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SECTOR ASSESSMENT (SUMMARY): WATER AND OTHER URBAN INFRASTRUCTURE 
AND SERVICES1 

 
A. Sector Performance, Problems, and Opportunities 

 
1. Urban population. Armenia has 49 urban settlements: Yerevan, the capital city, and 
48 secondary towns.2 About 63% of the country’s total population (estimated at 3 million in 2013) 
resides in these settlements. The urban population declined more than the rural population in 
1991–2005, when many Armenians emigrated, and its share in the total population fell during this 
period. Since then, the urban population grew at approximately the same slow pace as the rural 
population, and its share in the total population remained roughly unchanged. 
 
2. Urban economy. The urban economy is the backbone of Armenia’s economy. 
Construction, which largely drove rapid economic growth in 2000–2008, is heavily concentrated in 
urban areas. So are other sectors of the economy, such as manufacturing, communications, and 
finance, which together account for a large share of gross domestic product (GDP). About 60% of 
GDP is produced in Yerevan and 14 secondary towns,3 and incomes are higher in urban areas 
than in rural areas. Although urban areas drive the economy, the rate of recorded unemployment is 
higher in urban (23.4% in 2013) than in rural areas (6.0%). First, there is a mismatch between the 
skills required by a modern urban economy and those of the urban labor force. Second, 
opportunities for self-employment are more limited in urban areas than in rural areas.4  
 
3. Access to basic services. While access to basic services5 in urban areas is better than 
that in rural areas, it is still inadequate. A large proportion (46%) of urban residents (outside 
Yerevan) does not have access to uninterrupted water supply, and there is virtually no wastewater 
treatment. Drainage is inadequate, and many urban residents face flooding of roads and around 
their homes. There is no sanitary landfill in Armenia, and all solid waste is disposed of in 
unregulated dumpsites, many of which are ad hoc and informal and evolve into major dumpsites. 
Many streets are in poor condition due to inadequate maintenance; the main streets in Yerevan 
are congested due to high traffic but also due to poor transport planning and traffic management. 
Urban public transport lacks coordination, regulation, and basic infrastructure. Most housing dates 
back to the Soviet period, has not been upgraded, and is in poor condition. 
 
4. Core problem. The core problem is unbalanced urban development. Yerevan, already 
much larger in population and more developed, continues to develop faster than secondary towns. 
Yerevan is home to more than half the urban population (i.e., around one-third of the country’s total 
population). By comparison, only two secondary towns, Gyumri and Vanadzor, have more than 
100,000 (but less than 150,000 residents). The other secondary towns have less than 60,000 
inhabitants, and 20 of them even less than 10,000. About 40% of the country’s industrial sector 
and 85% of services are based in Yerevan; the capital city accounts also for about 60% of the 
country’s construction and 84% of retail trade turnover.6  
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  This summary is based on a 2012 consultant’s report (Managing Urban Armenia) under Asian Development Bank 

(ADB) technical assistance—ADB. 2007. RETA 41128 Developing Strategic Urban Assessments for Selected Central 
and West Asia Developing Member Countries. Manila—and other background material. 
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  Henceforth, all urban settlements, with the exception of Yerevan, are referred to as secondary towns.   
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  National Statistical Service (NSS) of the Republic of Armenia. Database (http://www.armstat.am/en/?nid=246).  
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  In addition, many urban residents recorded as unemployed have informal jobs, and many rural residents that are 

considered employed are underemployed, working only a few hours a day on average; hence urban (rural) 
unemployment may be overestimated (underestimated). 

5
  See also Country and Portfolio Indicators, Environmental Assessment (Summary), and Poverty Assessment 

(Summary), all accessible from the list of linked documents in Appendix 2. 
6
  All data are for 2013. NSS database.  
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5. Average income is substantially higher and access to basic services is much better in 
Yerevan than in secondary towns. The percentage of the population living below the upper general 
poverty line is lower in Yerevan (25.5% in 2013) than in rural areas (31.7%), but is higher in 
secondary towns (39.3%) than in rural areas.7 The incidence of extreme (food) poverty is also 
higher in secondary towns (3.8%) than in Yerevan (2.1%) and in rural areas (2.2%). 
 
6. While the urban environment in Yerevan is less than adequate, conditions are worse in 
secondary towns, where a smaller proportion of residents has access to continuous water supply. 
Yerevan has a major dumpsite that is at least partly controlled, but secondary towns have only 
informal dumpsites created arbitrarily by residents who have chosen them mainly for convenience. 
Yerevan has a subway, albeit in poor condition, but secondary towns have only informal public 
transport facilities. Gyumri, Armenia’s second-largest city, has a new housing development built 
specifically for people displaced by the earthquake in 1988, but roads to the housing development 
are inadequate. Yerevan also has new housing developments, including in the center of the city, 
but there is little post-Soviet housing stock in other towns. 
 
7. Causes of the core problem. Various reasons account for the uneven urban development. 
During the Soviet period, many secondary towns were monotowns—i.e., towns dominated by one 
industry or one company. Their development suffered a major setback in the first half of the 1990s 
when industries that dominated them were closed or downsized due to inefficiencies, supply chain 
breakdowns, and other factors related to the collapse of the Soviet Union. Gyumri and Vanadzor, 
in particular, have yet to recover from the shutdown of their Soviet-era industrial enterprises. 
 
8. Recovery from such shutdowns in monotowns would have required a new vision and 
strong strategic response, but the managers of urban development were not up to that challenge, 
either centrally or locally. The central government lacks a clear and coherent vision for urban 
development, and the capacity of local governments to manage urban development is weak. While 
some secondary towns have a vision for their development, only a few have adequate 
development plans to realize their visions. And those few secondary towns that have 
well-articulated visions and development plans do not have enough resources to implement them.  
 
9. Weak capacity of local governments has led to operational inefficiencies in the provision of 
municipal services, poor quality of these services, and low revenue collection rates. Low tariffs 
combined with low revenue collection rates have resulted in lack of funds for proper maintenance 
of municipal infrastructure. Inadequate maintenance of infrastructure has led to its deterioration 
and further worsening of the quality of services. Low tariffs and the inadequate legal and regulatory 
framework have constrained private sector participation in the provision of municipal services.  
 
10. Weak public management and lack of resources have been compounded by the harsh 
environments in some urban areas. Gyumri and Vanadzor have harsh winters and have still not 
fully recovered from the catastrophic earthquake in 1988. Many buildings, including public schools 
and hospitals, have inadequate seismic resistance despite Armenia being situated in one of the 
most seismically active regions in the world. Some buildings in Gyumri that partly collapsed in 
1988 are still in use, and rubble from the collapsed sections has not been removed. Yerevan, the 
home of a third of the country’s population, is likewise in a seismically active area. 
 
11. Effects of the core problem. The uneven urban development has several negative 
consequences. It leads to high migration from secondary towns to Yerevan and other countries, 
reducing the supply of skilled labor and further depressing the prospects of secondary towns. 
Uneven urban development renders economic growth less inclusive, with slower progress in 
reducing income and non-income poverty and inequality. Finally, the water and air pollution 
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caused by urban waste generated in secondary towns makes economic growth environmentally 
unsustainable. 
 
12. Opportunities. The high incidence of poverty in urban areas outside of Yerevan means 
that considerable progress in reducing poverty in Armenia can be achieved by accelerating the 
development of secondary towns. Similarly, economic growth can be made more environmentally 
sustainable by reducing water and air pollution caused by urban waste in secondary towns. 
Accelerated development of secondary towns requires, among other things, improving their 
transport links with each other and with the capital city. Substantial investment in municipal 
infrastructure and stronger management of utilities are needed to reduce water and air pollution 
caused by urban waste and to improve access to and quality of municipal services in secondary 
towns.  
 
13. According to the government’s estimates, almost $2.0 billion must be invested in water 
supply and sanitation alone over the next 10 years.8 Furthermore, considerable funds are needed 
to construct wastewater treatment plants, develop sanitary landfills, and enhance seismic safety of 
public schools and hospitals in secondary towns. Most of these funds would have to come from 
private sources given the limited availability of public funds. Therefore, tariffs for municipal services 
should be raised to ensure cost recovery, and public funds should be used efficiently to leverage 
private investment in municipal infrastructure through public-private partnerships (PPPs).  
 
B. Government’s Sector Strategy 
 
14. The government recognizes the problem of uneven urban development. Its Armenia 
Development Strategy 2025, a long-term development vision, calls for various measures to foster 
balanced urban development, including improvement of transport links of secondary towns with 
each other and with Yerevan, and reduction of the disparities between Yerevan and the rest of the 
country in access to potable water. 9  The latest government program calls for accelerated 
implementation of road transport projects in secondary towns. 
 
15. Recognizing that Yerevan is more developed than secondary towns, the government is 
prioritizing investments in urban development outside of Yerevan. Among its top priorities are 
investments in the two largest secondary towns, Gyumri and Vanadzor, and development of two 
smaller but strategically important towns, Dilijan and Jermuk. City development plans are being 
prepared for each of those four secondary towns. In Gyumri, the government has decided to create 
clusters dedicated mainly to information technology and jewelry by setting up a technology park, 
for which a road map has been prepared. Cluster creation is seen as possibly replicable in 
Vanadzor and other secondary towns. Major investments are under way in Dilijan to transform it 
into a financial and academic center. A comprehensive development plan has been developed to 
turn Jermuk into a center for regional tourism. 
 
C. ADB’s Sector Experience and Strategy 
 
16. Previous program. In 2007, ADB approved a $36 million loan to Armenia for the Water 
Supply and Sanitation Sector Project.10 By 2012, water supply and sanitation (WSS) infrastructure 
was rehabilitated and upgraded in 21 secondary towns and 97 villages, with approximately 
600,000 people benefiting from improved WSS services in these towns and villages. The public 
satisfaction rate rose from 42% in 2008 to 66% in 2010, and tariff collection increased from 61% to 
74% over the same period. In 2012, ADB approved $40 million of additional financing to extend the 
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  Government of Armenia. 2013. Upgrading Armenia. Yerevan. 

9
  Government of Armenia. 2014. Armenia Development Strategy 2025. Yerevan. 
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 ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of 
Armenia for the Water Supply and Sanitation Sector Project. Manila. 
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project.11 The additional financing is intended to help the government rehabilitate and extend WSS 
infrastructure in 18 secondary towns and 92 villages (including eight towns initially not covered by 
the project) and further improve the operational efficiency and financial management of Armenia 
Water and Sewerage Company.12  
 
17. In 2011, ADB approved a $400 million multitranche financing facility (MFF) to Armenia for 
the Sustainable Urban Development Investment Program (SUDIP). 13  The first tranche of 
$48.6 million is being used to finance physical investments in urban transport and to strengthen the 
management of urban transport in Yerevan. 
 
18. Future public sector lending. ADB’s strategy for water and other urban infrastructure 
services is based on the government’s development strategy and ADB’s Midterm Review of 
Strategy 2020.14 ADB will maintain its established long-term sector engagement in water supply, 
and will attempt to build long-term engagement in other urban infrastructure services, including 
waste management. ADB’s program in water supply and other urban infrastructure services will 
prioritize efficient project implementation through enhanced project preparation, and additional 
support for project implementation at the Armenia Resident Mission, through outposting of staff 
from headquarters and by employing the “One ADB” approach to further leverage staff resources 
from ADB headquarters. ADB will stress long-term sustainability of operations through policy 
reforms supported by the Infrastructure Sustainability Support Program. ADB will help the 
government foster balanced urban development based on integrated urban development plans 
through the subsequent tranches of the MFF. ADB will pay particular attention to secondary towns 
along the north–south road, and in the regions with relatively high incidence of poverty. Integrated 
urban development plans will be based on visions of safe, green, low-carbon, and modern cities, 
and assessments of earthquake safety, and will include investment plans to mitigate seismic safety 
risks, starting with public schools and hospitals. ADB will also consider a sector-wide approach 
when the ongoing WSS project finishes. 
 
19. Knowledge products and services. ADB’s policy analysis and advisory services will 
continue to focus on improving the business climate, promoting sustainable urban development, 
cost recovery, and efficient asset management in the water sector.15 ADB will support integrated 
interventions in municipal services guided by integrated urban development plans for green and 
modern cities. Armenia’s successful experience with PPPs in the water sector, as well as its plans 
for a new generation of reforms in WSS, will be discussed at a regional workshop with participants 
from all interested developing member countries of ADB.16 To further strengthen the policy 
environment in Armenia, ADB will continue policy dialogue with the government on seismic safety, 
in particular of public buildings like schools and hospitals in secondary towns, and on solid waste 
management and wastewater treatment.17 
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  ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic 
of Armenia for Additional Financing of the Water Supply and Sanitation Sector Project. Manila. 
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  Armenia Water and Sewerage Company is a government-owned company that provides WSS services to    

   37 secondary towns and about 300 villages throughout the country. SAUR, an international water utility, manages 
and operates it through a management contract. 
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 ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 

Financing Facility to the Republic of Armenia for the Sustainable Urban Development Investment Program. Manila. 
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 ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and Pacific. Manila. 
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  Supported by ADB. 2012. Technical Assistance to Armenia for the Infrastructure Sustainability Support Program. 

Manila (TA 8249-ARM), a results-based management framework has been introduced for the water sector. Key 
performance indicators were developed to articulate sector targets, and support sector and financial management. 
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  Funded under ADB. 2008. Knowledge and Innovation Support for ADB’s Water Financing Program. Manila (TA 

6498-REG). 
17

  ADB will work with the government to develop national strategies for solid waste management that will promote best 
practices such as the “3R” principle (reduce–reuse–recycle). 
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Problem Tree for Water and Other Urban Infrastructure and Services (Urban Development) 
 

 

Effects 

Core 
problem 

Causes Relatively poor living  
conditions in secondary  
towns 

Lack of affordable quality  
housing 

Relatively low quality of  
health care and education 

Poor management  
of urban  
development 

Armenia's location  
in a seismically  
active region 

Inadequate seismic  
safety of many  
buildings in  
secondary towns 

Weak capacity of  
local governments  
to manage urban  
development 

Small population size  
and limited supply of  
skilled labor 

Relatively low level of  
private sector activity in  
secondary towns 

Dominance of one  
industry or company in  
many secondary towns 

Environmentally unsustainable  
growth due to water and air pollution  
caused by urban waste 

Uneven urban development (with the capital city being much larger in population  
and far more developed, and continuing to develop faster, than secondary towns) 

Limited income-earning  
opportunities in  
secondary towns 

High incidence of  
outward migration from  
secondary towns 

Less-inclusive growth with slower progress  
in reducing income and non-income  
poverty and inequality in the country 

Higher safety risk of  
living in secondary  
towns 

Lack of a coherent  
urban development  
strategy at the  
national level 

Geopolitical constraints 

Deficiencies of  
transport infrastructure 

Low tariffs for  
municipal  
services 

Inadequate legal and  
regulatory framework for  
public-private partnerships 

Inadequate municipal  
services 

Water and air pollution  
caused by urban waste 

Inadequate domestic  
and international  
connectivity 

Lack of funds for rehabilitation,  
extension, and maintenance of  
municipal infrastructure 

Deficiencies of  
municipal  
infrastructure 

Poor  
management  
of utilities 
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Sector Results Framework (Water and Other Urban Infrastructure and Services, 2014–2018) 
Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes with 
ADB 
Contribution 

Indicators with 
Targets and 
Baselines 

Outputs with 
ADB 

Contribution 

Indicators with 
Incremental 

Targets Planned and Ongoing ADB Interventions 
Main Outputs Expected 
from ADB Interventions 

More people use 
improved water 
supply, sanitation, 
and other 
municipal 
services 

Share of 
population 
connected to the 
centralized water 
supply system 
increased to 50% 
by 2020 (2013 
baseline: 44.7%) 
 
Share of the 
population 
connected to 
centralized 
sewerage system 
increased to 50% 
by 2020 (2013 
baseline: 44.7%) 
 
90% of solid waste 
generated 
disposed of in 
sanitary landfills by 
2018 (2012 
baseline: 0%) 
 
7,750 pupils in 
seismically 
strengthened 
schools by 2016 
(2012 baseline: 
zero) 
 

Water supply, 
sanitation 
systems, and 
other municipal 
services in 
secondary towns 
expanded and 
improved  
 
Seismic safety of 
public schools 
and hospitals in 
secondary towns 
enhanced 
 
 

Average duration 
of drinking water 
supply per day 
increased to 20 
hours by 2020 
(2013 baseline: 
15.5 hours)* 

Water loss 
reduced to 69% by 
2020 (2013 
baseline: 80%) 

5 sanitary landfills 
built and operating 
near secondary 
towns by 2017 

Seismic safety of 
31 schools 
enhanced by 2016 

Planned key activity areas 

Urban infrastructure (water supply, solid waste 
management, urban transport) (100% of funds) 

Pipeline projects with estimated amounts 

ISSP Phase II ($15.1 million) 
 
Water Supply and Sanitation Improvement Project 
($45 million) 
 
MFF SUDIP Tranche 4 ($43 million) 
 
Solid Waste Management Project ($20 million) 
 
Nonlending 

ISSP Phase II (CDTA $500,000; PPTA $500,000) 
 
Solid Waste Management Solutions for Remote 
and Small Communities (PATA $550,000) 
 
Water Asset Assessment in Water Networks 
(S-PATA $180,000) 
 
Low-Cost Sanitation Options (S-PATA, $150,000) 
 
Sector-Wide Approach for Water and Sanitation 
(PPTA $800,000) 
 
Ongoing projects with approved amounts 

MFF SUDIP Tranche 1 ($49 million); 
WSS Sector Project ($40 million); 
ISSP Phase I ($12 million; CDTA $900,000) 

Planned key activity 
areas and pipeline 
projects 

Water supply 
infrastructure constructed 
or upgraded  

Management of water 
utility improved 
(potentially with PPP) 

Strategy and policy in 
solid waste management 
adopted  

Capacity developed and 
management improved 
 
Secondary towns 
development plans 
prepared 
 
Ongoing projects  

Municipal infrastructure 
rehabilitated  

 

ADB = Asian Development Bank, CDTA = capacity development technical assistance, ISSP = Infrastructure Sustainability Support Program, MFF = multitranche 
financing facility, PPP = public–private partnership, S-PPTA = small-scale project preparatory technical assistance, SUDIP = Sustainable Urban Development 
Investment Program, WSS = water supply and sanitation. 
*The government plans to have one water supply operator in Armenia in 2016, and a contract to be signed with the operator shall specify indicators for the average 
daily duration of drinking water and water losses.  
Sources: Government of Armenia. 2014. Armenia Development Strategy 2025. Yerevan; and ADB analysis. 


