
Country Partnership Strategy: Armenia, 2014–2018 

 

POVERTY ANALYSIS (SUMMARY) 
 

A. Recent Trends, Profile, and Determinants of Poverty  
 
1. Income poverty. Armenia enjoyed rapid economic growth from the mid-1990s to 2008.1 
Combined with strong inflows of remittances and effective social protection, growth led to 
considerable declines in poverty indicators: the poverty incidence fell from 53.5% in 2004 to 
27.6% in 2008,2 of which the incidence of extreme (food) poverty declined from 4.4% to 1.6% 
over the same period (Table 1).3 Inequality declined, as evidenced by the Gini index, which 
decreased from 39.5 to 33.9 between 2004 and 2008.4 
 

Table 1: Share of Population Living Below Selected Poverty Indicators, 2004–2013  
(%) 

 

Item 2004 2008 2009 2010 2011 2012 2013 

Below upper general poverty line 53.5 27.6 34.1 35.8 35.0 32.4 32.0 

Below lower general poverty line 32.6 12.6 20.1 21.3 19.9 13.5 13.3 

Below extreme poverty line 4.4 1.6 3.6 3.0 3.7 2.8 2.7 

On less than $1.25 (at PPP) a day 7.6 1.4 1.6 2.5 2.5 … … 

 … = not available, PPP = purchasing power parity. 
 Source: National Statistical Service (NSS) and World Bank (accessed 20 November 2014). 

 

2. The poverty trend reversed sharply in 2009, when Armenia was hit by the global 
economic crisis and its gross domestic product (GDP) plummeted by 14.1%. Despite the 
government’s efforts to mitigate the adverse economic and social impacts of the crisis, the 
proportion of the poor in the population increased to 34.1%, from 27.6% a year earlier, and the 
incidence of extreme poverty more than doubled to 3.6%. Growth resumed in 2010–2013, but 
the poverty indicators are still above the pre-crisis levels: in 2013, 32% of the population was 
considered poor, of which 2.7% extremely poor.5  
 
3. Non-income poverty. While some indicators of non-income poverty improved more or 
less steadily in the past 10–15 years, others fluctuated substantially from year to year (due in 
part to changes in methodologies of reporting and data collection).6 For example, the under-five 
mortality rate dropped from 15.8 to 11.1 per 1,000 live births between 2010 and 2013. The 
maternal mortality ratio, however, oscillated between 9 and 36 per 100,000 births during 2002–
2013, with an overall declining trend.7 The percentage of the population with access to an 
improved water source increased from 88.1% in 1996 to 98.7% in 2013. The progress on access 
to a centralized sewerage system is much slower, particularly for rural households. The primary 
school gross enrollment rate fell from 94.6% in 2001 to 90% in 2004, before rising to 94.1% in 
2013.8  
                                                
1
  This summary is based on background materials, including National Statistical Service (NSS). 2014. Social 

Snapshot and Poverty in Armenia: Statistical Analytical Report Based on the Results of the 2013 Integrated Living 
Conditions Survey (ILCS) of Households. Yerevan; and studies by Asian Development Bank (ADB) staff and 

consultants. Also see Economic Analysis (Summary) and Note on Inclusive Growth, all accessible from the list of 
linked documents in Appendix 2. 

2
   According to the NSS’s earlier methodology, the incidence of poverty fell from 55% in 1998 to 39% in 2004. 

3
  The current methodology uses three poverty lines: (i) an upper general poverty line (with people living below it 

referred to as the poor), (ii) a lower general poverty line (the very poor), and (iii) an extreme (food) poverty line (the 
extremely poor). All of them are based on consumption and were estimated at (i) $95.7, (ii) $78.9, and (iii) $56.1 per 
month per adult equivalent in 2013, according to the NSS. 

4
  Actual inequality is most likely underestimated by the Gini indicators. See Note on Inclusive Growth (accessible from 

the list of linked documents in Appendix 2). 
5
  The share of the population living on less than $1.25 and $2.00 a day at purchasing power parity (PPP) in 2010 was 

smaller in Armenia than in Georgia, Kyrgyz Republic, Tajikistan, and in middle-income countries as a group (World 
Development Indicators Database). 

6
  The non-income indicators of poverty and unemployment in Armenia from various sources demonstrate significant 

discrepancies and inconsistencies, and it is not always possible to reconcile these data. 
7
  NSS and World Development Indicators Database. 

8
  NSS. ArmStatbank Database (http://armstatbank.am). 
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4. Due to fairly broad access to basic services (in part a legacy of the former Soviet Union), 
health and education outcomes in Armenia compare favorably with those in many other countries 
at a similar level of development. Notably, the infant and under-five mortality rates are lower, and 
the immunization and school enrollment rates are higher in Armenia than in many other lower 
middle-income countries. In 2013, life expectancy at birth was 74.8 years and the adult literacy 
rate was close to 100% in Armenia, compared with an average of 65.5 years and 70.9% for 
lower middle-income countries. Armenia was classified as a country with high human 
development, and ranked 87th out of 186 countries (i.e., ahead of most developing countries) on 
the Human Development Index in 2013. The index value increased steadily from 0.648 in 2000 
to 0.730 in 2013.9 
 
5. Progress toward the Millennium Development Goals. Armenia is on track to achieve 
the Millennium Development Goal (MDG) targets related to the eradication of extreme poverty, 
achievement of universal primary education, gender equality in education, child and maternal 
mortality, incidences of malaria, HIV/AIDS, and access to safe drinking water. The progress is 
mixed, however, on the MDG targets pertaining to achievement of full and productive 
employment and decent work for all, including women and young people; gender equality in 
employment and representation; tuberculosis incidence; and access to centralized sewerage 
systems, especially in rural areas. Armenia is unlikely to achieve the MDG targets relating to 
biodiversity loss and environmental sustainability.10          
 
6. Determinants of poverty variation. The incidence, depth, and severity of poverty vary 
considerably by locality. Notably, the percentage of the population living below the upper general 
poverty line is lowest in Yerevan (the capital city, accounting for 34% of the country’s total 
population) and highest in other urban areas (31% of the total population). The incidence of 
extreme poverty is lowest in rural areas (35% of the population) and highest in urban areas 
outside of Yerevan. The depth and severity of poverty are much greater in secondary towns than 
in the capital city and rural areas. The reason is that income-earning opportunities are limited in 
urban areas outside of Yerevan, and the urban poor do not have easy access to farming and 
other kinds of self-employment that exist in rural areas.  
 
7. Some regions (marzes) of the country are much poorer than others mainly because of the 
differences in the availability of income-earning opportunities. Shirak, which was devastated by a 
major earthquake in 1988, is the poorest marz, with almost 46% of the population living below 
the upper general poverty line in 2013. It is followed by Kotayk and Lori, where about 40% of the 
population lived below the upper general poverty line in 2013. The incidence of poverty is below 
the national average in Aragatsotn, Tavoush, Syunik, Vayotz Dzor marzes, and Yerevan.11  
 
8. Access to, and quality of, basic services (such as health care, education, water supply 
and sanitation) also vary by locality, some to a greater extent than others. For instance, the 
number of doctors per 10,000 residents ranged from about 80 in Yerevan to 14 in Gegharkunik in 
2013. The variability in access to an improved water source was less pronounced, with almost 
the entire urban population (99.9%) having it in 2013, compared with 96.3% of the rural 
population. Around 96% of urban residents had access to improved sanitation facilities in 2013, 
against 17.5% of rural residents.   
 
9. Household size. Significant variations are also manifest in the incidence of poverty by 
household size, age, gender of household head, and education. Larger households (especially 
those with children) tend to be poorer, translating into a relatively higher incidence of poverty 

                                                
9
  United Nations Development Programme (UNDP). Human Development Report 2014. New York. International 

Human Development Indicators Database (http://hdrstats.undp.org/en/tables). 
10

  Detailed information on Armenia’s progress toward the MDGs is in Table 1 of the Country and Portfolio Indicators 
(accessible from the list of linked documents in Appendix 2).  

11
  Shirak is located in the northwest of Armenia, Lori and Tavoush in the north, Kotyak and Yerevan at the center,       

Aragatsotn in the west, and Syunik and Vayotz Dzor in the southeast.    

http://hdrstats.undp.org/
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among children. People with better education are less likely to be poor, indicating that access to 
quality education helps reduce poverty. Poverty is more common in households headed by 
women with children under the age of six than in households headed by men with children under 
the age of six.12  
 
10. Labor force status. The labor force status is a major determinant of poverty. The 
incidence of poverty is significantly higher among the unemployed and economically inactive 
population (retired, students, and others) than among the employed (Table 2). It is particularly 
high among the unemployed and economically inactive population in urban areas outside 
Yerevan, which—combined with a relatively low labor force participation rate and high 
unemployment rate in urban areas—largely explains why the incidence of poverty in urban areas 
outside of the capital city is so high.13 Also, the incidence of poverty is higher among households 
with no employed member than among households with an employed member. 
 

Table 2: Labor Force Status and Poverty, 2013 
 

 Item % of the Cohort Living Below the Upper General 
Poverty Line 

% of the Cohort Living Below the 
Extreme Poverty Line 

Total Yerevan Other urban 
areas 

Rural 
areas 

Total Yerevan Other 
urban 
areas 

Rural 
areas 

Labor force 
participants 

27.9 23.4 34.2 27.3 1.9 1.6 2.9 1.5 

Employed 25.6 20.2 30.2 26.5 1.5 1.0 2.2 1.5 
Unemployed 39.8 33.1 48.5 40.7 3.8 3.1 5.8 1.1 

Non-participants 35.3 27.3 41.8 37.4 3.7 2.6 4.9 3.7 

Source: NSS. 2014. Social Snapshot and Poverty in Armenia 2013. Yerevan. 

 

11. Although the incidence of poverty among the employed is lower than the national 
average, it is still quite high (25.6% in 2013) because many of the employed have low earnings. 
Indeed, earnings are quite low in agriculture, public administration, education, health care, and 
social services, which together account for about 60% of total employment. Earnings are fairly 
high in construction, transport, communications, and financial and business services, but these 
sectors make up only 17% of total employment. Hence, reducing income poverty requires not 
just increasing employment, but doing so through creation of well-paid jobs and raising earnings 
of those who are already employed. 

 
12. Remittances. Remittances of international migrants are an important determinant of both 
income and non-income poverty in Armenia. According to the International Monetary Fund’s 
estimates, remittance inflows averaged around 16% of GDP over 2007–2013.14 An Asian 
Development Bank (ADB) study on remittances and poverty in Central Asia and the South 
Caucasus found that 26.3% of Armenian households received remittances, and remittance 
receipts on average accounted for 48.8% of their total income in 2006.15 The ADB study further 
found that remittances most likely reduced income poverty and student absenteeism for 
economic and employment-related reasons, had a significant positive impact on expenditure on 
education and educational attainment, and helped recipient households accumulate wealth, 
which served as a buffer against adverse income shocks.16 
 

                                                
12

  The possible explanation is that having a small child often makes working outside of home difficult for a woman and 
pushes her household into poverty if there is no income-earning man in the household. 

13
  According to the household survey data, the labor force participation rate was 63.4% in 2013 (58.3% in urban and 

72.5% in rural areas). The unemployment rate recorded 16.2% in 2013, higher in urban (23.4%) than in rural areas 
(6.0%), and being particularly high in Yerevan (30.2%). 

14
  Economic Analysis (Summary), accessible from the list of linked documents in Appendix 2. 

15
  The proportion of remittances-receiving households in the total number of households, and the mean share of 

remittances in their total income, have most likely increased since 2006. 
16

  ADB. 2008. Remittances of International Migrants and Poverty in Armenia. Consultant’s report. Manila (TA 6315-
REG); and ADB. 2008. Econometric Analysis of Impacts of Remittances on Household Behavior, Poverty and 
Inequality in Armenia, Azerbaijan, Kyrgyz Republic and Tajikistan. Consultant’s report. Manila (TA 6315-REG). 
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B. Government’s Poverty Reduction Strategy and Social Protection System 
 
13. The government’s long-term poverty reduction strategy is embedded in the Armenia 
Development Strategy 2025, which aims to reduce the share of the population living below the 
upper general poverty line to 13.0%, and the incidence of extreme poverty to 1.8% by 2025.17 
Armenia has an elaborate social protection system comprising both contributory (social 
insurance, including contributory pension and unemployment allowance) and noncontributory 
(social assistance) programs, the most important of which is the family benefit program.18 It is 
designed to provide cash assistance to the poor and vulnerable groups of the population, such 
as the elderly, persons with disabilities, and families with many children. It is fairly well targeted, 
with about 72% of the program resources going to the poor.19  
 

14. Total budgetary expenditure on cash-based social protection schemes amounted to 7% 
of GDP in 2013. Many people directly or indirectly benefited from these schemes, with 53.9% of 
households having pension income, 13.5% of households receiving assistance through the 
family benefit program, and 4.5% of households benefiting from other cash-based schemes. 
Cash income received through various social protection programs on average made up 16.6% of 
total household income in 2013. The social protection system plays an important role in shielding 
people from poverty. If the cash-based social protection schemes were terminated and their 
beneficiaries were not able to compensate the resulting decrease in their income with income 
from other sources, poverty would have increased considerably.20 Likewise, despite not being 
means-tested, pensions contribute most to poverty reduction in part because of their wide 
coverage. 
 
C. Asian Development Bank’s Strategy 
 
15. Building on its comparative strengths, ADB will support the government’s poverty 
reduction agenda by helping the country (i) foster inclusive economic growth through improved 
internal and external transport links and enhanced energy security, and (ii) promote development 
of secondary towns, especially those located in relatively poor marzes. To help Armenia improve 
its internal and external transport links, lower transport costs, and boost development of 
secondary towns, ADB will continue supporting the north–south road corridor development, and 
assist the country in improving its other road links to Georgia, as well as its internal roads 
connecting secondary towns to each other and to the north–south road. To foster economic 
growth in secondary towns, ADB will help develop the towns’ long-term visions, improve water 
supply, solid waste management, and urban infrastructure maintenance, especially along the 
north–south road and in the poor marzes (e.g., Shirak, Lori and Kotayk).   

16. Knowledge products and services. ADB’s policy analysis and advisory services will 
help reduce poverty by improving the business environment, focusing on policy and regulatory 
reforms that boost job creation and particularly benefit small businesses. ADB will undertake an 
assessment of seismic safety of public schools and hospitals in secondary towns with a high 
share of poor people. ADB will continue promoting women’s participation in economic activity 
through direct and mainstreamed gender-equity components in projects. 

                                                
17

  Government of Armenia. 2014. Armenia Development Strategy 2025. April. 
18

  Other social assistance programs and benefits include non-contributory pensions (e.g., old-age social and disability 
pensions), universal cash transfers to expectant mothers and working mothers with children under the age of two, 
free access to health care for the poor, and social care services. 

19
  NSS. 2014. Social Snapshot and Poverty in Armenia 2013. Yerevan. 

20
 The percentage of the population living below the upper general poverty line would be 45.9% in 2013, and the 

incidence of extreme poverty would be 17.8%, according to the NSS. 


