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ATTACHMENTS  

Annex 1.          Welfare measure: consumption aggregate calculation 
 
A consumption aggregate is used to approximate well-being in Armenia.  It is assumed that 
consumption is better declared and is less sensitive to short-term fluctuations than income, especially 
in transition countries.  The consumption aggregate is estimated based on the Armenia Integrated 
Living Conditions Survey (ILCS).  It comprises the following components: (i) the value of food and 
non-food consumption including consumption from home production, as well as aid received from 
humanitarian organizations and other sources; and (ii) the rental value of durable goods.   

 
(i) Food consumption 
 
Food consumption includes food consumed at home and outside the home (i.e., in restaurants, cafes, 
etc.) and in-kind food consumption such as own food home production, food gifts and transfers in-
kind, and humanitarian food aid. 

The Armenian ILCS provides information on household purchases of 195 food items and information 
on household food consumption over the 30 days of the Survey.  In order to express food consumption 
in monetary values, the estimated prices of purchased items are used.  The collected information on 
household food purchases includes the value, quantity, unit of measure and the location of purchase.  
Using the value and (standardized) quantities, unit values for all items at the household level were 
estimated.  Based on the household-level unit values, median unit values were estimated at different 
levels of aggregation.  Three basic categories were used for desegregation: a region (marz), location 
(urban/rural), and a quarter of the interview.  The median prices were estimated excluding household-
level prices that were identified as outliers.  An outlier is detected if a distance between the household-
level price and the “local” price is larger than two standard deviations.  The local price is defined as 
the median price at the corresponding marz-urban/rural-quarter strata.  

If the household purchased the item, the reported price was used.  If the household consumed an item, 
but did not purchase it, the marz-urban/rural-quarter price was imputed.  Note that those prices are 
not affected by outliers.  Five items were reported in the Food Consumption Module but not reported 
in the Food Expenditures Module.  For those items the price for the corresponding month/quarter 
from the NSSA price department was imputed. 

 
(ii) Non-food consumption 
 
Non-food consumption comprises the following categories: alcoholic beverages, tobacco, clothing, 
footwear, household goods, transportation, utilities, recreation, education, health, and the rental value 
of durable goods.  It also includes in-kind non-food consumption such as non-food goods and 
services received free of charge (i.e., in-kind non-food humanitarian aid, gifts, non-food goods and 
services provided by the members of the household).  Value of in-kind non-food consumption is 
estimated by households. Using monthly expenditure data, monetary values for expenditures on non-
food items were estimated.  Price adjustments for those groups were based on the official CPI for the 
corresponding quarter.   

The rental value of a dwelling—benefit for owner-occupied housing—is not estimated as a 
component of consumption due to the lack of data on housing transactions in Armenia. 

The estimates of the rental value of durables—the value of flow of services from durables owned by 
a household—faced some difficulties, although since 2004 the ILCS contain more detailed 
information on durables than surveys in previous years.  The diary (survey tool) indicates whether a 
durable good is bought during the last 12 months and the price paid for it.  It includes additional 
information on durables such as the age of durables owned by the household and the estimated 
current value of durables if sold.  However, the respondents over-estimated the current value of 
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durables if sold, giving in some cases an even higher value than the value of new durables1.  Given 
the above problems with the data, a simple technique is used to estimate the durables rental value.  
Using an annual depreciation rate, the rental value of the items bought during the last 12 months is 
estimated2.  The rental value of second-hand items bought during the last 12 months is estimated as 
one third of the rental value for the new items.  For those items that were bought more then one year 
ago (and apparently were much older), the rental value is assumed as one fifth of the median rental 
value for each item.  This technique is compatible with alternative approaches where the rental value 
is estimated as the ratio between the value of the good (when reported) and the expected remaining 
life of the good (World Bank, 2000)3.  In this case, the underlying assumption is that items not 
reported by households as bought during the last 12 months prior to the Survey, have an average life 
of 20 years.     

(iii) Adjustments for regional and seasonal differences in prices 
 
Since the survey data were collected throughout the year, there is a need to adjust consumption from 
different quarters for inflation. Furthermore, regional price differences can distort the measure of 
well-being, as consumption is a good measure of well-being only if higher expenditures mean higher 
consumption or consumption of better quality goods; this is not the case when higher levels of 
consumption are caused by higher prices. Therefore, those regional price differences ought to be 
corrected.   

Food consumption is adjusted for price differences over time and across regions using the survey 
data, since the NSS RA does not provide urban and rural food prices (according to price statistics 
methodology).  The non-food consumption is adjusted only for price changes over time as only the 
official Consumer Price Index (CPI) can be used for this purpose, given the fact that unit values for 
non-food items are normally not collected by household surveys.   

Factors for price adjustments of food consumption, which takes into account price differences 
between quarters and between urban and rural areas were estimated using three different types of 
price indices: Laspeyres, Paasche and Fischer index.  Table 1 shows price differences by quarters and 
by urban and rural regions using these price indices. The Fischer index is used for price adjustments, 
as its value lies between the Laspeyres (upper value) and the Paasche values (lower value). This is 
expected given the way of its calculation (Laspayers index multiplied by Paasche index). Food 
consumption for 2005 is expressed in 2005 autumn-urban price levels. 

   

Table 1: Factors for price adjustment of food consumption, median prices (multiplied by 100) 
Urban Rural Quarter Laspeyres Paasche Laspeyres Paasche Laspeyres Paasche 

January-March, 2005 91.1 87.6 89.3 86.1 86.3 86.2 
April-June, 2005  98.6 94.2 96.4 99.2 95.9 97.5 
 July-September, 2005  101.2 99.1 100.1 103.2 104.3 103.8 
 October-December, 2005  100.0 100.0 100.0 97.8 98.6 98.2 
Implicit inflation 
1 2005/IV 2005 -8.9% -12.4% -10.7% -12.0% -12.5% -12.2% 
   Source: ILCS 2005. 

Note: Factors convert food expenditures into amounts comparable with urban areas during the last quarter in 2005. Food 
consumption values from different households are multiplied by those factors for the corresponding poverty analysis.  The 
Fischer index is used (median prices). 

     

                                                 
1 Based on these observations, the 2006 ILCS questionnaire (diary) was modified so as to include additional 
information on purchased value of durables owned by household. 
2 A depreciation rate of 8 percent implies that in ten years the good will have lost 57 percent of its value.  In the 
United States, the depreciation rate is 6.66 percent (Office of Management and Budget, 1999).  The Armenia 
Poverty Update uses the rate of 8 percent, as a way to account for a higher inflation rate.    
3 See: Panama Poverty Assessment, Priorities and Strategies for Poverty Reduction, The World Bank. 
Washington, D.C., 2000. 
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Food prices in rural areas decreased more than in urban areas. The Fischer index shows that food 
prices in urban areas remained stable in the last quarter of 2005 compared to the third quarter of 
2005, while in rural areas prices decreased. According to official CPI estimates based on Laspeyres 
index, which includes only prices in big cities in Armenia, food prices declined by 1.5 percent over 
the same period. Significant variations in food prices over the 12-month survey period appeared in 
the last quarter of 2005 (the last quarter of the 2005 ILSC).  
     
Non-food consumption is adjusted for inflation using the official CPI for relevant non-food 
expenditure sub-groups provided by the National Statistical Service. The total consumption aggregate 
is then expressed in 2005 IV quarter price levels.   

 
Table 2: Composition of the consumption aggregate, 2004 

Consumption 
aggregate   Components 

C0  =     Food 
C1 =  C0 + Alcohol and tobacco; clothing and shoes 
C2 =  C1 + Household goods 
C3 =  C2 + Utilities, transportation 
C4 =  C3 + Education, culture, recreation   
C5 =  C4 + Health 
C6 =  C5 + Rental value of durables 

 
Finally, household consumption is calculated as the sum of the above sub-aggregates (Table 3), with 
food consumption adjusted for regional and quarterly variations in prices and non-food components 
adjusted for quarterly variations in prices. Different consumption aggregate definitions were used in 
the estimates of different equivalence scales and size economies parameters, in order to examine the 
sensitivity of those estimates.   

2. Equivalence scales and household size economies  
 
Equivalence scale takes into account differences in consumption between adults and children.  It is 
believed that consumption needs of young children are less than those of working-age adults.  
Furthermore, household size economies take into account that some of household expenditures are 
shared between household members (i.e., expenditures on housing, utilities, car, newspapers, etc.).  
For example, a five member household with US $100 per month is better off than a single person 
who lives on US$20 per month because of economies of scale in consumption.      

 
(i) Equivalence scales 
 
The Engel method is used to estimate equivalence scales of children as compared to adults.  This 
method estimates the cost of children as the compensation necessary to bring the household well 
being—measured by the share of food consumption—back to its original level (without children).  
The standard Engel equation is a regression that explains the share of food expenditures, wf, 
presented in the following form: 
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where nj is the number of individuals in the jth demographic category (j=1,…,J), n is the number of 
people in the household, x is the total expenditure, ε is a random error, and α, β, and γ are parameters.  
Sometimes a quadratic term on ln(x/n) is included.  Based on the regression (1) and under different 
specifications of the consumption aggregate, the equivalence scales were estimated.  For a household 
composed of an adult couple, the equivalence scale parameter represents the ratio between the budget 
with an additional child and the original budget in order to keep the food share constant.  These 
estimates are presented in the next table.  
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Table 3: Equivalence scales for children aged 0-14 

Consumption aggregate Equivalence scale E Test E=1; F-test 
1 1.737 1206.4 
2 1.704 1501.4 
3 1.631 1524.9 
4 1.643 1930.3 
5 1.645 2462.8 
6 1.549 1345.2 

Note: The equivalence scale E denotes the ratio of the household expenditures after the inclusion of an additional 
child, x1, to the household expenditures before the change, x0. That is, E = x1/x0. This is interpreted as required 
percentage increase in expenditures to keep the household welfare unchanged.   

 

The results indicate that an additional child would represent between 74 and 55 percent of the cost of 
an adult depending on the consumption aggregate used.  Once utilities were included (consumption 
aggregate 3), the cost of a child declined from 71 percent of an adult to 63 percent. It slightly 
increased to 64 percent when education is included (consumption aggregate 4) and remained stable 
when health expenditures were included. It was assumed that an additional child will have a cost of 
64.5 percent of an adult (consumption aggregate 5), which is very close to estimates obtained using 
consumption aggregates 3 and 4.    

 
(ii) Household size economies  
 

Following Lanjouw and Ravallion (1995) the size economies were estimated using a food share 
equation where, controlling for differences in household composition and other variables, an estimate 
of size economies can be done.  The parameter θ  represents the degree of scale economies in 
household consumption.  If θ =1, no economies of scale are present and the use of per capita 
consumption is appropriate.  The food share can be written as a function of per-equivalent 
consumption, θnx / , household demographic composition variables ( nn jj /=η ), prices, and other 
variables such as location. The estimating equation can be written as   
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and an estimate of θ can be obtained from the ratio of the coefficients of consumption and a household 
size.  
 
Equation (2) was estimated using OLS regression.  Table 6 shows the estimates of θ for different 
definitions of the consumption aggregate. 

 
Table 4: Household size economies 

OLS 
Consumption aggregate Mean 

(1) 
1 0.710 
2 0.756 
3 0.790 
4 0.743 
5 0.710 
6 0.874 

 
The finding that relatively big size economies are in food and clothing consumption must be taken 
with the following caveat. The parameter estimates for θ  using the consumption aggregates 1 
through 3 may be biased since a fraction of households have food shares equal to 1.  Size economies 
in food consumption, however, are not new to the literature (Deaton and Paxson, 1998).  The full 
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consumption aggregate shows that size economies are observed and are close to 0.87.  It is assumed 
that a size elasticity around 0.87 may be appropriate for Armenian households, and is used in this 
Report.  
 

(iii) Estimating consumption per adult-equivalent  
 
Consumption per adult-equivalent is obtained dividing household total consumption by the number of 
adult equivalent members (EAi). Adult equivalent members are calculated using the above estimates 
of equivalence scales and size economies according to the following formula for household i:  

EAi = ( Ai  + a Ci )θ 
 
where Ai is the number of adults in the household, Ci is the number of children, θ  is the scale 
parameter (θ=0.87) and a is the cost of a child relative to an adult (a=0.65). Children are individuals of 
age 14 and below.  

Those estimated parameters will be used to express household consumption in a per adult equivalent 
measure over the next years, hence avoiding changes in poverty indicators due to changes in those 
parameters.  

3. Poverty lines   
 

(i) Food poverty line   
 
The food poverty line is used to determine the very poor population, or as it is often expressed, people 
who live in extreme poverty.  This line is defined as an amount of consumption necessary to satisfy 
basic food needs.  Hence, people whose consumption falls short of satisfying basic food needs are 
considered to be very poor.  To express this amount in monetary terms, a national average caloric 
requirement needs to be determined and the cost of one calorie estimated.   
  
Average caloric requirement: The average caloric requirement for Armenia is calculated using 
information on caloric requirements of different demographic groups according to the World Health 
Organization (1985) standards and information on population shares of these demographic groups 
(Table 5).  In that way, the average caloric requirement for Armenia is estimated at 2,232 calories per 
day per capita. 
 

Table 5: Daily per capita caloric requirements for Armenia, used since 2004  

 Men 
16-60 

Female 
16-60 Elderly Children 

0-6 
Children 

7-15 

Average 
caloric 

requirement
Daily caloric 
requirements 2,655 2,099 2,006 1,614 2,362  

Yerevan 0.279 0.360 0.151 0.078 0.131 2,237 
Aragatsotn 0.257 0.305 0.151 0.115 0.172 2,217 
Ararat 0.260 0.317 0.150 0.083 0.190 2,239 
Armavir 0.264 0.322 0.135 0.098 0.181 2,234 
Gegharkounik 0.257 0.321 0.157 0.091 0.174 2,229 
Lori 0.236 0.316 0.175 0.092 0.181 2,216 
Kotayk 0.283 0.352 0.122 0.077 0.166 2,251 
Shirak 0.251 0.323 0.149 0.100 0.177 2,223 
Syuinik 0.259 0.321 0.166 0.084 0.169 2,231 
Vayots  Dzor   0.258 0.308 0.163 0.091 0.181 2,231 
Tavoush 0.249 0.309 0.205 0.082 0.155 2,220 
All Armenia 0.264 0.334 0.153 0.087 0.162 2,232 

    Source: ILCS 2004 and WHO (1985). 
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Cost of one calorie: The cost of one calorie for Armenia is calculated by dividing total country 
expenditures on food with total country caloric consumption. Total country expenditures on food are 
obtained by summing household expenditures on food for all households in the sample.  Using the 
information on the value of every food item purchased for each household (including imputed 
consumption in kind, i.e., food consumption that is not purchased, received as gifts, and humanitarian 
aid), household expenditures on all food items are calculated.  Total country caloric consumption is 
computed by summing household caloric content for all food items and for all households.  Caloric 
content of each food item is obtained from the Food and Agriculture Organization (FAO).  Total 
caloric content of each food item purchased and/or consumed is calculated using the information on 
quantity purchased and/or consumed and caloric content of the food item per kilo. 
        
The food poverty line is obtained by multiplying country-average caloric requirement with the cost of 
one calorie.  The cost of one calorie is estimated at AMD 173.7 per person per month using mean 
prices and AMD 167.2 per person per month using median prices (both estimated based on the 2004 
ILSC).  Thus, the cost of a 2,232 calorie basket per month is set at AMD 11,6314 per capita using 
mean prices and AMD 11,195.75 per capita using median prices.  The value of the food poverty line is 
expressed in urban prices from the fourth quarter of 2004, as the consumption aggregate is expressed 
in these prices (2004 autumn urban price levels).  The food poverty line estimated in this way reflects 
the actual consumption patterns of the average Armenian households and the prices they face in reality 
when shopping for food.  

The per capita food poverty line is then adjusted for equivalence scales, as welfare measure—
consumption—is expressed per adult equivalent.  The estimated ratio of the weighted average of 
equivalent scale coefficients for different demographic groups (adults and children) and household size 
of 0.898 is used to express the food poverty line per capita in food poverty line per adult equivalent.  
Accordingly, the average food poverty line per adult equivalent in 2004 is estimated at AMD 12,952 
using mean prices and AMD 12,467 using median prices.    

   

(ii) Complete poverty line 

The complete poverty line comprises the food poverty line and a non-food allowance, as individuals 
should be able to cover not only basic food needs, but also essential or minimum non-food needs.  The 
non-food allowance for the complete poverty line is estimated using the Food Expenditure Method 
(FEM) and Consumption Basket Method (CBM), (see World Bank, 2002).  According to the first 
method, the non-food share is estimated as a non-food share of those households whose food 
consumption per adult equivalent is around the food line.  According to the second approach (CBM), 
the non-food share is estimated as the non-food share of those households whose total consumption 
per adult equivalent is around the food line.  The results are presented in Table 8 using different 
relative distance to the food line and the mean and median prices.  

The estimates of the non-food share are slightly higher using the first than using the second approach, 
as expected.  Using the Food Expenditure Method, the share of non-food consumption is estimated at 
43.4 percent of the total minimum consumption (+/- 2% distance to food line), while using the 
Consumption Basket Method it is estimated at 35.6 percent. 

The complete poverty line is calculated using the estimated non-food share based on the two methods 
described above and applying the relative distance to the food line of 2 percent.  According to the 
above estimates, the complete poverty line for Armenia is set between AMD 18,984 and AMD 24,429 
per adult equivalent per month using mean prices, and between AMD 19,373 and AMD 20,033 per 
adult equivalent per month using median prices.  

 
 

                                                 
4 It is obtained as: 173.7*30 days*2.232 kilo calories. 
5 It is obtained as: 167.2*30 days*2.232 kilo calories. 
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Table 6: Armenia: Poverty lines, 2004 
 

Non-food shares (in %) 
 

 
Complete poverty line 

 
 Relative distance 

to food line 

Food poverty line 
per adult equivalent,  

in drams Lower Upper Lower Upper 
 Average prices per calorie 
 

2% 
 

12,952 31.77 46.98 18,984 24,429 
 

5% 
 

12,952 29.76 46.00 18,439 23,987 
 

10% 
 

12,952 30.74 44.22 18,701 23,219 
 Median prices per calorie 
 

2% 
 

12,467 35.64 43.42 19,373 22,033 
 

5% 
 

12,467 31.77 43.42 18,274 22,033 
 

10% 
 

12,467 30.74 45.08 18,001 22,701 
    Source: ILCS 2004. 

Notes: Food poverty line and non-food shares are estimated in prices for the fourth quarter of 2004 in urban areas. 
 
The same approach to adjusting the nominal value of the poverty lines was applied in 2005 and will be 
used for the next several years.  The 2004 food line will be adjusted for food inflation between 2004 
and 2005 using the prices of food items from the survey (106.4%).  The food poverty line in 2005 
made 13,266 AMD per adult equivalent per month. Similarly, the nominal value of the non-food 
allowance estimated on the basis of 2004 survey was adjusted only for inflation of non-food items 
between 2004 and 2005 using the CPI for non-food items from the price statistics (101.7%). The 
complete poverty line for 2005 made 20,289 AMD.   
 
Thus, using the fixed poverty line in real terms over the period of several years, evolution of poverty 
over time relative to the same benchmark can be tracked.  In addition, fixing the food and non-food 
allowance allows monitoring poverty changes over time which are not caused by different 
consumption patterns.      

Figure 1. Armenia. Poverty Lines for  2004-2005 

                               Source. 2004 and 2005 ILCS 

4. Main poverty indicators 
 
In this report, following international practice, poverty is measured by the poverty incidence, gap and 
severity indicators.  The headcount index or poverty incidence is the simplest and most frequently used 



 94 

measure of poverty.  It represents the fraction of individuals with consumption per adult equivalent 
below the poverty line (Forster et al 1984).  The poverty gap index indicates how poor the poor people 
are (i.e., how far their consumption is below the poverty line).  The severity of poverty indicator is 
used to measure the inequality of consumption among the poor (some poor people may have 
consumption close to the poverty line, while some may be far from it).   
 
The poverty measurement indicators are described by the following formula: 
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where α is parameter (explained below), z is the poverty line, ci is consumption of individual i, and n is 
the total number of individuals.  For α equal to 0, P(0), or the poverty headcount index is obtained; it 
measures the fraction of individuals below the poverty line.  If α is equal to 1, P(1), or the poverty 
deficit index is obtained; it indicates how far the poor, on average, are below the poverty line.  P(1) can 
be defined in the following way: 
 

)(*)0()1( DeficitAveragePP =  
 
where the average deficit is measured as a percentage of the poverty line by which the consumption of 
the poor on average falls short of the poverty line.  Finally, if α is equal to 2, P(2), or the severity of 
poverty index is obtained; it indicates inequality of consumption among the poor.   

In this report, overall poverty trends are described using all three measures of poverty, while 
the analysis of the poverty profile mainly relies on the poverty headcount. 
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Annex 2 
Table A3.1. Armenia: Poverty measures by administrative regions (marzes), 2004 and 2005  

(Standard errors in parenthesis) 
 2004 2005 

 
Very  
poor 
% 

Poor 
% 

Very 
poor 
% 

Poor 
% 

 Share in 
the poor 

 

 Share in 
total 

population 

Poverty 
gap 

Severity of 
poverty 

Yerevan 6.1 29.2 3.6 23.9 26.1 32.6 4.0 1.2 
 (0.8) (1.6) (0.6) (1.4)   (0.3) (0.1) 
Aragatsotn 5.6 35.4 3.1 32.3 5.1 4.7 5.2 1.3 
 (1.6) (4.6) (1.5) (3.8)   (0.8) (0.3) 
Ararat 6.4 32.7 7.4 30.9 9.1 8.7 6.6 2.2 
 (1.6) (3.4) (1.6) (2.7)   (0.8) (0.4) 
Armavir 6.6 36.0 3.8 31.6 8.4 7.9 5.2 1.5 
 (1.4) (3.4) (1.0) (2.7)   (0.6) (0.2) 
Gegharkounik 4.5 41.9 2.9 36.8 9.2 7.5 6.6 1.7 
 (1.3) (4.2) (1.3) (3.7)   (1.0) (0.3) 
Lori 4.5 31.3 5.8 28.8 9.3 9.6 6.3 2.1 
 (1.2) (3.4) (1.2) (2.3)   (0.7) (0.3) 
Kotayk 9.2 39.3 8.7 34.5 11.2 9.7 8.0 3.1 
 (1.7) (3.3) (1.7) (2.8)   (0.9) (0.5) 
Shirak 10.4 48.8 4.3 42.5 12.6 8.9 7.2 1.9 
 (2.2) (3.2) (1.2) (2.7)   (0.7) (0.2) 
Syuinik 5.9 36.5 2.3 28.9 4.4 4.5 3.2 0.8 
 (1.5) (3.9) (1.1) (3.5)   (0.6) (0.2) 
Vayots Dzor 4.1 28.9 1.8 19.2 1.2 1.8 1.8 0.5 
 (1.5) (4.6) (1.0) (4.1)   (0.6) (0.2) 
Tavoush 3.3 30.5 3.8 25.8 3.5 4.1 4.9 1.3 
 (1.3) (4.1) (1.7) (3.6)   (0.9) (0.3) 
Total 6.4 34.6 4.6 29.8 100.0 100.0 5.4 1.6 
 (0.5) (1.0) (0.4) (0.8)   (0.2) (0.1) 
Source: ILCS 2004 and 2005 

 
Table A3.2: Armenia: Consumption and income poverty, 2004 and 2005 

 2004 2005 

Consumption per adult equivalent, in drams, spring 2004 prices 26202 26326 

Income per adult equivalent, in drams, spring 2004 prices  21656 23984 
Income/Consumption ratio 0.827 0.9110 
Consumption poor   
Very poor 6.4% (0.5) 4.6% (0.4) 
Poor 34.6% (1.0) 29.8 % (0.8) 
Income poor   
Very poor 33.2% (1.0) 28.4 % (1.2) 
Poor 58.5% (1.0) 53.4% (1.3) 
Source: ILCS 2004 and 2005   
Note: Income is defined as total disposable income and includes cash income, monetary value of consumption in kind 
and resources taken from savings.  Standard errors are in parenthesis.   

 



 96 

 
Table A3.4.  Both income and consumption poor and very poor in 2004 and 2005 

 2004 2005 
Very poor 4.7% 3.1% 
Poor 26.7% 22.9% 

Source: ILCS 2004 and 2005 
 

Table A3.5. Armenia: Poverty incidence change decomposition into growth and disctribution components 
between 2004 and 2005 (average effects) 

 Total Urban Yerevan Other 
urban 

Rural 

 Very poor 
Percentage change in poverty incidence -.8 % -2.3 % -2.5 % -2.0 % -1.2 % 
Growth component -2.7 % -3.3 % -2.0 % -4.5 % -1.9 % 
Redistribution component 1.9 % 2.1 % -0.2 % 4.9 % 1.7 % 
Residual -1.1 % -1.1 % -0.3 % -2.4 % -0.9 % 
 Poor 
Percentage change in poverty incidence -4.8 % -5.7 % -5.3 % -6.1 % -3.3 % 
Growth component -11.4 % -10.7 % -9.3 % -12.8 % -11.4 % 
Redistribution component 3.4 % 2.3 % 1.5 % 3.6 % 4.8 % 
Residual 3.2 % 2.7 % 2.5 % 3.1 % 3.3 % 
Source: ILCS 2004 and 2005 
Note: A change in poverty between two years can be explained by a change in mean consumption (growth) and a change 
in consumption distribution.  The decomposition of change in poverty into a growth and a distributional component (Datt 
and Ravallion, 1992) allows explaining what would be the impact of growth on poverty, keeping inequality constant and 
vice versa.   The 4.8 percentage point reduction in overall poverty in Armenia was decomposed into an 11.4 
percent decline in poverty due to increase in mean consumption and a 3.4 percent increase in poverty due to 
increased inequality.  Thus, the growth and redistribution components acted in the opposite directions 
influencing reduction in poverty altogether, with gains from growth slightly offset by the increase in 
inequality.  Looking across regions, decline in rural poverty is almost entirely attributable to consumption 
growth, as its distribution remained almost unchanged.  These results suggest increase in inequality around 
the poverty line.   

 

Table  A3.3.  Armenia:  Consumption and income poverty in 2005, in % 
  

 Consumption non-
poor 

Consumption poor Total 

Very poor: extreme (food) poverty line = 13266 drams 
Income non-poor 70.6 1.4 72.0 
Income poor 24.9 3.1 28.0 
Total 95.4 4.6 100 

Poor: complete poverty line  = 20289 drams 
Income non-poor 40.2 6.9 47.2 
Income poor 29.9 22.9 52.8 
Total 70.2 29.8 100 
Source: ILCS 2005 
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Table A3.6. Armenia: Determinants of consumption, 2004 ¨ 2005 
 Dependent variable:  ln (consumption per adult equivalent)  

 

2004 
Restricted 

specification 

2004 
Full specification 

2005 
Restricted 

specification 

2005 
Full specification

 
Household characteristics     
Fraction age 0-5 -0.107 -0.112 -0.016 -0.017 
 (0.037)*** (0.036)*** (0.009)* (0.009)* 
Fraction age 6-14 0.055 0.052 -0.044 -0.045 
 (0.028)** (0.029)* (0.013)*** (0.013)*** 
Fraction age 15-18 0.050 0.045 -0.041 -0.042 
 (0.045) (0.046) (0.017)** (0.018)** 
Fraction age 19-25 0.139 0.135 0.017 0.017 
 (0.091) (0.092) (0.006)** (0.006)** 
Fraction age 26-45 -0.025 -0.029 0.011 0.01 
 (0.042) (0.041) -0.008 -0.008 
Fraction age 46-60 f f f f 
Fraction age 61+ -0.039 -0.035 -0.032 -0.031 
 (0.056) (0.057) (0.007)*** (0.008)*** 
Ln(Household size) -0.244 -0.243 -0.247 -0.245 
 (0.014)*** (0.013)*** (0.016)*** (0.016)*** 
Characteristics of the household head     
Age  -0.008 -0.009 0.002 0.001 
 (0.004)** (0.004)** -0.003 -0.003 
(Age)2 0.000 0.000 0 0 
 (0.000)*** (0.000)*** 0 0 
Female  -0.056 -0.056 -0.12 -0.119 
 (0.009)*** (0.009)*** (0.029)*** (0.029)*** 
Disabled -0.018 -0.017 -0.021 -0.019 
 (0.018) (0.018) -0.021 -0.022 
Primary education or below, lower secondary  f f f f 
Upper secondary education 0.044 0.044 -0.012 -0.013 
 (0.014)*** (0.014)*** -0.015 -0.015 
Specialized secondary education 0.119 0.119 0.06 0.06 
 (0.033)*** (0.033)*** (0.012)*** (0.012)*** 
Tertiary education 0.270 0.269 0.174 0.172 
 (0.028)*** (0.027)*** (0.018)*** (0.018)*** 
Wage-employed f f f f 
Self-employed  0.030 0.030 -0.009 -0.009 
 (0.036) (0.035) -0.022 -0.022 
Other employment  -0.169 -0.167 0.014 0.013 
 (0.058)*** (0.054)*** -0.028 -0.028 
Unemployed 0.073 0.073 0.067 0.064 
 (0.020)*** (0.020)*** -0.038 -0.039 
Pensioner  0.071 0.070 0.203 0.201 
 (0.018)*** (0.019)*** (0.075)** (0.075)** 
Other non-participants -0.064 -0.065 -0.013 -0.017 
 (0.029)** (0.029)** -0.029 -0.026 
Other household characteristics     
Migrant member 0.117 0.110 0.152 0.146 
 (0.030)*** (0.028)*** (0.028)*** (0.029)*** 
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2004 
Restricted 

specification 

2004 
Full specification 

2005 
Restricted 

specification 

2005 
Full specification

 
Migrant returned from abroad … 0.162  0.112 
  (0.086)*  (0.059)* 
Migrant returned from other place in Armenia … 0.015  -0.014 
  (0.034)  -0.068 
% Wage-employed in household f f f f 
% Self-employed in household 0.014 0.011 0.445 0.447 
 (0.046) (0.047) (0.044)*** (0.043)*** 
% Other employment in household 0.163 0.158 0.39 0.393 
 (0.165) (0.158) (0.063)*** (0.062)*** 
% Unemployed in household -0.408 -0.411 0.177 0.182 
 (0.036)*** (0.034)*** (0.051)*** (0.051)*** 
% Pensioners in household -0.255 -0.257 0.717 0.719 
 (0.039)*** (0.041)*** (0.070)*** (0.070)*** 
% Other non-participants in household -0.107 -0.107 0.293 0.294 
 (0.047)** (0.045)** (0.071)*** (0.069)*** 
Yerevan f f   
Aragatsotn -0.090 -0.088 -0.131 -0.13 
 (0.024)*** (0.024)*** (0.013)*** (0.013)*** 
Ararat -0.092 -0.089 -0.12 -0.119 
 (0.021)*** (0.022)*** (0.009)*** (0.009)*** 
Armavir -0.108 -0.107 -0.08 -0.079 
 (0.017)*** (0.018)*** (0.003)*** (0.003)*** 
Gegharkounik -0.142 -0.141 -0.013 -0.013 
 (0.019)*** (0.020)*** -0.01 -0.011 
Lori -0.040 -0.039 -0.108 -0.109 
 (0.011)*** (0.012)*** (0.008)*** (0.009)*** 
Kotayk -0.110 -0.107 -0.043 -0.042 
 (0.014)*** (0.014)*** (0.008)*** (0.008)*** 
Shirak -0.193 -0.199 -0.132 -0.136 
 (0.013)*** (0.015)*** (0.011)*** (0.011)*** 
Syuinik -0.135 -0.133 -0.133 -0.132 
 (0.012)*** (0.012)*** (0.006)*** (0.006)*** 
Vayots Dzor -0.036 -0.037 0.057 0.051 
 (0.016)** (0.017)** (0.011)*** (0.012)*** 
Tavoush -0.061 -0.064 -0.022 -0.023 
 (0.018)*** (0.019)*** (0.007)** (0.007)*** 
Constant 10.689 10.698 10.154 10.156 
 (0.094)*** (0.098)*** (0.107)*** (0.106)*** 
Adjusted R squared 0.206 0.208 0.24 0.24 
Root MSE 0.416 0.415 0.39601 0.39571 
Number of observations 6816 6816 5180 5180 

Source: World Bank using Armenia ILCS 2004 and 2005 
Note:  f – reference category, * indicates 10 percent significance; ** indicates 5 percent significance;  
   ***  indicates 1 percent significance. 
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Table A3.7. Armenia: Differential effects of determinants of consumption per adult equivalent, 2005  
(estimated coefficients and standard errors for quintile regressions) 

 10 25 50 75 90 

Household characteristics      

Fraction age 0-5 -0.017 0.002 -0.007 -0.015 -0.004 
 (0.009)* -0.014 -0.016 -0.016 -0.024 
Fraction age 6-14 -0.045 -0.049 -0.035 -0.031 -0.01 
 (0.013)*** (0.012)*** (0.014)** (0.014)** -0.022 
Fraction age 15-18 -0.042 -0.051 -0.039 -0.02 -0.017 
 (0.018)** (0.016)*** (0.017)** -0.018 -0.028 
Fraction age 19-25 0.017 0.009 0.011 0.005 0.038 
 (0.006)** -0.012 -0.013 -0.013 (0.018)** 
Fraction age 26-45 0.01 0.021 0.009 -0.016 -0.003 
 -0.008 (0.011)* -0.012 -0.012 -0.018 
Fraction age 46-60 f f f f f 

Fraction age 61+ -0.031 -0.014 -0.036 -0.036 -0.06 
 (0.008)*** -0.012 (0.014)*** (0.014)*** (0.021)*** 
Ln(Household size) -0.245 -0.227 -0.254 -0.262 -0.32 
 (0.016)*** (0.028)*** (0.031)*** (0.032)*** (0.047)*** 
Characteristics of the household 
head      

Age  0.001 0 0.003 0.007 0.005 
 -0.003 -0.004 -0.004 (0.004)* -0.007 
(Age)2 0 0 0 0 0 
 0 0 0 0 0 
Female  -0.119 -0.105 -0.12 -0.117 -0.159 
 (0.029)*** (0.018)*** (0.020)*** (0.020)*** (0.032)*** 
Disabled -0.019 0.006 -0.016 -0.035 -0.05 
 -0.022 -0.026 -0.029 -0.03 -0.045 
Primary education or below, lower 
secondary  f f f f f 

Upper secondary education -0.013 -0.004 -0.003 -0.02 -0.035 
 -0.015 -0.022 -0.024 -0.024 -0.036 
Specialized secondary education 0.06 0.055 0.073 0.038 0.056 
 (0.012)*** (0.024)** (0.027)*** -0.027 -0.04 
Tertiary education 0.172 0.201 0.183 0.181 0.114 
 (0.018)*** (0.026)*** (0.029)*** (0.029)*** (0.042)*** 
Wage-employed f f f f f 
Self-employed  -0.009 0.03 -0.007 -0.041 -0.075 
 -0.022 -0.033 -0.036 -0.036 -0.053 
Other employment  0.013 0.022 0.013 -0.034 -0.003 
 -0.028 -0.038 -0.042 -0.042 -0.066 
Unemployed 0.064 0.082 0.058 0.031 0.025 
 -0.039 (0.042)* -0.046 -0.044 -0.064 
Pensioners 0.201 0.255 0.227 0.249 0.325 
 (0.075)** (0.087)*** (0.104)** (0.107)** (0.146)** 
Other non-participants -0.017 -0.033 -0.04 -0.054 -0.024 
 -0.026 -0.044 -0.049 -0.049 -0.074 
Other household characteristics      
Migrant member 0.146 0.148 0.121 0.125 0.174 
 (0.029)*** (0.024)*** (0.027)*** (0.027)*** (0.043)*** 
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 10 25 50 75 90 
Migrant returned from abroad 0.112 0.154 0.108 0.116 0.099 
 (0.059)* (0.047)*** (0.054)** (0.054)** -0.086 
Migrant returned from other place 
in Armenia -0.014 0.018 -0.024 0.007 0.082 
 -0.068 -0.069 -0.079 -0.08 -0.126 
% Wage-employed in hh. f f f f f 
% Self-employed in hh. 0.447 0.437 0.508 0.446 0.409 
 (0.043)*** (0.048)*** (0.055)*** (0.056)*** (0.086)*** 
% Other employment in hh. 0.393 0.425 0.427 0.417 0.283 
 (0.062)*** (0.052)*** (0.059)*** (0.061)*** (0.097)*** 
% Unemployed in hh. 0.182 0.194 0.249 0.15 0.088 
 (0.051)*** (0.053)*** (0.061)*** (0.064)** -0.097 
% Pensioners in hh. 0.719 0.7 0.712 0.711 0.685 
 (0.070)*** (0.056)*** (0.065)*** (0.068)*** (0.106)*** 
% Other non-participants in hh. 0.294 0.343 0.367 0.266 0.165 
 (0.069)*** (0.051)*** (0.057)*** (0.059)*** (0.091)* 
Yerevan f f f f f 
Aragatsotn -0.13 -0.022 -0.127 -0.186 -0.236 
 (0.013)*** -0.034 (0.040)*** (0.041)*** (0.064)*** 
Ararat -0.119 -0.107 -0.084 -0.109 -0.139 
 (0.009)*** (0.027)*** (0.031)*** (0.032)*** (0.050)*** 
Armavir -0.079 -0.034 -0.035 -0.096 -0.199 
 (0.003)*** -0.025 -0.029 (0.029)*** (0.045)*** 
Gegharkounik -0.013 0.008 -0.007 -0.006 -0.102 
 -0.011 -0.03 -0.035 -0.035 (0.055)* 
Lori -0.109 -0.114 -0.077 -0.093 -0.15 
 (0.009)*** (0.024)*** (0.027)*** (0.027)*** (0.043)*** 
Kotayk -0.042 -0.081 -0.02 0.017 0.013 
 (0.008)*** (0.027)*** -0.031 -0.031 -0.047 
Shirak -0.136 -0.104 -0.121 -0.123 -0.212 
 (0.011)*** (0.026)*** (0.029)*** (0.029)*** (0.044)*** 
Syuinik -0.132 -0.015 -0.114 -0.185 -0.304 
 (0.006)*** -0.033 (0.037)*** (0.038)*** (0.060)*** 
Vayots Dzor 0.051 0.059 0.106 0.068 0.051 
 (0.012)*** -0.042 (0.048)** -0.049 -0.078 
Tavoush -0.023 -0.014 -0.003 -0.04 -0.108 
 (0.007)*** -0.033 -0.037 -0.037 (0.054)** 
Constant 5180 5180 5180 5180 5180 
 0.24         

Source: World Bank using Armenia ILCS 2005 data. 
Note:  f – reference category, * indicates 10 percent significance; ** indicates 5 percent significance;  
   *** indicates 1 percent significance. 

 
Table A3.8. Armenia: Consumption components by quintiles and regions, 2005 

(Drams per month)  
 Poorest 2 3 4 5 Total 

All households 
Food 9720 12667 14915 17572 21876 15348 
Alcoholic drinks and tobacco 550 852 1183 1665 2300 1310 
Clothing and shoes 275 480 810 1316 4196 1415 
Utilities 1035 1497 1935 2547 4213 2245 
Transportation and communication 204 505 754 1308 3489 1252 
Household goods 567 839 1137 1471 3194 1441 
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 Poorest 2 3 4 5 Total 
Recreation, culture  3 1 2 18 58 16 
Education 243 414 642 1047 3352 1139 
Health 301 558 948 1479 4947 1646 
Rental value of durable goods 2216 3035 3630 4170 5587 3727 
Average 15115 20849 25956 32593 53211 29538 
    Consumption in-kind 2028 3294 3373 3965 4668 3465 

Yerevan 
Food 8883 11050 13510 15935 20394 14750 
Alcoholic drinks and tobacco 680 1088 1458 2071 2741 1753 
Clothing and shoes 164 336 502 927 3080 1196 
Utilities 1499 2116 2658 3294 5707 3336 
Transportation and communication 568 1144 1488 2020 5104 2362 
Household goods 685 918 1244 1613 3938 1896 
Recreation, culture  4 3 6 29 132 44 
Education 302 426 822 1313 4607 1782 
Health 410 506 722 1321 4752 1832 
Rental value of durable goods 2012 3194 3660 4365 6322 4192 
Average 15207 20781 26073 32887 56778 33142 
    Consumption in-kind 541 557 747 694 2087 1024 

Other Urban Households 
Food 9402 12407 15109 17218 21662 14398 
Alcoholic drinks and tobacco 555 771 1019 1316 1953 1042 
Clothing and shoes 244 529 909 1794 7631 1893 
Utilities 1015 1479 1924 2565 3448 1937 
Transportation and communication 63 267 375 777 2256 640 
Household goods 554 792 1217 1617 2971 1300 
Recreation, culture  5 0 1 17 3 5 
Education 201 505 592 1155 3070 964 
Health 234 641 952 1446 5324 1486 
Rental value of durable goods 2441 3421 3847 4481 5397 3729 
Average 14714 20814 25944 32387 53715 27394 
    Consumption in-kind 1192 1273 1771 2013 2356 1646 

Rural Households 
Food 10754 13975 15909 19359 24045 16686 
Alcoholic drinks and tobacco 449 750 1086 1514 1981 1141 
Clothing and shoes 397 542 985 1366 2963 1204 
Utilities 721 1085 1355 1827 2808 1532 
Transportation and communication 123 246 448 989 2292 779 
Household goods 497 821 989 1238 2370 1156 
Recreation, culture  0 0 0 9 0 2 
Education 254 338 532 722 1883 714 
Health 307 530 1128 1651 4911 1614 
Rental value of durable goods 2071 2633 3438 3778 4746 3310 
Average 15573 20921 25871 32454 47998 28138 
    Consumption in-kind 4218 6708 6741 8369 9991 7186 
Source: ILCS 2005.  
Note: Consumption is measured per adult equivalent. Households are ranked by per adult equivalent consumption.  
 

Table A3.9. Armenia: Household income sources by consumption quintiles and regions in 2005 
 (Income in drams per month, per adult equivalent)  

Sources 1 2 3 4 5 Total 
All households  
Wage-employment 5672 7228 9231 13100 16185 10281 
Self-employment 777 899 1683 2123 3741 1844 
Farm Income  4762 6764 6109 6342 6250 6045 
Remittances 701 1218 1411 1754 4847 1985 
Transfers 2706 2821 2911 2858 2254 2710 
   Pensions 1819 2177 2332 2397 1863 2118 
   Other transfers 887 644 579 461 391 592 
Assets sold  45 120 38 888 64 231 
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Sources 1 2 3 4 5 Total 
Income from rent, interest, 1 14 11 17 173 43 
Other income 962 627 641 868 760 772 
Average 15626 19692 22034 27949 34275 23912 
Income in kind 2028 3294 3373 3965 4668 3465 
Yerevan       
Wage-employment 10227 13288 15682 19990 23788 17551 
Self-employment 278 523 1479 1793 3808 1818 
Farm Income  339 419 448 446 590 464 
Remittances 912 1259 1725 2021 6438 2830 
Transfers 2838 2838 2333 2505 1749 2380 
   Pensions 2106 2331 1918 2296 1487 1988 
   Other transfers 732 507 414 209 262 392 
Assets sold  31 24 91 28 110 62 
Income from rent, interest  2 46 3 16 336 101 
Other income 540 482 404 698 411 505 
Average 15168 18879 22164 27496 37231 25710 
Income in kind 541 557 747 694 2087 1024 
Other urban households       
Wage-employment 5363 7629 8536 10525 13710 8645 
Self-employment 1038 1766 2542 3170 4705 2425 
Farm Income  2353 2923 3029 2701 2698 2711 
Remittances 936 1528 1623 2394 4760 2053 
Transfers 2816 3120 3332 2925 2117 2880 
   Pensions 1724 2233 2549 2232 1730 2070 
   Other transfers 1092 887 783 693 386 810 
Assets sold  62 319 16 400 52 159 
Income from rent, interest  0 0 0 33 111 24 
Other income 1340 776 656 1428 714 1007 
Average 13907 18061 19735 23576 28868 19905 
Income in kind 1192 1273 1771 2013 2356 1646 
Rural households       
Wage-employment 2731 2758 4513 8293 7903 5181 
Self-employment 801 501 1189 1735 2882 1374 
Farm Income  11170 14039 13084 14364 16712 13854 
Remittances 237 955 992 1073 2770 1174 
Transfers 2466 2582 3058 3147 3046 2861 
   Pensions 1733 2028 2502 2602 2476 2274 
   Other transfers 732 554 557 545 570 588 
Assets sold  34 37 10 2028 13 444 
Income from rent, interest  0 2 26 6 3 8 
Other income 778 613 821 655 1267 810 
Average 18216 21487 23694 31302 34595 25705 
Income in kind 4218 6708 6741 8369 9991 7186 
Source: ILCS 2005. 
Note: Income defined as total disposable income. Income is measured per adult equivalent.     
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Annex 3 
Table1. Average Monthly Consumer Expenditures of Households in 2003-2005 (per one present member 

of the household, in drams)                
Including 

Total households 
Urban Rural  

2003 2004 2005 2003 2004 2005 2003 2004 2005

Consumer expenditures 14404 19251 21109 16008 20933 22723 12081 16458 18300

Including:ª          
• On food products* 9669 10797 12035 10042 11109 12128 9130 10281 11876
• Purchase of non-food products 2033 2787 3014 2552 2841 3390 1282 2695 2361

of which          
Cloths, shoes, fabrics 819 846 1020 1003 862 1109 553 820 865 

Furniture and household goods 244 435 525 328 507 653 122 316 301 

Medicine, medical supplies 161 278 261 177 289 288 137 260 214 
Construction materials 76 46 119 126 63 179 3 19 15 
fuel 162 516 276 208 392 265 95 723 296 

• Purchase of alcohol drinks  122 163 179 132 173 187 105 146 163 
• Purchase of tobacco 696 808 835 806 894 909 536 666 704 
• Payment of personal services 1884 4696 5046 2476 5916 6109 1028 2670 3196

Including:ª          
Housing utilities 824 1146 1365 1031 1382 1597 526 755 961 

of which 
Floor space 

25 38 48 23 58 71 29 5 8 

Public utilities 799 1108 1317 1008 1323 1526 497 750 953 
Including the electricity 623 795 892 768 971 1047 413 502 622 
Communal services fee 51 34 52 83 48 79 4 12 5 
Of which, cloths and shoes repaire 3 5 4 4 7 6 2 1 0 

     Cultural services 3 3 3 6 4 5 0 0 1 
     Education fee  78 708 805 115 976 1004 23 265 459 
     Payment for healthcare services  85 1500 1427 93 1794 1636 72 1012 1064

     Sanatorium fee, including the leisure  11 20 25 17 31 39 1 1 0 
    Transportation services 421 694 808 625 929 1023 126 303 434 
    Communication services 168 291 332 252 421 453 46 75 121 
    Legal services 4 3 1 5 4 2 3 2 1  
*) including the cost of own food production 
Source: ILCS 2003-2005 
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Table 2. Average monthly consumer expenditures of households by decile groups in 2003-2005 
(per household member, drams) 

Decile groups 
2003 Total 

I II III IV V VI VII VIII IX X 
Consumer 
expenditures 14404 4932 7159 8701 10202 11857 13743 15927 18926 23815 41090

Including:            
Food products* 9669 4005 5648 6796 7715 8729 9938 11041 12924 15483 20720
Alcoholic drinks  122 14 18 31 46 61 82 105 163 338 542 
Tobacco  696 255 381 487 534 675 773 890 937 1114 1362 
Non food products 2033 217 409 572 859 1070 1322 1805 2458 3774 11021
Services 1884 441 703 815 1048 1322 1628 2086 2444 3106 7445 

 
 

Decile groups 
2004 Total 

I II III IV V VI VII VIII IX X 
Consumer 
expenditures 19251 5740 8535 10436 12289 14154 16288 18950 22638 28763 54713 

Including:            
Food products* 10797 4214 6090 7480 8543 9428 10437 11693 13425 15853 20815 
Alcoholic 
drinks  163 21 38 63 53 85 120 146 211 275 614 

Tobacco  808 296 399 531 652 732 801 866 1090 1157 1560 
Non food 
products 2787 492 872 929 1315 1623 2030 2634 3092 4696 10180 

Services 4696 717 1136 1433 1726 2286 2900 3611 4820 6782 21544 
 

Decile groups 
2005 Total 

I II III IV V VI VII VIII IX X 
Consumer 
expenditures 21109 5913 8929 11237 13271 15204 17435 20532 24385 30720 59829 
Including:            
Food products* 12035 4290 6293 8002 9079 10121 11380 12778 14422 17279 23072 
Alcoholic drinks  179 18 32 41 63 82 111 152 180 346 750 
Tobacco  835 261 437 520 624 735 863 1022 1217 1160 1513 
Non food products 3014 506 828 1005 1403 1711 1892 2555 3134 4525 12588 
Services 5046 838 1339 1669 2102 2555 3189 4025 5432 7410 21906 

*) Including the cost of own production 
Source: ILCS 2003-2005
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Annex 4 
Table 1.  Armenia: Probability of receiving the family poverty benefits, in 2005 

Independent variables dF/dx Standard Errors 
Share age 0-5 0.351    (0.042)*** 
Share age 6-14 0.360  (0.035)*** 
Share age 15-18 0.292    (0.036)*** 
Share age 19-25 -0.045 -0.040 
Share age 26-45 -0.064  (0.028)** 
Share age 61+ 0.150  (0.024)*** 
Ln(Household size) -0.005 -0.013 
Consumption per adult equivalent 0.002 -0.002 
Age of head 0.000   0.000 
Age of head square 0.035  (0.010)*** 
Female head 0.032 -0.021 
Incomplete Secondary (head) -0.003 -0.016 
Complete Secondary (head) -0.022 -0.015 
Technical (head) -0.042  (0.017)*** 
Higher Education (head) -0.061  (0.008)*** 
Non participant (head) -0.037  (0.008)*** 
Unemployed(head) 0.025 -0.027 
Self-employed (head) -0.035 -0.026 
Other employment (head) -0.038  (0.009)*** 
Migrant member 0.103  (0.025)*** 
Migrant returned from abroad 0.129 -0.113 
Migrant returned from other part of Armenia -0.013  (0.005)*** 
% Unemployed in household 0.021 (0.011)* 
% Self-employed in household -0.007 -0.013 
% Other employment in household 0.054 (0.025)** 
Own car -0.038 (0.009)*** 
Temporary lodgings 0.103 (0.025)*** 
Other lodgings 0.129 -0.113 
Total land used by household -0.013 (0.005)*** 
% land owned 0.021 (0.011)* 
% land irrigated -0.007 -0.013 
Received credit. Y/N? 0.054 (0.025)** 
Has livestock. Y.N? -0.019 (0.010)* 
Aragatsotn 0.004 -020 
Ararat 0.013 -0.017 
Armavir -0.018 -0.014 
Gegharkounik 0.076  (0.025)*** 
Lori 0.171  (0.026)*** 
Kotayk -0.006 -0.014 
Shirak 0.145  (0.025)*** 
Syuinik 0.014 -0.022 
Vayots Dzor 0.145  (0.055)*** 
Tavoush 0.074  (0.030)** 
LR chi2(42) 970.74  
Prob > chi2 0  
Pseudo R2 0.2407  
Log likelihood -1531.2687  
Number of observations 5187  
Source: ILCS 2005 
Note: * significant at 10%; ** significant at 5%; *** significant at 1% 
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ANNEX 5 

STATE SYSTEM OF SOCIAL PROTECTION IN ARMENIA 
 

During 2005 the RA Ministry of Labor and Social Issues (RA MLSI) initiated targeted actions to 
develop basic and regulatory laws and improve and implement the legal acts that improve the 
effectiveness of social protection policy, assure unique  policy for state regulation of labor and 
population employment, develop and implement state targetted programs on mandatory state social 
insurance, state pensions system, mandatory and voluntary pension insurance, social assistance, social 
protection of elderly and people with disabilities, provide state supervision on application of proper 
legislation in social protection area. 

 
State Social Assistance 

Poverty Family Benefits  
The State Budget allocations for Poverty family benefits and Lump sum Assistance was 20,023 
billions AMD for 2005 – an increase of 21% compared to previous year.  

 
Table 1. Proportion of Beneficiary Households in RA, 1999-20056 

 1999 2000 2001 2002 2003 2004 2005 
Registered households (% over the 
number of households in RA) 67.70 52.85 43.99 38.61 28.37 26.96 25.42 

Beneficiary households (% of 
registered households) 40.68 50.52 54.70 54.86 67.84 63.88 64.81 

Beneficiary households (% of 
households of RA) 27.54 26.70 24.06 21.18 19.25 17.22 16.48 

 
The Governmnet Decree N 95-N of February 3, 2005 modified the terms of Poverty Family benefits 
allocation as follows:  

a) the marginal score entitling the benefit was reduced by one point over the previous year and 
became 34.00. This modification enabled the number of beneficiary families remain unchanged 
compared to the previous year;  

b) the flat benefit was increased by 1500 AMD over the previous year and totaling 6000 AMD;   
c) the underage members of families with scores between 34.01-38.00 would receive a supplement 

of 3000 AMD, while underaged members of families residing in high mountainous or cross boardering 
settlements would receive supplement of 3500 AMD;  

d) the underage members of families with scores between 38.01-41.00 would receive supplement of 
3500 AMD,  while underaged members of families residing in high mountainous or cross boardering 
settlements would receive supplement of 4000 AMD;   

e) the underage members of families with scores of 41.01 and more woul reveive supplement of 
4000 AMD while underaged members of families residing in high mountainous or cross boardering 
settlements would receive supplement of 4500;  

f) lump sum assistance at child birth will made 35,000 AMD; 
g) lump sum assistance to children who enter first form at public schools will receive 20,000 AMD;  
h) State Budget allocations for lump sum assistance were defined as 3%;  

Thus in 2005 the average monthly poverty family benefits was 12,50AMD.  
Data analysis of the system demonstrates that the average size of benefits differs much  based on the 
number of children and levels of poverty in marzes; the higheat benefit was recorded in Gegharkounik 
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marz – 15,430 AMD; while the lowest was recorded in Yerevan city – 11,400 AMD. In 6 marzes the 
average benefits were higher than the national average size of benefits.  
The results of prochildren policy in family benefits system has its impact on the structure of 
beneficiary families; families with children continue to dominate among the beneficiary families: 

    
 

Table  2. Proportion of Families with Children among Registered Households 1999-20057 
 1999 2000 2001 2002 2003 2004 2005 
Total beneficiary households (% of 
registered households) 

40.68 50.52 54.70 54.86 67.84 63.88 64.81 

Families with children (% of 
registered households) 

36.26 47.19 54.47 60.75 63.5 65.56 69.29 

 

Child allowance for children under 2 years of age  
The state program of allocating a child allowance for children under 2 years of age still exists. 
However the benefits are still very low  - only 2300 AMD. Only working women are entitled to this 
assistance but in case they conitue to work they recive 50% of that benefit – 1150 AMD. The table 
below demonstrates the the number of beneficiaries for 1999-2005:  

 
Table 3. Number of beneficiary Women Entitled to Child allowance for  Children under 2 Years 

of Age 1999-20058 
Years 1999 2000 2001 2002 2003 2004 2005 
Beneficiaries 10450 10091 8780 7326 7721 7330 6320 

 
Lump Sum Allowance at Childbirth 

The lump sum allowance at childbirth was increased in October 2003 and totaled 35,000 AMD. This 
modification increased the number of applicants for this assistance during 2004 and 2005. It is 
noteworthy to mention, that this action reduced the number of unregistered childbirths nationwide. The 
table below shows the number of beneficiary households for 1999-2005  

 
Table 4. Number of Childbirth Allowance Recipients 1999-20059 

Years 1999 2000 2001 2002 2003 2004 2005 

Beneficiaries 26200 24500 25674 25707 28884 30283 25237 
 

 

The Labor Code adopted recently,  regulates the issues related with maternity leave and under 3 years 
of age child rearing leave.  The Labor Code defines 140 days of maternity leave for working women, 
and 155 days of maternity leave in case of difficult labor and in case of more than one child labor; 180 
days of leave for working guardian to take care for newborn unless the child is 70 days old with 
paying the whole salary. The Labor Code also defines the possibility for the guardian to take a leave 
until child is 3 years of  age, keeping the workplace after the guardian 

 
Programs for Elderly and Disabled 
 

The following legal acts were adopted in 2005: 
• RA Law on amendments to RA Law on Patriotic War Veterans  adopted on October 26, 2005: 

according to the Law the monthly Privileges for Patriotic War Veterans is 10000 AMD; 
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• RA Law on amendments to RA Law on Social Protection of Persons with Disabilities 
¥adopted on may 3, 2005¤; 

• RA Law on amendments to RA Law on Social Protection of Military Servants and Their 
family Members ¥adopted on November 11, 2005¤. According to that Law the monthly monetary 
assistance provided to military servants who became disabled and to families of victims instead of 
certain privileges is increased since January 2006 as follows: from 5000 AMD to 6000 AMD for 
military servants who became disabled and for their families, while for families with 5 and more 
members supplement of 2000 AMD per each member instead of previous 1000 AMD; 

• RA Government Decree N 1067-N of July 28, 2005, on Approving the Base Program for 
Rehabilitation of Persons with Disabilities and Procedures of its Implementation. 
During 2005 about 7000 citizens receive prosthetic-orthopedic devices - 13474 units with State 
funding necessary amount of wheelchairs and hearing devices. Additional 259 hearing devices were 
obtained with International organizations and NGOs. 
As a result of actions initiated in 2005 the previous practice of queues was excluded, instead the 
persons who need the rehabilitation devices recive the necessary devices directly according to the 
individual rehabilitation program. 
During the 11 months of 2005 46,335 persons passed medical-social commissions. 13,053 passed the 
commission for the first time, 45,700 were recognized as disabled, while 635 were rejected in course 
of re-examination.  
Within the Program of the Medical-Social service and rehabilitation of Persons with Disabilities 
persons with disabilities were provided with prothesises and rehabilitation devices, pass socio-medical 
and psychological rehabilitation at the ARTMED and STRESS  centers with state funding. During 
2005 about 14000 disabled were provided with prosthetic-orthopedic devices; 465 persons passed 
treatment at the ATMED and another 392 at STRESS health centers. 
During 2005 1337 hearing devices, 373 weelchaires, 268 corsets, 216 bandages, 163 orthesis, 163 
supinators,  921 crutches, 331 heand crutches, 1503 sticks, 1526 pairs of orthopedic shoes, 2763 pairs 
of prosthesis shoes, 13 apparatus for feet, 122 beast prostheses. 

 
Table  5 Prosthetic-orthopedic devices and services provided to Disables in Armenia10 

Prosthetic-orthopedic 
devices and services 

Measurement 
unit 

2002 2003 2004 2005 

Prosthesis shoes pair 994 981 1163 2763 
Orthopedic shoes pair 827 968 1497 1526 
Sticks pieces 914 600 577 1503 
Crutches pieces 747 1222 661 921 
Corsets, bandage pieces 207 257 331 652 
Prosthesis, orthesis pieces 330 358 707 919 
Repaire of prosthesis pieces 264 254 757 918 

 

There are 6 boarding houses in the Republic: 4 of which are under supervision of the Ministry while 
the 2 are private ones (Vanadzor and Kotayk boarding houses). 1000 elderly citizens are living in State 
boarding houses. 
The Yerevan Republican center of homecare gives services to persons with disabilities and pensioners 
living alone  provides services to about 1200 elderly and disabled.  
During the year the provision of longterm preveliged crediting for improving the living conditions of 
repressed persons and their successors. During the reporting period 113 repressed persons applied to 
MLSI for a credit. During 2006 the MLSI will apply to the Ministry of Finance and Economy with 
request to open credit lines for 39 citizens. 
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In addition the repressed persons were provided with lump sum assistance: 214 repressed persons 
received money compensation of 12000 AMD defined by Law during the year.   
Preliminary activities ere initiated to arrange preliminary shelters to homeless persons. Events 
dedicated to International Day of elderly and persons with disabilities were arranged 

 
Children issues 

The following legal acts were adopted during 2005: 
• RA Law on ammendments to RA Family Code ¥adopted on July 3, 2005¤, 
• RA Prime Minister Decree of March 5, 2005 N 137-A on Making amendments to RA Law on 

Social Protection of Children Who Remained Without Parent Care. 
• RA Government Decree of March 24, 2005 N 381-N on amendments to RA Government 

Decree of 26.12.2002 N 2179-N and Adopting the list of types of institutions that provide childcare 
and protection and criterion of children enrollment in that institutions. 

• RA Government Decree of April 21, 2005 N 623-N on §Procedures of registration of  children 
of RA adopted by non citizens of RA and foreiners at the consulates at RA, , 

• RA Government Decree of September 8, 2005 N 1646-N on §Approving the Schedule of 
reorganization and rearrengement of special basic education institutions for orphans and children 
without parent care and establishment of new institutions of childcare and child protection by the end 
of 2007 in the Republic of Armenia.  

• RA Government Decree of February 17, 2005 N 158-N on Procedures of providing lump sum 
assistance to graduates of orphanage irespective of its legal status. 

• RA Government Decree of May 5, 2005 N 517-N on Aproving the list of diseases that prevent 
adoption, guardianship or child breeding if the adopter has any of those diseases.  

• Resolution of the Prime Minister of RA of October 28, 2005 No 835 on Establishing National 
Commission on Chold Protection and Aproving the individual members of the Commission.  

 
Orphanages 

The Ministry of Labor and Social Assistance is coordinating the operation of child care 
institutions. There are 8 orphanages under the Ministry’s supervision.  Information on 
children in orphanages is presented below:   

Table 6  Number of Children in Orphanages by age groups11 
Total number  Name of the Institution Age groups 

2000 2001 2002 2003 2004 2005 
Yerevan “Child House” 0--5 65 80 81 65 78 75 
Vanadzor Orphanage 0--18 77 93 100 118 116 112 
Gavar Orphanage 5--18 117 127 130 117 112 109 
Gyumri “Child House”  
(specialized) 

0--5 73 81 89 93 98 108 

Specialized child house of 
kharberd  

5--18 190 164 199 216 223 240 

Yerevan “Zatik” Orphanage 3--18 - - - 137 135 132 
Yerevan Special type of 
Orphanage  

0--6 - - - 73 112 80 

Gyimri “Houice” orphanage   0--18 - - - 66 63 71 
Total   522 545 599 885 937 927 
 
A joint project with Cretie Municipality and Armenian community on “Care and Breeding of children 
from orphanages at  3-12 years of age in foster families” launched in 1998 was in process. Under the 
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project 8 children are under care at 8 foster families in France. One of the chiledren was adpoted by the 
foster family.  Centralized registration of adoptees, candidates for adopters was carried out. During the 
reporting period 148 candidates for adopters, including 101 RA citizens and 47 foreiners were 
registered. Out of 102 registered children 43 were adopted, including 17 by foreign citizens.  
The Ministry continued centralized registration of children without parent care and also children 
without parent care who need a dwelling. As of January 1, 2005 16 children were without parent care 
with dweeling need and 322 children without parent care were registered.  
According to the agreement signed between the MLSI and ADF NGO State Assistance to Graduates of 
Child Care Institutions program was carried out. Under the project  40 children receive assistance; 99 
dweelings were purchased  for graduates of 2003 and 2004 years; procurement of dwellings for 2005 
graduates is in process; 139 children were provided with durables: furniture, TV, refregerator, and 
other utenciles.   
Pilot project on Foster Family is implemented jointly with UNICEF.  
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ANNEX 6 
Table 1. Population Welfare Indicators of Povert Reduction Strategy Paper according to the 

2005 Integrated Living Conditions Survey of Households  
 

Indicator 
code 

Indicator Indicator description Indicator 
value 

    
A1* Number of poor 

population as % of 
total de facto 
population  

Number of population with monthly consumption less than 
general poverty line as percent to total de facto population. 
General poverty line is the money term of actual monthly per 
capita minimum consumer basket.   It is defined as value of 
actual food basket recalculated by coefficient of expenditures 
on goods and services. The poverty food line is calculated 
based on actual expenditures of households on food products 
using money term of minimum food basket defined as 
minimum amount of kilocalories per capita per day at 2,100.   

29.8 

A2 Number of very 
poor population as 
% of de facto 
population  

Number of population with monthly consumption less than 
poverty food line as percent to total de facto population. The 
poverty food line is defined based on actual monthly expenses 
of households on food products, using money term of 
minimum food basket defined as minimum amount of 
kilocalories per capita per day at 2,100.   

4.6 

  Main factors / Factor indicators  
a1 Economic growth and primary income   
a1.1 Income from wage 

employment as 
percent to total 
monetary income  

Share of income from wage employment as percent to total 
monetary income of household. Wage employment include 
salaries and wages premiums and awards received in money or 
in kind from main and second work places Total monetary 
income include: income from wage employment, income from 
self employment, income from farming activity, income from 
property (rent, interests, dividends) state transfers, remittances 
and other income.  

43.9 

a1.2 Income from self-
employment as 
percent to total 
monetary income.  

Share of income from self employment per one member of 
household as percent to total monetary income of household. 
Income from self employment include: income received from 
entrepreneurship, farming and self managed activity 
(excluding the expenses related to that activity). Total 
monetary income include: income from wage employment, 
income from self employment, income from farming activity, 
income from property (rent, interests, dividends) state 
transfers, remittances and other income. 

7.8 

a1.3 Income from 
farming activity 
(sale of 
agricultural goods 
and livestock) as 
percent to total 
money income  

Share of income received from sale of agricultural goods and 
livestock per one member of household in total monetary 
income of household. Total monetary income include: income 
from wage employment, income from self employment, 
income from farming activity, income from property (rent, 
interests, dividends) state transfers, remittances and other 
income.  

8.6 

a1.13(iii) Number of 
personal 
computers per  
1 000 people 

Ratio of total number of computers and de facto population 
(thousand people)  

114 

a2 Social policy, redistribution and reduction of inequality   
a2.1 Income inequality 

measured by Gini 
coefficient  

Gini coefficient of income defines discrepancy between actual 
distribution of income and equal distribution. The statistical 
value of Gini coefficient is between 0 and 1.  When Gini 
coefficient is 0 – there is perfect equal distribution of income, 
while if Gini coefficient is 1 – there is absolute inequality in 
the society.     

0.359 
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Indicator 
code 

Indicator Indicator description Indicator 
value 

a2.2 Expenditure 
inequality 
measured by Gini 
coefficient  

Gini coefficient of expenditures defines discrepancy between 
actual distribution of expenditures and equal distribution. The 
statistical value of Gini coefficient is between 0 and 1.  When 
Gini coefficient is 0 – there is perfect equal distribution of 
expenditures, while if Gini coefficient is 1 – there is absolute 
inequality in the society. 

0.257 

a2.3 Ratio of income of 
20% of well-off 
population and 
20% of the poorest 
population  

By quintile groups of population the ratio of annual income of 
the richest population to the poorest population. 

14.6 

a2.10 Share of state 
transfers as 
percent to total 
income of 
households  

Share of state transfers per one member of household to total 
monetary income of households. The state transfers include: 
income from all types of social and insurance pensions, 
benefits from state or community budgets,  regular monthly or 
lump sum assistance from social insurance fund, trade unions, 
from employers  and  other sources  

12.0 

A1_int Number of 
population with 
consumer 
expenditures less 
than 1 USD ()with 
USD  power of 
parity as percent to 
total number of 
population 

Number of population with average monthly consumption 
equal to 1 USD (adjusted by PPP of 1 USD) as percent to total 
de facto population.  

0.0 
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