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The EU has supported activities that promote confidence and people-to-people contacts, 
expand economic and business links, promote cultural and educational activities, and 
facilitate the dissemination of balanced information in both Armenia and Azerbaijan. 
 
There was no real progress on the normalisation of Armenia-Turkey relations, although a 
‘tête-à-tête’ of the two Foreign Ministers took place in the margins of the Black Sea 
Economic Cooperation Organisation Foreign Ministers’ meeting in Yerevan in 
December. 
 
 
3. ECONOMIC AND SOCIAL REFORM 
 
Macroeconomic outlook and developments2  
 
Economic growth decelerated to 3.2 % in 2013 from 7.3 % in 2012. This was the effect of 
a significant decline in private consumption, the slowdown of the Russian economy and 
lower agricultural output. 
 
Inflation accelerated from 2.5 % in 2012 to around 5.8% in 2013 on the back of 
significant increases in food and energy prices. In August 2013, the Central Bank of 
Armenia increased its policy rate from 8 % to 8.5 % whereas in November 2013 it 
brought it back to 8 % as inflationary pressures receded. 
 
Fiscal consolidation advanced thanks to expenditures restraint and improved revenue 
collection. Despite the sharp slowdown of the economy the fiscal deficit narrowed to 1% 
of GDP in 2013 compared to 1.6% of GDP in 2012.Revenue mobilisation and tax 
administration reforms will be key elements for achieving further fiscal consolidation. 
 
Armenia’s prudent fiscal policy and low cost of funding due to concessional borrowings 
from official lenders created a favourable credit profile. This enabled the successful debut 
issue of a USD-denominated Eurobond of 700 million at 6 % per annum due in 2020. The 
loan was used to advance the reimbursement of the USD 500 million loan provided by 
the Russian Federation in June 2009. The remaining USD 200 million has a three-tier 
use: (a) savings, (b) lending to commercial banks for on-lending to the private sector/ 
small and medium-sized enterprises (SMEs), and (c) deficit financing through reducing 
issuance of T-bills in 2014. This loan added only around two percentage points to the 
existing public debt (43.7 % of GDP) ) as the bulk of it was used in October 2013 for the 
repayment of the mentioned USD 500 million Russian loan dating from 2009. A careful 
fiscal stance needs to be maintained given Armenia’s graduation from concessional 
funding, which will increase financial diversification towards market-based funding. 
 
The country’s external position improved marginally in 2013, but remained fragile. The 
current account deficit improved to8.5 % of GDP in 2013 from 11.2 % in 2012 as the 
weakening of economic activity constrained the demand for imports. Fiscal restraint, 
along with exchange rate flexibility and structural reforms, will be needed to mitigate 

                                                 
2 Figures are from the national statistical office, the central bank, the IMF or Commission Staff estimates, 
as indicated in the Statistical Annex. When other data sources are used these are then indicated. 
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pressures on the balance of payments and reduce the accumulation of external debt 
(currently 79 % of GDP). 
 
In September the Armenian government announced that it would join the Eurasian 
Customs Union instead of establishing a DCFTA with the EU. Although this decision led 
to Russia reducing energy prices for Armenia, in the long run it is expected to increase 
economic and financial exposure to Russia and reduce Armenia’s resilience to economic 
shocks. It could negatively impact foreign direct investment (FDI) flows from EU 
countries; and may also incur costs relating to compensation due to WTO members as 
Armenia adopts Customs Union tariffs. 
 
Social situation, employment and poverty reduction 
 
The unemployment rate in 2013 was estimated at 10 %, compared to 9.9 % in 20123, 
with higher unemployment in urban areas. 
 
A new law raising salaries in both the private and public sectors, as well as the minimum 
wage, was adopted in the second half of 2013 as part of poverty reduction efforts. Public 
pensions will also increase, by about 15 % on average. A pension system reform entered 
into force on 1 January 2014, introducing a compulsory accumulative system. The child 
poverty rate remains high, with children with disabilities being among the hardest hit. 
According to UN data, only 54.3 % of extremely poor families and 4.1 % of poor families 
regularly receive benefits for families with children, which is partly due to lack of 
awareness of existing support. 
 
The shift towards integrated social services continued, involving the Ministry of Labour 
and Social Affairs and the Ministry of Territorial Administration; and such services were 
introduced in the Ararat region. 
 
In an effort to implement the National Employment Strategy and the Action Plan 2013-
2018, a new law on employment was adopted and entered into force on 1 January 2014. 
 
In the field of agriculture and rural development, a strategy for sustainable agricultural 
development, that includes rural development elements, continued to be implemented. 
Substantial EU support will be provided from 2014, within the ENPARD4 initiative; this 
will include development of an integrated strategy for agricultural and rural development. 
 
The Armenia Development Strategy replacing the non-operational Sustainable 
Development Programme 2008-2020 was launched, but the process remained at a draft 
stage. 
 
 
 
 
 

                                                 
3 Data are related to the persons aged 15-75 
4 European Neighbourhood Policy for Agriculture and Rural Development 


