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INCLUSIVE AND SUSTAINABLE GROWTH ASSESSMENT 
 

A. Recent Growth, Poverty, Inequality, and Environmental Dynamics 
 
1. Shift from a high growth cycle to a low growth cycle. The gross domestic product 
(GDP) of Armenia in 2018 was estimated to be $12.4 billion with per capita GDP of $4,188 (in 
current dollars) for its 2.9 million population.1 It was reclassified as an upper middle-income 
economy in mid-2018 as the country’s gross national income per capita (Atlas method) reached 
$3,970 in 2017.2 Growth averaged more than 12% during 2000–2008, which was propelled by 
the construction and services sectors, and fueled by high domestic demand resulting from 
increased inflows from commodity exports, remittances, and foreign direct investment (FDI) (see 
Figure 1). However, the global economic slowdown in 2008–2009 and the disruptions in the 
country’s limited trading routes because of the conflict in Georgia in August 2008 saw the 
Armenian economy contract by 14.1% in 2009. Since then, the economy has witnessed both 
slower growth and low investments, with growth averaging just over 4% during 2010–2018. 
Effects of the 2014 Russian economic slowdown were passed through three transmission 
channels—exports, remittances, and investments. Despite the openness of the economy, price 
and exchange rate stability have been maintained, with inflation averaging 1.8% in 2014–2018.  
 

Figure 1. Shift from a High Growth to a Low Growth Trajectory  
(%)

 
( ) = negative. 
Source. Asian Development Bank Central and West Asia Regional Department Economic Database–Armenia. 
Based on official data.  

 
2. Changes in the production structure of the economy. The share of the services sector 
in the production structure has increased. Since the early 2000s, the value-added share of 
agriculture fell from 25.6% in 2000 to 19.2% in 2010 and 15.3% in 2018. The share of industry 
(including construction) rose from 39.0% in 2000 to 45.3% in 2005, but then fell to 37.0% in 2010 
and 28.0% in 2018. Within industry, the manufacturing segment stayed at around 13% during this 
period. The share of the services sector rose from 35.0% in 2000 to 43.8% in 2010 and 56.7% in 
2018.3 In terms of employment, the share of those in employment in agriculture declined from 
44.4% in 2000 to 31.3% in 2017, and in industry sectors it fell from 20.6% in 2000 to 16.9% in 
2017. The excess labor either moved to low productivity jobs in the services sector, whose share 
of employment rose from 35.0% in 2000 to 51.8% in 2017, or emigrated to overseas labor 
markets. Remittance inflows or money transfers from individuals working abroad and from the 

 
1   Asian Development Bank (ADB). 2019. Asian Development Outlook and Database–Armenia Country Chapters. 

Manila.  
2   Countries are classified into one of four income groups—high, upper middle, lower middle, and low—based on the 

gross national income per capita using the Atlas method. The threshold in 2019 between upper and lower middle-
income economies is $3,995, while that between upper middle-income and high income is $12,375.   

3   ADB. 2019. Key Indicators for Asia and the Pacific. 2019. Manila (50th Edition).  
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diaspora, mainly in the Russian Federation and some in the United States, has played an 
important role in the economy, averaging 15.8% of GDP in 2000–2017.4   
 
3. Growth trajectory vulnerable to changes in external environment. Growth averaged 
over 12% during 2000–2008 as construction (nontradables) and the services sector jointly 
contributed two-thirds of aggregate growth (Figure 2). Both areas were fueled by high external 
inflows to the economy, from three sources: (i) high prices and demand for Armenia’s commodity 
exports (copper ore, zinc ore, molybdenum, gold, and lead, typically accounting for more than half 
of the annual export basket), (ii) remittance inflows (averaging 15.1% of GDP during 2000–2008), 
and (iii) FDI (averaging 5.8% of GDP during 2000–2008). Remittances and FDI were primarily 
from the Russian Federation. Within the services sector, trade, transport, and communications 
were key contributors and saw sustained increases. More recently, growth rose to 7.5% in 2017 
and to 5.2% in 2018, and while remittances inflows have been steadily falling, the country’s 
manufacturing segment has expanded, also due to the government’s diversification efforts. 
 

Figure 2. Contributions of Sectors to Growth in 2000–2008 and 2009–2018 (%) 

 
Source. Asian Development Bank Central and West Asia Regional Department Economic Database–Armenia. 
Based on official data 

 
4. Structural factors constrain the external position. The country’s export base is limited, 
and in 2013–2018 total merchandise exports averaged 17.4% of GDP, while total merchandise 
imports averaged 31.4% of GDP, with wide trade deficits at 18.7% of GDP in 2013 and 2014. In 
2017, merchandise exports were 20.7% of GDP and merchandise imports 32.6%. The current 
account deficit averaged 5.4% of GDP during 2013–2018 and was shored up inflows of 
remittances from individuals although this has reduced over the last five years. With its small size 
in terms of land area (less than 30,000 square kilometers, of which 15.7% is arable), population 
(2.9 million), and economy ($12.4 billion GDP during 2018 in current prices), Armenia has been 
further disadvantaged by its inability to access economies of scale. In 2018, mineral products, 
precious stones and metals, and base metals accounted for 51.7% of total exports in terms of 
value, with agro-based products (30.0%), textiles (12.0%), and equipment (2.0%) being the other 
export items. In terms of export markets, the European Union countries have been the main 
destinations and in 2017 accounted for 29.0% of total exports, while the Russian Federation and 
Commonwealth of Independent States accounted for 26.1% of total exports. While there is some 
diversification in export markets, the country’s export basket remains undiversified and reliant on 
copper ore exports.5 In 2017, mining and quarrying accounted for 3.2% of GDP, 9.2% of total 
employment, 20.4% of total industry production, and 30.0% of total exports.6 Prices of copper ore 
were low in 2012–2014, and the main markets since 2015 have been Bulgaria, the People’s 
Republic of China, Switzerland, Georgia, and Germany.  

 
4   World Bank. World Development Indicators. Washington, DC. 
5   Government of Armenia. Statistical Yearbook 2018. Yerevan. 
6   Government of Armenia. Extractive Industries Transparency Initiative. Armenia 2016–2017 Report. Yerevan. 

Copper ore accounted for 97.0% of total ore exports in terms of value (about 475,000 tons), zinc ore 2.0% (10,000 
tons), and molybdenum 1.4% (1,000 tons) in 2017. Armenia is a top 10 country for molybdenum that can withstand 
high temperatures and is used in metallurgy.  
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5. Fiscal implications of regional uncertainty and geophysical and weather hazards. 
Armenia’s location presents difficulties regionally. It is landlocked, and two of its four borders with 
neighboring countries are closed and one is subject to geopolitical risks. Tensions with Azerbaijan 
in particular have direct implications for the country’s defense spending, with about 25% of the 
budget typically allocated for defense purposes.7 Similarly, investment estimates from 2017 show 
that one-quarter of total public investments were for defense. In addition, Armenia is highly 
susceptible to geophysical and weather hazards—earthquakes and landslides—both of which 
have a human impact and fiscal implications. The country is located on the Arabian and Eurasian 
tectonic plate collision zone with the Pambak–Sevan–Syunik fault cutting across.8 The 1988 
Spitak earthquake measured 6.9 on the Richter scale and caused more than 25,000 casualties 
and destroyed 40% of the country’s manufacturing capacity. The direct economic loss was 
estimated at $15 billion–$20 billion.9 It is estimated that losses from geophysical and weather 
hazards from 1994 to 2013 were $1.5 billion (in 2015 value), an annual average over $75 million.10  
 
6. Limited fiscal capacity exacerbated by weak public investment management. The 
country’s revenues including grants have remained stagnant at about 20% of GDP since the mid-
2000s. However, on the expenditure side, after a round of fiscal consolidation during 2009–2012, 
recurrent expenditures increased, widening the fiscal deficit by about three times, reaching 5.5% 
of GDP in 2016 (footnote 7). This triggered the ongoing fiscal consolidation round which has 
brought the budget deficit down from 4.8% of GDP in 2017 to 1.8% of GDP in 2018.11 Spending 
on infrastructure sectors as a percentage of GDP are lower in Armenia compared to other 
Commonwealth of Independent States countries, but are higher for defense (footnote 7). Limited 
fiscal capacity is exacerbated by weak public investment management, affecting allocation of 
resources to priority investments, and their execution. There are no national or sector strategies 
to guide public investments, nor a sound methodology for project identification and appraisal. 
There is no centralized pipeline of projects and difficulties during project implementation 
frequently delay delivery (footnote 7).         

 
7. Continued dependency on official development assistance with high debt levels. 
The effect of an undiversified economy, volatility, and regional uncertainty is low FDI; it averaged 
less than 3% of GDP in 2013–2018. Net official development assistance as a share of central 
government expenditure averaged 14.4% in 2009–2017. Public external debt has risen since 
2009 and averaged 45% of GDP in 2009–2018. Official development assistance dependence is 
expected to continue, although with Armenia attaining upper middle-income status, there is a 
reduction in access to concessional financing. In December 2017, the fiscal framework (Law on 
Budgetary System and Law on Public Debt) was amended by the Parliament to establish new 
fiscal rules based on recommendations of the International Monetary Fund.12 In 2018, the total 
public debt level fell to 55.8% from 58.9% of GDP in 2017, which was the first fall since 2013. 
External public debt is now $4.8 billion and domestic public debt $1.5 billion as of August 2019. 

 
7  International Monetary Fund. 2018. Armenia–Public Investment Management Assessment. Washington, DC.  
8   Armenia. 2017. Institute of Geological Sciences. Yerevan.  
9   ADB. 2015. Proposed Results-Based Loan and Technical Assistance Grant Armenia: Seismic Safety Improvement 

Program. Manila. Since the 1988 earthquake, there have been five measuring 4.5–7.0 on the Richter scale.  
10   World Bank. 2017. Disaster Risk Finance Country Note: Armenia. Washington, DC. 
11  ADB. 2019. Asian Development Outlook chapter on Armenia. Manila.  
12  The pre-amended version stated that government debt outstanding on 31 December of a given year should not 

exceed 60% of GDP of the previous year. The amended framework provides three thresholds for the level of public 
debt: 40%, 50%, and 60%. If the national debt exceeds the 40% threshold, the fiscal deficit should not exceed 
capital expenditures. When the 50% norm is exceeded, the conditions are toughened and, in addition to the previous 
requirement, restrictions are imposed on current expenses and thus provide for the possibility to finance capital 
expenditures only. Approaches are further tightened after the national debt exceeds 60% of GDP, when current 
expenditures should not exceed the total amount of tax revenues. 
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Total debt stock as of December 2018 consisted of external loans and credits (65%), treasury 
bonds (19%), Eurobonds (16%), and small guarantees.13 All benchmark indicators on refinancing, 
interest rate risks, and exchange rate risks are being met. Related here is the redemption of two 
Eurobond issuances (full repayment of $700.0 million bond maturing in September 2020, and 
$500.0 million maturing in August 2025).  
 
8. Private sector mainly consists of small and medium-sized enterprises. The private 
sector in Armenia primarily consists of small and medium-sized enterprises (SMEs). Based on 
available estimates, there were 74,365 SMEs in 2012 that represented 98.0% of all registered 
legal entities but accounted for 43.0% of GDP and 41.7% of employment in the country.14 Most 
SMEs are in the country’s informal economy in agriculture, construction, and wholesale and retail 
trade. These are also the sectors with the largest SME share. Raising the competitiveness of 
SME exporters is crucial.15  

 
9. Nascent financial markets impedes competitiveness. The Global Competitiveness 
Index has highlighted the effects of an underdeveloped financial system in impeding the country’s 
competitiveness. This is in addition to the country’s small market size.16 The finance sector is 
dominated by banks, which account for 85% of sector assets. The banking sector, consisting of 
17 banks, is dominated by foreign-owned banks, which account for more than 50% of total 
banking assets. Access to finance is problematic, especially for SMEs and microbusinesses. 
Banks have traditionally had larger exposures to corporate clients, which are perceived to be 
lower risk.17 Dollarization rates fell in 2018 but are still considered high at 47.2% for loans and 
56.0% for deposits. This constrains maturity transformation in the banking sector, keeping 
average loan tenors short. It reduces the ability of the private sector to take up investment 
opportunities with longer payback and gestation periods.  
 
10. Enabling ecosystem for public–private partnerships is evolving. The government is 
promoting the use of public–private partnerships (PPPs) for services and infrastructure. However, 
a fiscally responsible and development-centric ecosystem for such partnerships is yet to emerge. 
A new law on PPPs, drafted with support from the Asian Development Bank (ADB), was approved 
on 28 June 2019 and is to take effect in January 2020. Currently the secondary legislation is being 
developed and the PPP unit is already established in the structure of the Ministry of Economy. 
PPPs are currently subject to the public procurement regime, which is not tailored for such 
approaches and lacks a standard framework for project appraisal and assessment of fiscal risks. 
There are a few state-owned enterprises left after the disinvestment program of the late 1990s 
and early 2000s. The remaining ones operate as closed joint stock companies for operations in 
areas such as road infrastructure, water, and railways. 
 
11. Poverty rates have fallen but vulnerability is high. Based on the international poverty 
thresholds, in 2017 1.4% of the population lived on less than $1.90/day (2011 Purchasing Power 
Parity, PPP), and 12.3% of the population on less than $3.20/day (2011 PPP) (footnote 3). As per 

 
13  Government of Armenia. 2018. Note on 2019 Annual Borrowing Plan. Yerevan. 
14  National Statistical Service of Armenia. Investing in SMEs in the Eastern Partnership. Armenia Country Report 

2017.  
15  Small enterprises have less than 50 employees and an asset-base and annual sales of less than $1 million. Medium-

sized enterprises have less than 250 employees, an asset base of less than $2 million, and annual sales of less 
than $3 million. 

16  The Global Competitiveness Index assesses a country’s competitiveness in four areas—enabling environment, 
human capital, markets, and innovation ecosystem. 

17  ADB. 2017. Proposed Loan and Equity Investment Ameriabank CJSC Strengthening the Banking Sector for 
Financial Inclusion (Armenia). Manila. 
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national estimates, the poverty rate was 25.7% in 2017 based on consumption per adult below 
the national poverty line of AMD41,612 per month or about $2.78 per day using 2017 prices.18 
The total cohort of 25.7% consists of 15.1% poor, 9.2% very poor, and 1.4% extremely poor, with 
the threshold of extreme poverty of AMD24,269 per month and of very poor AMD34,253 per 
month (2017 prices). There is a greater difference in poverty rates between Yerevan and the 48 
secondary towns (5.4%), compared to urban versus rural poverty (1.8%).19 Feminization of 
poverty is reflected in a higher incidence for households headed by women (29.2%) than for those 
headed by men (24.4%) in 2017 (footnote 18). It is estimated that total poverty in 2017 was 1.9% 
lower than in 2008 (footnote 18). There was increase in poverty in 2009–2010 after the economy 
underwent a severe contraction. Higher poverty rates are seen in the country’s north-west areas.  
 
12. Poverty levels have led to labor migration. The Gini index was 35.9 (2017), while the 
growth rate of household expenditures of the bottom 40.0% (2.3%) of population was half 
compared to that of the total population (4.6%) during 2011–2016. Given the high rates of poverty, 
vulnerability, and inequality, there have been high rates of migration. Based on 2017 data, about 
25% of the country’s households had family members above 15 years of age who were involved 
in either external or internal migration during 2014–2017 (footnote 18). Of this, about 50% of the 
migrations were triggered by a search for employment opportunities. Migration to the Russian 
Federation accounted for close to 80% of total migration. Four out of five migrants (about 90,000) 
were external migrants who had not returned for 3 months, of whom 70.6% were in the Russian 
Federation and the remainder in the country.   
 
13. Crucial gender issues and disparities persist. The labor force participation rate of 
women is 51.4% compared to 70.6% for men (2017), and the proportion of employed women 
working part time is 34.0% compared to 18.0% for men.20 Armenia has a high economic 
dependency ratio,21 and more women participating in the labor force could counteract these 
population dynamics.22 Gender expectations of their caregiver role is the main reason for women’s 
lower participation rates in the labor market.23 Those women in the labor force earn 67.5% of what 
men earn. Gender-based occupational segregation is also a key factor contributing to the wage 
gap, with women concentrated in lower paying areas like agriculture (which employs 35% of 
working women compared to 28% of men), public administration, education, health, and social 
services (which employs 30% of women compared to 19% of men). The proportion of female 
births is also low because of the high prenatal sex-selection rate, which is a practice that highlights 
the need to transform gender norms that contribute to a preference for sons. Despite progress in 
political representation, women hold one-quarter of parliamentary seats,24 and 9.4% of council 
members of local self-governance bodies are women.25 Violence against women is an issue, with 
8% of women experiencing physical or sexual violence from an intimate partner according to 
official statistics.26 Many women are reluctant to report domestic violence and so the incidence is 

 
18  Government of Armenia. 2018. Social Snapshot and Poverty in Armenia. Statistical and analytical report. Based on 

the findings of the 2017 Integrated Living Conditions Survey. Yerevan. 
19  In 2017, the national poverty rate was 25.7%, Urban poverty was 25.0% (in Yerevan 22.4%, other secondary towns 

27.9%), and rural poverty 26.8%.   
20  United Nations Development Programme. 2018. Human Development Report Data. New York. 
21  The working-age population is 45% of the total population compared to the world average of 54%.  
22  World Bank. 2017. Future Armenia–Connect, Compete, Prosper. Systematic Country Diagnostic. Washington, 

DC. 
23  Media Model. 2018. Youth-focused and gender sensitive labor market research in Armenia. Yerevan. 
24  United Nations (UN) Women. 2019. Women in Politics. New York.  
25  United Nations High Level Political Forum on Sustainable Development. 2018. SDG Implementation Voluntary 

National Review: Armenia. Yerevan. 
26  UN Women. 2019. Global Database on Violence Against Women: Armenia. New York.  
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considered to be higher.27 The government has introduced domestic violence legislation, but it 
requires further amendments to meet international standards, on access to justice and support 
services for women experiencing domestic violence. The government has drafted the Gender 
Equality Strategy 2019–2023 to address gender discrimination in social and economic spheres 
and has committed to reinvigorating the national machinery for gender that has been inactive.  
 
14. Environment and climate change issues need sustained support. Waste 
management remains a problem, with no landfill sites meeting international standards present in 
the country. Legal dump sites are available, but many waste disposal sites are informal areas 
identified by the local community. However, recently, chemical composition and waste volumes 
of these disposal sites have been identified, based on which the rehabilitation and neutralization 
measures are to be planned. There are also no dedicated disposal sites for hazardous waste. 
Environmental standards are largely subject to the pre-independence standards and there is 
limited capacity for environmental enforcement. As of 2014, Armenia’s annual carbon dioxide 
emissions were 5.5 million tons per year, or less than 2.0 tons per capita, which is significantly 
lower than the global average of approximately 5.0 tons per capita.28 The energy sector 
contributes 70% of annual emissions, primarily from energy use by the transport, industry, and 
commercial sectors. The government has identified adaptation priorities in its nationally 
determined contributions that covers ecosystems (aquatic, forestry), health, water resources 
management, agriculture, energy, infrastructure, and tourism. Technical and financial support will 
be needed for such adaptation and mitigation efforts.  
 
15. Regional cooperation and integration are fundamental priorities. Given the 
precarious geopolitical reality that Armenia faces and with two of its four borders with neighboring 
countries closed and one subject to sanctions and geopolitical tensions, regional cooperation and 
integration are crucial in the context of the government’s economic transformation plans. Armenia 
joined the Eurasian Economic Union (EEU) in January 2015. The country signed the 
Comprehensive Enhanced Partnership Agreement with the European Union in November 2017, 
which has resulted in closer relations in energy, transport, trade, and investment. While the 
European Union countries were one of the main destinations for Armenian exports, accounting 
for 29.0% of total exports in 2017, the EEU and the Commonwealth of Independent States were 
not far behind at 26.1%. Armenia joined the World Trade Organization in 2003, and has multiple 
regional, multilateral, and bilateral trade agreements, including the Generalized System of 
Preferences Plus (GSP+) status. 
 
B. Key Impediments to Inclusive and Sustainable Growth 
 

1. Need for Diversified Growth 
 
16. Infrastructure deficits, especially in transport and energy, must be addressed to 
underpin medium-term growth and improve access to services. Annual infrastructure 
investment requirements for Armenia in 2018–2022 are estimated to be 18% of GDP (out of which 
70% is for transport investments, 20% for the energy sector, 6% for information and 
communications technologies, and the rest for water and sanitation).29 Of this total infrastructure 
pool required, it was further estimated that 60% was needed for catch-up investment to the levels 
of advanced economies, 10% for supporting future growth, and 30% for operations and 

 
27  International Center of Human Development. 2017. Qualitative Study on Increasing the Efficiency of the Practice 

and the Initiatives of Providing Multi-Sectoral Response to Domestic Violence in Armenia. Yerevan. 
28  Carbon Dioxide Information Analysis Center. 2017. Global CO2 Emissions from Fossil-Fuel Burning, Cement 

Manufacture, and Gas Flaring: 1751–2014. Oak Ridge. 
29   European Bank for Reconstruction and Development. Transition Report 2017-2018–Sustaining Growth. London. 
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maintenance (footnote 29). Public capital stock is estimated to have declined from 160% of GDP 
in 2000 to 62% of GDP by 2017 and public investments have been less than 5% of GDP since 
2012, which is half the regional average (footnote 7). Given Armenia’s landlocked location and 
difficult relations with its eastern and western neighbors, improving connectivity with markets and 
minimizing transport costs remain key.30 While transport infrastructure investments have slightly 
improved the quality of infrastructure, it is still below the regional average, and doing trade in the 
Caucasus remains a challenge, as reflected in the Enabling Trade Index in the Global Trade 
Enabling Report 2016 of the World Economic Forum.31 This index estimates trade barriers 
through seven pillars, both policy induced and natural barriers.32 Increased efforts and the EEU 
accession resulted in improvements in the country’s Logistics Performance Index.33 
 
17. Road transport accounted for 85% of the total freight traffic in 2017, while railways 
accounted for 9%, the pipeline network 5%, with the remainder through airways.34 Roads also 
account for 87% of the total passenger traffic.35 The rail network consists of 1,329 line-kilometers 
(km) of broad-gauge track, of which only about 500 km are serviceable. The country has two 
airports served by international carriers.36 Three main constraints are faced in transport. First is 
the legacy of a transport network that was designed to serve the needs of the centrally planned 
economy of the former Soviet Union. Second is the country’s landlocked nature, which is further 
compounded by its mountainous topography and severe climate conditions. Third are the 
geopolitical issues that have affected important transportation routes. When combined with high 
transport costs, these constraints impede competitiveness. There are four border crossing 
points—three along the border with Georgia and one on the border with Iran. The Bagratashen, 
Bavra, and Gogavan crossing points were modernized under European Union and United Nations 
Development Programme projects. The North–South Road Corridor, supported by ADB, is the 
country’s largest infrastructure project since independence.37 The corridor comprises the M1, 
which is the Yerevan–Gyumri–Georgian border interstate road, and the M2, which is the Yerevan–
Yeraskh–Goris–Meghri–Iranian border interstate road. The Armenia–Georgia Border Regional 
Road (M6 Vanadzor–Bagratashen) is a strategic regional link between Vanadzor in Armenia and 
the border with Georgia at Bagratashen. The M6 carries traffic for internal and external trade as 
it is the shortest link between Yerevan in Armenia and Tbilisi in Georgia. The Yerevan Western 
Bypass Ring Road is regionally significant as it links the M1 to the M2. 
  
18. In energy, while the sector performance has improved since independence (e.g., 24-hour 
electricity services to the population reached in 2017, drop in network losses to less than 15%, 

 
30   Armenia only has open borders with neighboring Iran to the south and Georgia to the north. Borders to the west 

with Turkey and to the east with Azerbaijan are closed. 
31   World Economic Forum, Global Alliance for Trade Facilitation. The Global Enabling Trade Report 2016. Geneva 
32  In the 2016 report, Georgia was ranked 41, Armenia 68, Azerbaijan 71, and Iran 132.   
33  World Bank. 2018. Logistics Performance Index. Global Rankings 2018. Washington, DC. Armenia was ranked 92 

in 2018 compared to 141 in 2016. There have been major improvements in customs and tracking and tracing criteria 
scores and smaller gains in infrastructure, international shipments, logistics competence, and timeliness.    

34  Government of Armenia. 2018. Statistical Yearbook of Armenia. Yerevan.  
35  The country’s road network is well-developed, totaling 7,530 kilometers (km) that are categorized as interstate 

(1,759 km), republican (1,966 km), and local roads (3,805 km). Nearly 70% of all interstate and republican roads 
are paved, while about less than one-third of that network has four lanes. Because of lack of maintenance funding 
over the previous 10 years, most roads are in poor condition. 

36  Yerevan’s Zvartnots International Airport is the largest airport, handling approximately 2.5 million passengers per 
year. Shirak International Airport is located in Gyumri and handles about 105,000 passengers per year. 

37  The project is divided into five tranches, of which tranches 1–3 have been or are currently financed through ADB 
loans. Tranche 3 is cofinanced by the European Investment Bank. The Eurasian Development Bank has proposed 
funding of the southern section of the corridor. The northern section, tranche 5, which the government considers for 
ADB financing, would complete the remaining link from the city of Gyumri to the Georgian border at Bavra.  

 

https://en.wikipedia.org/wiki/Zvartnots_International_Airport
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improvements in commercial viability of the sector companies), energy security remains a 
concern. With no proven fossil fuel reserves, Armenia is dependent on imports from the Russian 
Federation through Georgia and imports from Iran. Armenia continues its focus on diversification 
of energy sources to increase its energy independence and security, given scheduled retirement 
of its nuclear power plant. Upgrade of its transmission infrastructure and expansion of cross-
border interconnections with neighboring countries are the main agenda of its sector development 
for the next 5 years. Improved energy infrastructure networks and increased interconnections with 
neighboring countries also open up opportunities to export seasonal surpluses. Further attention 
needs to be paid to renewable energy development, with the aim of maximum utilization of the 
available solar and wind potential through private sector investments. Renewable energy could 
create opportunities for the private sector, including women’s enterprise development. Energy 
efficiency improvements remain a key priority. Focus needs to continue on rehabilitating or 
upgrading old electricity generation, transmission, and distribution assets through investments 
from the public and private sectors. Related energy efficiency policies and regulations need to be 
developed and enacted, covering not only the electricity segment but also natural gas, which is 
an expensive imported item used for heating and household purposes. 
 
19. There is potential need for PPPs and private sector operations for transport and energy 
infrastructure investments, especially given the country’s ongoing fiscal consolidation process, 
which is not going to allow significant new public sector borrowings during the country partnership 
strategy (CPS) period. For road transport, the government is seeking to attract private capital in 
the form of PPPs for the southern sections of the north–south road corridor. There is also a need 
to move beyond financing transport infrastructure investments and support creation of a regional 
economic corridor and initiate the process of identifying priority investments (including through 
private sector financing) that best link the European Union markets with the EEU markets. In the 
energy sector, ADB has considerable experience with its private sector operations. In 2018 ADB 
provided a $44 million nonsovereign loan to ArmPower CJSC, a special purpose company, to 
help expand and diversify power generation sources developed by the private sector in Armenia. 
This project complements ADB’s earlier financing to a private sector power distribution company, 
Electric Networks of Armenia. In 2017, ADB provided an $80 million loan to Electric Networks of 
Armenia CJSC to help improve electricity distribution and increase energy independence and 
efficiency in Armenia. 
 

20. Enabling environment for private sector development must be strengthened. The 
government’s reform pathways for improving the business environment for private sector 
development and combating corruption are to reduce monopolization, remove barriers to entry 
for new entrants, lower the rates of tax evasion, shrink the size of the informal economy, and 
increase access to markets. Monopolies and control of corruption are two lagging areas that in 
the past have hampered the business environment. For example, estimates from 2017 show that 
business risks related to competition policies arising from vested interests, unfair competitive 
practices, and price controls in Armenia were the second highest in Eastern Europe and the 
Caucasus region after Ukraine (footnote 22). Armenia also had the highest share of monopolies, 
duopolies, or oligopolies in the manufacturing segment among the Commonwealth of 
Independent States in 2017, that in turn were attributable to corruption, weak law enforcement, 
and collusion between entrepreneurs and the judiciary. The most concentrated markets were in 
sugar, butter, and gasoline.38 
 
21. Amendments to the tax code feature a low flat tax of 23% with plans to bring it down to 
20% by 2023. The business profit tax has been lowered to 18% from 20% with the aim to increase 

 
38   Friedrich Ebert Shiftung. 2013. Monopolies in Armenia prepared by Hrayr Maroukhian Foundation. Yerevan. 
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competitiveness, attract investments, and simplify the system for SMEs.39 This is part of an effort 
to boost tax collection, which in 2018 was among the lowest in the region at 22.3% of GDP, and 
reduce the size of the informal economy, which is estimated to have averaged about 43.0% of 
GDP during 1991–2015.40 The tax amendments are also in line with ensuring symmetry of the 
business environment, including on tax and tariff issues, with neighbors such as Georgia and to 
avoid flight of businesses. On Doing Business Indicators, while Armenia has received a relatively 
high rank of 41 out of 190 countries (in 2019), its scores are brought down in areas such as 
dealing with building permits, and resolving insolvency.41 Further, of the six transition indicators 
that track the reform momentum of countries, Armenia was rated higher than Georgia in the 2019 
report for three of the six criteria (green, inclusive, and resilient), lower in two (well-governed, 
integrated) and equal in one (competitive). Although Armenia fares better than all other Central 
Asian economies, Kazakhstan performed higher in two criteria (competitive, inclusive).42 
 
22. With Armenia now reclassified as an upper middle-income economy, there may be limited 
access to concessional financing sources for its infrastructure development and increased 
reliance on mobilizing debt financing from its domestic capital markets. It is also important to 
reduce the public sector’s balance sheet exposure to exchange rate risks and maintain the local 
currency sovereign debt benchmarks for financial system liquidity management and maturity 
transformation. But the fiscal transition from external (mainly concessional) sources of finance to 
local-currency-denominated government securities and private sources of finance over the 
medium term must follow a prudent and effective public debt management strategy. This will 
ensure that, during the transition, the financing needs of the government will continue to be met 
at a minimal cost and are balanced against the need to develop domestic debt markets and 
reduce exchange rate risk exposures. Such efforts must also follow a fiscally transparent and 
more efficient approach to corporatized state-owned enterprises and project finance through 
PPPs for public infrastructure services and investments. Given that these regulatory challenges 
are significant and difficult to resolve quickly, it is important to find a strategic and pragmatic way 
to systematically involve the diaspora as agents of development. A planned framework for 
engagement with the Armenian diaspora could consist of four pathways—philanthropic 
contributions, transfer of human capital, diaspora tourism, and direct investments.43 
 
23. Limited results from previous economic diversification efforts. The previous 
government attempted an export-led industrial development strategy (2011) and developed the 
analytical base on economic diversification. But implementation of its findings was slow and the 
results from this effort limited. The objectives of this policy were to push the scale of discovery of 
new economic opportunities in export markets, raise sophistication levels of the country’s export 
basket, create a portfolio of niche export products, collaborate with the private sector, and attract 
FDI. Six clusters were prioritized using a multiple criteria assessment which were a combination 
of resource-, skills-, and knowledge-based industry and service segments. These six clusters 
were food (brandy, wine making, mineral water, fish breeding, fruits, and vegetables); tourism; 
health (pharmaceuticals, medical equipment); light industry (textiles, apparel, footwear); jewelry, 

 
39  A flat personal income tax rate of 23% is now in place (to be brought down to 20% by 2023) instead of the 

progressive rates with three tax brackets of 23% (for those earning less than AMD150,000, about $310), 28% (for 
those earning AMD150,000–AMD2 million, or $4,000), and 36% (for those earning more than AMD2 million). 
Taxpayers are to contribute an additional 2.5% of their salary each month to social security. An offsetting tax is 
planned for tobacco use.   

40  International Monetary Fund. 2018. Shadow economies around the world. What did we learn over the last 20 years? 
Washington, DC.   

41   World Bank. 2019. Doing Business–Measuring Business Regulations. Washington, DC. 
42   European Bank For Reconstruction and Development. 2018–2019. Transition Report. Work in Transition. London.     
43  International Organization for Migration and Migration Policy Institute. 2012. Developing a Roadmap for Engaging 

Diasporas in Development. Geneva. 
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diamond cutting, and watch making; and high technologies (information technology [IT], precision 
engineering, biotechnologies, engineering services).  
 
24. Action plans were prepared for each of these six clusters with cluster-specific steps on tax 
and customs regimes to promote exports and investments, access to finance, access to markets, 
business development advisory services, and research and development. These were combined 
with horizontal measures to improve the enabling environment for business, such as modernizing 
infrastructure, ensuring favorable trade regimes, and eliminating trade barriers. In addition, laws 
were enacted on free economic zones, technology parks, business incubators, and reducing 
regulations, although the results have been limited. While dialogue between the stakeholders 
proved promising, execution remained slow; attracting FDI especially proved to be a challenge.44 
This approach could be revived with further updates. A longer-term vision of developing the 
innovation ecosystem for prioritized growth drivers through improved education curriculum, 
university collaboration, incubation, and business development services would be needed.         
 
25. Investments in human capital, especially in education and health sectors, are a 
foundation to medium- to long-term growth. Investment in human capital underpins broad-
based growth. Structural reforms and investment (in that sequence) in these sectors are critical 
as a foundation for medium- and long-term growth. Improving service quality and coverage is also 
important for inclusivity. In addition to productive investments that address infrastructure 
bottlenecks, accessible and quality education and health services are needed to ensure that 
people can engage in the economy. About 31% of children aged 0–5 years are enrolled in 
preschool, with the figure at 20.6% in rural areas. Early childhood education not only improves 
learning outcomes in later years but is also crucial for women with young children who want to 
participate in the labor force.45 Public expenditure on education as a share of total public 
expenditure has remained low at 2.8% in 2016, with 66.0% of it allocated to general education, 
9.0% to tertiary, and 7.0% to vocational levels. The 12-year education, which consists of primary 
level or basic schools (4 years), secondary and high schools levels (8 years), was mandated as 
compulsory from 2017. Despite the low resource allocation, access rates have been high. Primary 
education enrollment rate in 2017 was 89.5% with near gender parity (females 89.1%, males 
89.8%). Enrollment rate at the secondary level was 90.1% and for high school level was down to 
65.5%. Tertiary enrollment rate in 2017 was 56% (female 62%, male 52%). A technical and 
vocational education training (TVET) track consists of preliminary vocational education (6 
months–3 years) and middle vocational education (2–5 years). However, the share of students in 
TVET as a percentage of total upper secondary students was only 26% in 2016 because of 
reputational and perception issues of TVET courses.46 
 
26. Despite high access rates in general education, the quality of education outcomes has 
lagged, as reflected in the achievement level of students who scored just below the international 
average of 500 in the Trends in International Mathematics and Science Study in 2011. In addition, 
gender norms are influencing education choices, a factor that could contribute to a mismatch in 
the supply and demand of skills to drive the economy. The majority of women study in fields 
related to the arts, social science, teaching, and health. With the overall plan of the new 
government for an economic transformation where entrepreneurship and technical skills of the 
labor force are key, there are many reforms under way that need further support. Plans for reforms 
are being prepared in general education (changes to the national qualifications framework, 

 
44  World Bank. 2015. Export-Led Industrial Development Strategy: Implementation Review and Recommendations on 

New Toolset. Washington, DC. 
45  United Nations Children’s Fund. 2019. Early childhood education. New York. 

https://www.unicef.org/education/early-childhood-education 
46  European Training Foundation. 2018. Armenia–Education, Training and Employment Developments 2018. Turin. 

https://www.unicef.org/education/early-childhood-education
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curriculum reforms, school management systems, teacher training and grading systems, work-
based learning approaches for TVET, education management information systems), vocational 
education (quality improvement, region-specific courses), higher education (regulatory reforms in 
governance, flexible education programs), and in the field of science (centers of excellence). In 
addition to coordination issues between the Ministry of Education and Sciences and the Ministry 
of Labor and Social Affairs on areas such as work-based learning approaches, sector governance 
is also impeded by a fragmented arrangement with multiple institutions. Revisions to curricula and 
teacher training represent a key opportunity to address gender stereotypes in educational 
materials and integrate gender equality into student learning.  
 
27. Life expectancy rates are among the highest across the ADB’s Central and West Asia 
member countries at 75.4 years (2017). National programs in immunization and maternal and 
child health care have helped to reduce maternal and infant mortality rates. The infant mortality 
rate declined to 8.2 per 1,000 live births in 2017 from 26.6 in 2000. This rate is higher than in 
countries such as Georgia, Kazakhstan, and the Russia Federation. The maternal mortality ratio 
decreased to 25 per 100,000 live births in 2017 from 40 in 2000, and the government has identified 
that further improvements will require a better integration of reproductive health services into 
primary health care to improve access, especially for rural women.47 Studies on the prevalence 
of noncommunicable disease (NCD) risk factors reveal gender differences. Men fare worse on 
several lifestyle risk factors including tobacco use, while women fare worse on others such as 
time spent on physical activity.48 Combined NCD risk factors are higher in men. This reveals the 
need for gender-sensitive public health programs that address NCD risk factors.  
 
28. A commitment to universal health coverage is enshrined in Armenia’s constitution as well 
as the government’s program released in 2019. At the same time, the country’s health system 
faces several challenges, and improvements in population health outcomes have been slower 
compared to similar countries in recent years. Total health expenditure per capita for Armenia in 
2014 was about 4.5% of GDP. The country is a low spender relative to GDP in comparison to its 
neighbors. For the same year, 43% of total health spending was government and 57% was private 
spending. In terms of sources of financing, out-of-pocket spending accounted for 53.5% of total 
financing in 2014. The country also suffers from a significant gender gap in health outcomes. Men 
face relatively higher mortality and morbidity rates. There are geographical inequalities in terms 
of lagging health outcomes outside of Yerevan. 
 

2. Need for Wider Inclusiveness 
 

29. Limited access to economic opportunities and quality services in secondary towns. 
About 63.8% of the population lived in urban areas in 2017. The population of Yerevan (1.12 
million) accounts for more than 57% of the total urban population and over one-third of the total 
population. There are 48 secondary towns, but their limited access to economic opportunities is 
reflected in slightly higher levels of poverty rates to those found in rural areas. More than 70% of 
the country’s total poor people live in these 48 secondary towns and rural areas based on 
estimates from 2017.49 Findings from ADB’s support to urban development categorized Armenia’s 
urban areas into four groups: (i) Yerevan as the primary city; (ii) three secondary growth centers—
Gyumri (based on IT, tourism, textiles), Vanadzor (on chemical, thermal plant), and Kapan (on 
copper mining); (iii) secondary towns with potential for economic development—Armavir, 

 
47  Republic of Armenia. Ministry of Health. 2016. Reproductive Health Improvement Strategy and Action Plan 2016 – 

2020. Yerevan.  
48  Republic of Armenia. National Institute of Health. 2018. STEPS National Survey: Prevalence of 

Noncommunicable disease risk factors. Yerevan.  
49  Poverty rates in the secondary towns were consistently higher than rural poverty levels prior to 2017 estimates.   
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Artashat, and Ararat (based on cement, gold, agroprocessing, building materials); and (iv) 
secondary towns with high tourism potential—Jermuk, Dilijan, Sevan, and Tsaghkadzor.50 With 
Gyumri as the northern gateway to the country along the north–south road corridor that is 
supported by ADB, scoping activities could be undertaken to assess the viability and feasibility of 
developing a domestic economic corridor between Yerevan and Gyumri. 
 
30. Low competitiveness of the agriculture sector with weak value chains. Armenia’s 
agricultural area is limited as only 22% of this small landlocked country’s land area is arable. 
Given the relatively small area for agricultural production (estimated at about 446,000 hectares 
[ha]), individual subsistence farmers hold only about 1.5 ha on average. This ranges, on average, 
from 0.51 ha in the Ararat region to 2.79 ha in Shirak. This subsistence nature of agricultural 
production has promoted the use of unsustainable production practices and overgrazing in 
pasture areas, which has led to high rates of soil erosion. It is estimated that about 80% of 
agricultural land is subject to some form of land degradation, 20% of arable lands is eroded, and 
roughly 20% of the irrigated areas are affected by salinity. Only 30% of the arable land has access 
to irrigation facilities. Market infrastructure for harvesting, storing, processing, and distribution are 
still underdeveloped, limiting commercial links between agribusinesses and smallholder farming 
families. This problem is aggravated by limited levels of collaboration and cooperation among 
farming families, which prevents them achieving economies of scale or improving access to 
inputs, markets, and technologies. There is a shortage of agricultural extension services and 
training to provide proper farm education to the country’s rural communities. While the urban 
population has near-universal coverage on access to basic services, rural access rates are lower 
for drinking water (77%), waste collection (63%), and sewerage network (17%), which in turn 
adversely impacts women, placing greater pressure on their time.51 
 
31. Land management and development of a land market is a government priority. No sex-
disaggregated data on land ownership exist, but the process of land registration is focused on 
distribution to heads of households, the majority of whom are men. Women have limited de facto 
land ownership rights, which limits their participation in farm management decisions and irrigation 
committees, and their collateral to access financial services. Creation of wholesale markets for 
agricultural products and increasing poultry production are also government priorities. There are 
plans to create an analytical center focused on informing sector activities. Efforts are needed 
using the value-chain framework to increase competitiveness of the agriculture sector. These 
could cover (i) accelerating productivity growth and enhancing value addition of horticulture and 
livestock products; (ii) analyzing by gender the time spent on productive and domestic tasks on 
farms and introducing technologies and equipment that save time and add value; (iii) promoting 
marketing and branding of horticulture produce with export potential; (iv) making food quality and 
safety a crosscutting priority; (v) improving the enabling business environment through research, 
extension, institutional links, and support for women’s agribusiness development; and (vi) access 
to market information and financial services with a focus on women farmers. 
  
32. Scaling-up needed on risk reduction arising from geophysical and weather hazards. 
Despite the country’s high susceptibility to geophysical and weather hazards, Armenia continues 
to have limited provision of risk financing, and has high fiscal risks. Local governments are 
dependent on the central government for financing activities arising from geophysical and weather 
hazards. Similarly, on climate change issues, the country would need to develop a targeted 
financial mechanism for investments in climate change mitigation and adaptation. This could 

 
50  ADB. 2015 Proposed Multitranche Financing Facility Armenia: Sustainable Urban Development Investment 

Program. Sector Assessment (Summary) Urban Transport. Manila.   
51  Food and Agriculture Organization. 2018. Gender, agriculture and rural development in Armenia. Rome. 
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comprise a domestic revolving fund supported by environmental and carbon taxes, and a 
mechanism to facilitate and attract international climate finance from the Green Climate Fund or 
Adaptation Fund, among others. The mitigation and adaptation priorities, including capacity 
building, financing, and gender mainstreaming requirements, align well with ADB’s experience in 
the region. Opportunities to contribute to the government’s climate change goals may include 
climate-resilient agriculture and water resources infrastructure, disaster risk reduction 
management including gender equality approaches, low carbon energy and transport including 
energy efficiency, forestry, and policy and financing frameworks to catalyze green investments. 
 

3. Need for Multidimensional Regional Cooperation and Integration   
 
33. Given the importance of having a multidimensional approach to regional cooperation and 
integration, there is a need for sustained analytical work on how to align the requirements of 
different multilateral forums and trade agreements with the country’s development priorities. 
Armenia is a member of over 40 different international organizations and has been a member of 
the World Trade Organization since 2003. It has access to major markets through the membership 
in the EEU; free-trade agreements with other Commonwealth of Independent States; preferential 
trade agreements with the European Union, the United States, Canada, Japan, Switzerland, and 
Norway; and proximity to Iran and the Middle East. 
 
34. The European Union, EEU, and Iran represent a market of over 800 million consumers, 
but accessing this would require support in terms of physical connectivity, aligning taxes and 
tariffs, and reducing nontariff barriers. For this to happen, more focused efforts would be needed 
on developing regional economic corridors and scaling-up successful efforts on creating 
economic and industrial zones. This needs to be complemented by strengthening sustainable 
improvements in freight transport and trade logistics, including through PPPs. There is also a 
need to balance multiple interests while complying with current obligations and managing 
competing requirements. For example, after the EEU membership, to match its average external 
tariff rate with the European Union, Armenia will have to increase import tariffs (but has been 
granted a temporary waiver, allowing it to apply its current low tariff on about 1,000 goods during 
the transition period). Armenia currently enjoys a GSP+ arrangement with the European Union, 
which permits it to export over 7,000 items into European Union countries at reduced or zero tariff 
rates. In addition, Armenia also qualifies to export its products under the United States 
Generalized System of Preferences (GSP) program to the United States, Canada, Japan, 
Norway, and Switzerland. Maintaining these arrangements will require sustained support for 
policy makers, research institutes, businesses, and the private sector.  
 
35. The 2016 memorandum of understanding signed between Armenia, the Russian 
Federation, Georgia, and Iran offers a point of entry and a plan to prepare joint energy projects 
and increase cooperation in the energy sector. In this area, private sector financing could also be 
mobilized. For example, a cross-border run-of-river hydro power plant with an estimated cost of 
$300 million is to be commissioned by Armenia with private sector financing. Power generated 
from this plant is to be fully exported to Iran through a proposed power purchase agreement for 
15–20 years. Beyond bringing private financing to the regional cooperation and integration effort, 
there also need to be ways to leverage the fast-growing IT subsector in this effort. As of 2017, the 
Armenian IT subsector consisted of 650 companies working on areas such as customized 
software, web design, IT services, consulting, and mobile applications. The annual turnover of 
the subsector is estimated to be $612.7 million and exports are estimated to be $340.0 million. 
The subsector has 16,000 employees, 35%–40% of whom are women. 
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C. Implications for ADB Country Engagement 
 
36. The country’s development program for 2019–2023, released a month after the new 
government was formed in January 2019 following early parliamentary elections in December 
2018, aims to build a competitive and inclusive economy with high technology, industrial, and 
environmental standards.52 Key areas in improving economic capabilities are a series of structural 
reforms to simplify state regulations for businesses, eliminate barriers for businesses, improve 
the investment climate, simplify tax and customs policies, integrate domestic with external 
markets, and develop businesses outside Yerevan through targeted official policies. To increase 
public administration efficiency, key ongoing reforms will restructure ministries, raise the quality 
of service delivery, improve fiscal and debt management, increase transparency in public 
procurement, and widen the scope of oversight bodies. To raise human potential, key reforms will 
modernize and improve the education and health sector services, better target social protection 
measures, promote population growth, and ensure demographic stability. For infrastructure 
development, the priorities are to improve roads and road maintenance, deploy road asset 
management systems, develop renewable energy and energy saving systems, introduce an 
agriculture insurance system, and modernize water and irrigation management systems.   
 
37. Three delivery platforms are planned by the government to achieve these objectives. 
These are (i) a diaspora platform to channel external resources, both finance and human capital, 
drawn from the Armenian diaspora, which numbers about 8 million; (ii) an innovation, 
entrepreneurship, and skills platform to quickly turn ideas into products with relative ease; and (iii) 
a policy and enabling environment platform covering issues like tax, anticorruption, transparency, 
and tariffs. Twelve plans with performance indicators are being prepared for each of the ministries 
now being restructured. Four changes are especially key to ADB’s upcoming CPS: (i) the 
transport segment of the Ministry of Transport, Communication and Information Technologies is 
now subsumed under the Ministry of Territorial Administration and Infrastructure, while the 
Communications and IT part is to be moved into the Ministry of High Technologies; (ii) the Ministry 
of Energy Infrastructures and Natural Resources is to be merged with the Ministry of Territorial 
Administration and Infrastructure; (iii) the Ministry of Agriculture is to be merged with the Ministry 
of Economic Development and Investments and renamed the Ministry of Economy; and (iv) the 
Ministry of Diaspora is to be disbanded and moved to the Prime Minister’s Office under a high 
commissioner for Diaspora affairs. Sustained engagement is needed during this restructuring to 
minimize any disruption to the ADB portfolio.  
    
38. During the CPS period ADB would need to build on its ongoing road programs—such as 
the north–south road corridor investments, Armenia–Georgia border regional roads, and 
connectivity within and across secondary towns. Beyond improving implementation of the north–
south and Armenia–Georgia border regional road projects, a concerted effort would need to be 
made to move beyond financing roads to creating a western Caucasus economic corridor. A 
conference is scheduled in 2020 in collaboration with United Nations Conference on Trade and 
Development where a communique is planned to support the creation of the economic corridor 
and initiate the process to identify priority investments that best link to the European Union and 
the EEU markets. In the energy sector, during the CPS period, ADB could further support upgrade 
of Armenia’s transmission infrastructure and expansion of cross-border interconnections, 
especially with Georgia, which will open new export avenues for Armenia’s surplus energy.53 
Capacity development and institutional reforms to reinforce asset creation will need to be 

 
52   Government of the Republic of Armenia. 2019. Government Program 2019–2023. Yerevan 
53  In 2016, Armenia, Georgia, Iran, and the Russian Federation signed a memorandum of understanding and agreed 

to prepare a plan for joint energy projects. 
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continued. While there has been a successful increase in nonsovereign support through private 
sector operations, with total commitments since 2007 reaching $322 million, ADB will need to 
maintain this momentum. Sustained efforts will be needed to source nonsovereign opportunities 
in infrastructure, finance, corporate finance (agribusiness, health), state-owned enterprises, and 
subsovereign financing windows, in addition to PPPs. 
 
39. A slightly smaller resource envelope can be anticipated for the upcoming CPS (2019-
2023) due to: (i) planned ADB focus on consolidation of the ongoing program, besides the 
government’s fiscal consolidation efforts; and (ii) lower demand for policy-based loans (PBLs) 
from the government, compared to the previous CPS (2014-2018). ADB could continue to support 
the government’s ongoing reform process and if there is a fiscal necessity to scale-up, then ADB 
could accordingly go in with increased financing and PBLs. 
 
40. Based on the national development priorities, ADB’s comparative advantage, and its 
ongoing program, ADB could explore a two-pronged approach in the 2019–2023 CPS as follows: 
 

(i) Pathways for broader-based growth with deeper regional connectivity. Given 
that Armenia is a small and isolated economy, ADB pathways here could include 
(a) transport and energy infrastructure support to diversify connectivity with 
markets from both the public and private sector sides; (b) financial market 
development and support to ongoing government-led structural reforms to remove 
barriers to entry for companies, attract FDI, reduce the shadow economy, and 
leverage access to markets; (c) contribute to small business in rural areas through 
agriculture value-chain development and improving access to finance to raise 
competitiveness; (d) lay the foundation for investments in health and education 
focusing on policies and regulations to improve sector governance, coverage, and 
service delivery; and (e) provide technical assistance to identify new products for 
exports with sector-specific policies to raise exports and achieve economies of 
scale.  
 

(ii) Pathways for wider inclusiveness. Given the high levels of vulnerability in the 
Armenian population, ADB pathways here could (a) focus on developing 
secondary towns that in aggregate have higher poverty rates than rural areas; and 
(ii) combine risk reduction arising from geophysical and weather hazards, building 
on the ADB-supported ongoing seismic school safety work, with support to 
environmental management, and climate change issues. Concerted effort is also 
needed to improve women’s participation in the labor force through support for 
women’s education and training in nontraditional sectors such as transport and 
energy, as engineers, technicians, and other related occupations. 


