply. In the road sector, the ADS has an objective of annual public investments averaging 1.6% of 
GDP during 2014–2017. Following that period, planned expenditure should equate to about 1% of GDP (85% of 
which will be for the road network). ADB support under phase 2 of the program is expected to improve power 
distribution tariff methodology, and improve governance and financial management in the power sector. Public 
financial management reforms in road, water and power sectors will indirectly contribute to poverty reduction. 
However, indirect social impacts are expected as there are improvements in the quality and quantity of public 
roads, efficiency and reliability of power supply and quality of drinking water and sanitation. No adverse impacts 
requiring mitigating measures have been identified.  

Beneficiaries. The main beneficiaries of the program will be the general population which includes current and 

future users of roads, water and power sector infrastructure. They will benefit from more effective, efficient, and 
accountable services and increased public expenditure. This includes rural and urban beneficiaries with limited 
road connectivity and irregular access to potable water. Power users will also benefit from more reliable and 
efficient services. Budget support will create greater fiscal resources for the government to fund important social 
expenditures in road (including greater allocation for maintenance of existing road network), power and water, 
which will ultimately stimulate economic growth and reduce poverty.  

Impact channels. The road, power and water sectors feature prominently in the government’s development 

agenda given their direct social and economic impact. Impacts will be channeled through public and private 
service providers in these areas. While direct impact channels are difficult to quantify, these include increased 
employment opportunities; improved living conditions; and reliable provision of services because of better and 
much more reliable access to road, power, and water infrastructure. Overall, better quality water supply will bring 
immediate health benefits to consumers. Indirectly this will mean lower medical costs and more disposable 
income. Better and more connected roads give consumers and producers greater access to markets, jobs, and 
social and commercial services. Power users will benefit from improved power supply reliability at stable prices to 
help with basic needs. 

Other social and poverty issues. The program is not expected to generate any significant direct social impacts 

related to land acquisition issues, gender, or indigenous peoples.  

Design features. The objective of the program is to help improve the physical and financial sustainability of 

infrastructure investments in roads, power and water, and related service provision through improved results-
based management in these areas. Support to the government budget through the program will allow the 
government to avoid reducing the allocation for social protection while having sufficient resources to stimulate 
economic growth and improve infrastructure. 

C. Poverty Impact Analysis for Policy-Based Lending 

No adverse impact on poor and vulnerable groups is expected from the policy reforms envisaged under the 
program. Improved results-based management will increase fiscal resources, enabling the government to secure 
adequate development financing. The program is expected to have a positive indirect impact on both the poor and 
non-poor as it will contribute to sustaining economic growth by strengthening the efficiency, predictability and 
transparency of public resource planning and use in the road, power and water sectors. Efficiency gains from 
better public financial management are expected to improve the quality, coverage, and delivery of public services.  

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Summarize the participatory approaches and the proposed project activities that strengthen inclusiveness and 
empowerment of the poor and vulnerable in project implementation. Consultations were held with all development 
agencies, key government agencies and other stakeholders during project preparation in Armenia. Lessons and 
agreements from these discussions were incorporated into the program design. 
2. If civil society has a specific role in the project, summarize the actions taken to ensure their participation. N/A  
3. Explain how the project ensures adequate participation of civil society organizations in project implementation. 
Civil society participation will be limited during the implementation of the program. One of the policy actions to 
improve the regulatory framework involves reviewing the public consultation process for regulatory decisions to 
enable greater public engagement to increase transparency and accountability in regulatory decisions. Civil 
society involvement in regulatory decisions is critical and getting input into how to increase transparency and 
accountability in regulatory decisions is crucial. 
4. What forms of civil society organization participation is envisaged during project implementation? 
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x Information generation and sharing x Consultation  Collaboration  Partnership 

5. Will a project level participation plan be prepared to strengthen participation of civil society as interest holders 
for affected persons particularly the poor and vulnerable? 

No. 

III. GENDER AND DEVELOPMENT 
Gender mainstreaming category: Some gender elements 

A. Key issues. While 98% of the population have access to piped drinking water, some villages have access for 

only a few hours per day. When water is not piped in, it has to be collected from public sources, often by women. 
Households use mainly natural gas, followed by power and firewood, for their energy needs. However, not all can 
afford gas supply. In instances of inadequate power supply, women go out and collect fuel. Women represented 
only 17.3% of all employees in power and gas, and 24.7% in the water sector. Improved management of the water 
supply and power sectors is expected to improve households’ accessibility to these resources, which in turn could 
alleviate the time women spent on household chores. The program is requiring at least one woman director be 
appointed to each of state-owned enterprises’ supervisory boards, but could also encourage the recruitment of 
more women to management positions.

 

B. Key actions.  

 Gender action plan       Other actions or measures  No action or measure 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement  Safeguard Category:  A     B      C      FI 

1. Key impacts. No impacts. Activities include country-wide policy reforms, but no civil works requiring 
resettlement. 
2. Strategy to address the impacts. Not applicable 
3. Plan or other Actions.   No action. 

B. Indigenous Peoples Safeguard Category:  A     B      C      FI 

1. Key impacts. Not applicable. The proposed program includes country-wide policy reforms to improve 
infrastructure sustainability. The reforms are not expected to have adverse impacts on minority ethnic groups. 
Is broad community support triggered?     Yes                     No 
If yes, briefly describe the process and outcomes of ascertaining that such support exists. 

2. Strategy to address the impacts. Not applicable 

3. Plan or other actions.    No action      

V. ADDRESSING OTHER SOCIAL RISKS 

A. Risks in the Labor Market  

1. Relevance of the project for the country’s or region’s or sector’s labor market.  No direct relevance. 

 unemployment  underemployment   retrenchment  core labor standards 
 

2. Labor market impact. No direct impact 

B. Affordability  

Any changes to the water tariff subsidy will be conducted in a transparent and accountable manner and will be 
published in the appropriate manner. 

C. Communicable Diseases and Other Social Risks  

1. Indicate the respective risks, if any, and rate the impact as high (H), medium (M), low (L), or not applicable (NA):  

NA Communicable diseases NA Human trafficking 

   Others (please specify) ______________ 
2. Describe the related risks of the project on people in project area. Not relevant 

VI. MONITORING AND EVALUATION 

1. Targets and indicators:  

The expected outcome is improved management and sustainability of the road, water supply and power sectors.  
2. Required human resources: The program team and the implementing and executing agencies will closely 

monitor the performance as described in the design and monitoring framework.  
3. Information in PAM: Not applicable (policy-based lending)  
4. Monitoring tools: The design and monitoring framework targets and channels will be used to monitor the 

program’s outcome and impact. 
a
 National Statistical Service of the Republic of Armenia. 2015. Statistical Analytical Report: Social Snapshot and 

Poverty in Armenia. Yerevan.  
b
 ADB. 2014. Country Partnership Strategy: Armenia,c (2014-2018). Manila. 

c
 ADB. 2015.  Country Operations Business Plan: Armenia, (2016-2018). Manila. 

d
 World Bank. 24 March 2016. Environmental and Social Impact Assessment Final Report of Power Sector Financial 

Recovery Program. Washington. 
e 

“ArmInfo” Independent News Agency. 2016. News report at http://www.arminfo.info/index.cfm?objectid=71F57350-
39F9-11E6-A53F0EB7C0D21663. 24 June.  

f
 ADB. 2015. Armenia Country Gender Assessment. Manila. 

http://www.arminfo.info/index.cfm?objectid=71F57350-39F9-11E6-A53F0EB7C0D21663
http://www.arminfo.info/index.cfm?objectid=71F57350-39F9-11E6-A53F0EB7C0D21663

