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Introduction. One of the most important components of the internal policy of any
welfare state is social policy and its best balance to economic policy, which
assumes the implementation of comprehensive measures aimed at positive
developments in macroeconomic indicators, employment, improving the quality of
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life of the population, implementing various target programs for vulnerable
groups.

In accordance with the RA Law on Employment, the government adopts state
employment strategy and program. The program is the main blueprint for the
development and implementation of state employment policy. Naturally, as
required by law, the program of state employment regulation and the active labor
market programs must be based on the objective results of comprehensive, in-
depth analysis of the labor market, carried out at least annually. In this context,
the best design and implementation of the possibly efficient and innovative state
employment development solutions are of high importance.

Due to the pandemic, the negative tendencies registered in the RA labor
market, and especially the great uncertainties of their further manifestation are a
real challenge in the field of employment. These challenges are primarily relevant
to low-income employees, the long-term unemployed, settlements with a lower
than average republican level of economic development and, finally, can be
revealed as real new factors in poverty and deepening social tensions. In these
conditions, due to the current unprecedented challenges in the labor market, at
the core of which are the socio-economic consequences of the new COVID-19
pandemic and the objective issues of their prevention and eradication, the
analysis of labor market employment indicators becomes relevant, especially in
the macroeconomic context.

The purpose of this paper is to comprehensively analyze the labor market
and employment indicators of the Republic of Armenia, clarify the
macroeconomic correlations of these indicators, and propose possible solutions
for the implementation of positive employment developments.

To achieve the above objectives the following problems have been defined
and solved.

= Cross impact analysis of employment, labor market developments, and

other macroeconomic indicators

= |dentification of state employment policy, labor market activation

problems

= Presentation of possible solutions for the development of employment,

labor market activation

Literature review. Many economists have discussed and clarified such concepts
as employment, unemployment, and other labor market issues over time.
Numerous studies indicate that the labor market plays a central role in the
process of socio-economic development. Sustainable and secure employment is
one of the basic ways to get out of poverty and promote growth. Despite this
important role of the labor market in the economy, in many developing countries
low productivity, low wages, inadequate access to social security and employment
support, as well as inequality among women, young people, and certain groups in
society continue to be the case.
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In many developing countries employment by sectors has undergone
significant structural changes. According to Kraay and Van Rijckeghem,' the
share of public employment in the formal sector was about 23% and 28% in 1981-
1992. In Latin American countries, according to the data of 2018, public sector
employment in total employment averages 11.9%, slightly lower than in 2011 -
12.3%, and in Organisation for Economic Cooperation and Development (OECD)
countries it reached 21.1%.2 According to OECD data, the share of the public
sector employment has been declining in the last few years, reaching 17.9% in
2020. There are still countries where the share of the public sector employment
remains high (Sweden 28.6%, Denmark 27.6%, Iceland 24.9%).3

Empirical studies highlight that economic growth tends to be positively
associated with job creation. Khan estimates that the employment elasticity of
GDP growth in developing countries is 0.7.* At the global level, Kapsos® states
that for every 1-percentage point of additional GDP growth, total employment has
grown between 0.3 and 0.38% in 1991 and 2003.

While economic growth and job creation are interrelated, it is important that
growth should occur in the sectors that have the potential to absorb labor at a
large scale. Some sectors and activities are more employment-intensive than
others. Basnett and Sen identify an extensive body of evidence that suggests that
growth in manufacturing and services has a particularly positive impact on
employment.® The impact of GDP growth on employment in agriculture is found
to be limited overall, while value-added growth in the agriculture sector has a
relatively large impact on employment. For textiles, the body of evidence is small,
but the study suggests that growth positively contributed to job creation. For
agribusiness and food processing, the authors find a positive impact of growth on
employment. Melamed, Hartwig and Grant’ state that growth in services is
becoming relatively more important in driving employment than manufacturing.
The authors looked at research on 24 growth episodes dedicated to the 1980s,
1990s and 2000s, and there was evidence of the impact of employment in
different sectors. In 18 sectors, poverty had fallen, in 15 out of which there had
been an increase of employment in services, in ten - an increase in industrial

Kraay, A., & Rijckeghem, C.V. (1995, August). Employment and wages in the public sector: a cross-
country study. SSRN Electronic Journal. DOI:10.2139/ssrn.883218

OECD. (2020).Government at a Glance: Latin America and the Caribbean 2020, OECD publishing,
Paris, https://doi.org 10.1787/13130fbb-en

Source: www. stats.oecd.org

Khan, A.R. (2007, July). Growth, employment and poverty: An analysis of the vital nexus based on
some recent UNDP and ILO/SIDA studies. DESA Working Paper No. 4.
https://www.un.org/esa/desa/papers/2007/wp49_2007.pdf

Kapsos, S. (2005, August 10). The employment intensity of growth: Trends and macroeconomic
determinants. Employment Strategy Papers, 2005/12. https://www.ilo.org/wcmsp5/groups/public/-
ed_emp/-emp_elm/documents/publication/wcms_143163.pdf

Basnett, Y., & Sen, R. (2013, September). What do empirical studies say about economic growth
and job creation in developing countries. Overseas Development Institute.
https://assets.publishing.service.gov.uk/media/57a08a2340f0b652dd0005a6/Growth_and_labour_a
bsorption.pdf

Melamed, C., Hartwig, R., & Grant, U. (2011, May). Jobs, growth and poverty: what do we know,
what don’t we know, what should we know?. Overseas Development Institute.
https://cdn.odi.org/media/documents/7121.pdf
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employment, and in six cases - an increase of employment in agriculture.
Similarly, Kapsos finds that historical global employment elasticities by economic
sectors are the highest in services (at 0.61 percent).?

Basu and Nag show the relationship between macroeconomic policy,
activation of the financial market, and employment growth. The paper shows that
the balanced budget fiscal expansion, capital account liberalization, and
agricultural expansion lead to expansion of the industrial sector as well as the
level of employment.®

In terms of the impact of COVID-19, the International Labor Organization's
study raises concerns about the disproportionate impact of COVID-19 and shows
that there are five primary vulnerable groups: employed population in informal
sector, and in the deepest sectors of the crisis, youth, women, and low-skilled
workers.'® Fazzari and Needler conclude that the macroeconomic effects of the
epidemic could be a deepening of inequality, a reduction in consumption, and
aggregate demand, which would slow economic growth.

Armenia still has a tangible space to improve active labour market policy.
According to Duncan Campbell, Per Ronnds and Arman Sargsyan, Armenia has
suffered from a serious deficiency of productive jobs ever since the collapse of
the Soviet economy in the early 1990s. For a long time, this deficiency took both
the form of an absolute shortage of employment opportunities in the domestic
economy and large numbers of working poor. The past decade saw a marked fall
in working poverty, while the quantitative deficits of jobs remained very high.
Indeed, despite economic growth, the number of people employed in the
domestic economy fell until a few years ago, while close to a fifth of the labour
force has remained unemployed. These large deficits of domestic employment
opportunities persisted despite an absence of demographic supply pressure on
the labour market and can largely be ascribed to systemic structural weaknesses
in the economy that emerged after the collapse of the earlier Soviet economy.
The preceding three years saw significant growth of non-agricultural employment,
resulting from the very positive economic development (Table 3). Indeed, the
contrast between labour market developments in the past few years and previous
decade is quite remarkable and suggests a positive trend break. Yet, the overall
conclusion must be that the human and labour resources in Armenia were still
severely underutilised as the Covid-19 pandemic hit the Armenian economy and
labour market, despite the labour market improvements in the past few years.™

8 Kapsos, S. (2005, August 10). The employment intensity of growth: Trends and macroeconomic
determinants. Employment Strategy Papers, 2005/12. https://www.ilo.org/wcmsp5/groups/public/-
ed_emp/--emp_elm/documents/publication/wcms_143163.pdf

9 Basu, M. & Nag, R.N. (2020). Open economy macroeconomics of commodity price fluctuation,
sectoral inter-linkage and employment., Journal of Economic Studies, 47(6), 1467-1494.
https://econpapers.repec.org/article/emejespps/jes-11-2018-0399.htm

10 International Labour Organization. (2020, April 30). Essential labour force survey content and
treatment of special groups. https://www.ilo.org/wcmsp5/groups/public/-dgreports/-
stat/documents/publication/wcms_741145.pdf

' Steven, M.F. & Needler, E. (2021, March). US employment inequality in the great recession and the
COVID-19 pandemic. Institute for new Economic Thinking, Working Paper 154.
https://doi.org/10.36687/inetwp154

12 Campbell, D. R., & Sargsyan A. (2020, October). A rapid assessment of the employment impact
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Methodology. The methods of statistical, mathematical, comparative, structural,
and econometric analysis were used in the framework of this research.

Annual and quarterly time series of employment, unemployment, other labor
market-related indicators as well as other macroeconomic correlated indicators
were used. The research covers the changes taking place in the RA labor market
from 2014 to 2021, as well as connections with the changes in macroeconomic
indicators.

Publications of the Statistical Committee of the Republic of Armenia for
2014-2021, reports on the activities of the RA State Employment Agency (SEA),
the RA Law on Employment, publications of international organizations such as
International Labor Organization, the World Bank, Eurostat, the European Bank
for Reconstruction and Development and other research papers were used. The
study used time series of indicators such as the number of employed and
unemployed people, employment and unemployment rates, average monthly
salary series, etc. The latter, as a result of using different statistical
methodologies by the RA Statistical Committee had comparability issues. In order
to avoid this problem, the authors used adjusting method and obtained
connecting coefficient for the series.

Modified versions of ARIMA class models ARIMAX were used. In addition to
ARIMA components, ARIMAX contains seasonality and exogenous variables. As a
result, the authors found that the explanatory variable is related to the time series
components and the exogenous variable.

Analysis. Unemployment as an endogenous economic phenomenon is closely
linked to different market elements. When the economy is inactive and can not
create enough jobs, the production of goods and services is insufficient, which
causes the decrease in economic growth.

In the long term, starting from the early 1990s until 2008, Armenia had
essentially stable and high economic growth. The global financial crisis of 2008
and the effects of the 2020 pandemic as well as hostilities had a more severe
impact on Armenia's macroeconomic situation, as a result of which GDP growth
was sharply reversed.

In 2015-2019, the GDP in Armenia had a stable growth tendency. The
average growth rate was 4.7%, the maximum growth rate of 7.6% was registered
in 2019. In 2020, due to the mentioned effects, 7.4% economic downturn was
registered (Figure 1), while the global economy declines by -3.2% in 2020, with a
recovery of 5.9% projected for 2021."

and policy responses of the Covid-19 pandemic on Armenia.
https://www.ilo.org/wcmsp5/groups/public/-europe/-ro-geneva/-sro-moscow/documents
/publication/wecms_762029.pdf

13 Jackson, J.K., Weiss, M.A., Schwarzenberg, A.B., Rebecca M. Nelson, R.M., Sutter, K.M., &
Sutherland, M.D. (2021, November 10). Global economic effects of COVID-19. US Congressional
Research Service. https://sgp.fas.org/crs/row/R46270.pdf
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Figure 1. Dynamics of RA GDP and economic growth in 2014-2022. billion AMD

The analysis of forecasts shows that the recovery of Armenian economy in
2020 will neutralize the negative macroeconomic impacts in the medium term,
and 7.4% decline in 2020 will be restored by the results of 2022. As a result of
the 2021-2022 overall positive impact, taking 2020 as the base year, the recovery
rate will increase by 7.85%. Returning to the pre-shock stage, GDP rehabilitation
in 2022 will be about 1.9% compared to 2019.

In the following Figure, real growth rate of the economy of the Republic of
Armenia in the longer run is shown (Figure 2).
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Figure 2. Dynamics of real GDP growth in Armenia in 1994-2020, % '°

Figure 2 shows that Armenian economy is more fluctuating than in the rest
countries, with above-average growth. From the mid-1990s to 2008, the GDP per
capita in Armenia more than tripled, as a result of the significant economic
growth.’® The GDP growth rate reached a record high level of 14% in 2003,

4 Source: Armenia Overview (worldbank.org) -
https://www.worldbank.org/en/country/armenia/overview#3
15 Source: Statistical Committe of the Republic of Armenia

16 This summary is based on on the Asian Development Bank (ADB) Advanced Analysis - Economic
analysis. Basic research.


https://www.worldbank.org/en/country/armenia/overview#3

SOCIAL POLICY

which was the basis for the most optimistic experts to describe the Republic of
Armenia as a "Caucasian tiger"."” However, the global financial and economic
crisis of 2008 hit this trend sharply. Stable growth trend was registered in 2013-
2015, making an average of 3.3%. In 2016, real GDP growth slowed to 0.2%. In
2018, 5.2% growth was registered, which is 2.3 percentage points lower than in
the previous year. In 2019, compared to the previous year, the real GDP growth
rate was 7.6%. Taking into consideration the negative impacts on the observed
macroeconomic environment as a consequence of COVID-19, in the first quarter
of 2020 macroeconomic indicators still had inertial growth tendencies. GDP
amounted to 1,267,151 million AMD, which is by 2.02% higher than the GDP of
the comparable period of 2019. In the first quarter of 2020, GDP increased by
3.8% compared to the previous quarter. However, COVID-19 as well as military
clashes in Artsakh continuously had a negative impact on the economy. Already
starting from the second quarter, which coincides with the outbreak of the
pandemic, the economy registered a decline of about 13.7%, and in the third and
fourth quarters, the decline was about 9%. Finally, according to the data
published by the Statistical Committee for 2020, the rate of economic decline was
as much as last year’s growth - 7.6%. According to the forecast of the Central
Bank of Armenia in 2021, the economic growth should form 4-5%. As of April
2021, the World Bank forecasts 3.4% GDP growth in Armenia in 2021, and 4.3% -
in 2022.®

According to the analysis of 2021 first-quarter data, the negative effects of
COVID-19 and the Artsakh war were still maintained in the economy. In
particular, the volume of GDP, at the prices of the previous year is about
1,226,131 million AMD, which declined by -1.37% compared to the same period of
2020. However, starting from the second quarter of 2021, positive tendencies of
recovery are observed in the economy, which is reflected in the economic activity
index. In April and May 2021, the economic activity index was 123.2% and 110.9%,
respectively, compared to the same period of the previous year.”® On annual
basis, it should be noted that the economic activity index is significantly correlated
with economic growth, and, in 2020, the index is 92.5%, with a decline of 7.5%.

During 2015-2020, active structural changes were registered in the RA
economy (Table 1). The share of agriculture in GDP decreased year by year (by
about 5.2 percent point) and in 2019, this Figure forms 12.0% of GDP. The
employment rate in the agricultural sector in 2019 is about 23% which is about 5
percentage points lower than the same indicator of the previous year. According
to the data of 2020, the share of agriculture has again decreased to 11.7%. In
contrast to agriculture, the spheres of manufacturing, financial and insurance
activities, healthcare, social services, culture, entertainment and recreation
increased. As can be seen from Table 1, there is a large decline in the
construction sector: in case of that in 2015 construction accounted for about
9.4% of GDP, in 2020, the level decreased to 6.8% but the number of people

7S, Mitra and others (2007, March). The Caucasian tiger. Sustaining economic growth in Armenia.
World Bank. https://doi.org/10.1596/978-0-8213-6811-4

18 Source: Armenia Overview (worldbank.org)

19 Source: Statistical Committee of the Republic of Armenia
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employed in construction did not fluctuate significantly, and according to the data
of 2020, continues to be almost 5%.
Table 1
Shares of selected sectors of the economy in GDP 2015-2020%°

| 2015|2016 | 2017 | 2018 | 2019 | 2020

Agriculture, forestry, and fishing 172 164 150 139 120 1.7
Mining 2.1 2.6 3.3 2.8 2.8 3.4
Manufacturing (processing) 9.2 103 106 1.3 1.7 124
Supply of electricity, gas, and steam 4.6 4.5 4.1 3.5 3.2 3.5
Construction 9.4 7.8 7.3 6.6 6.2 6.8
Wholesale and retail trade. repair of vehicles 10.9 9.8 1.1 1.5 15 108
Telecommunication 3.4 3.5 3.3 3.2 3.3 3.7
Financial and insurance activities 3.9 4.4 4.9 5.5 5.9 6.7
Real estate activities 8.7 8.6 7.8 7.6 7.5 7.1
!’ubllc administration, compulsory social 48 49 47 44 44 54
insurance

Education 29 3.0 2.7 2.6 2.3 2.6
Health care 3.9 4.1 4.2 4.3 4.7 5.7
Culture, entertainment, and leisure 3.2 4.6 4.6 5.6 6.5 5.1

Jobs are crucial to overall well-being. There is a need for job growth in
Armenia, as well as jobs that are more in line with the methodology set by the ILO
Institute for Decent Work, to increase overall welfare, reduce poverty and
inequality, and facilitate the transition to a modern, globally integrated economy.
We need to respond to the challenges of the world - only these changes can
become new opportunities - serve as a powerful tool for poverty reduction.

Starting from the 2010 slow decline, in 2017 the poverty rate decreased
sharply up to 25.7%, mainly due to the improved economic growth. The same
trend was registered in 2018 when economic growth was 5.8%, and poverty
decreased to 23.5%. In 2019, the poverty rate increased to 26.4%. Comparing the
level of poverty with economic growth, the Figure also shows a certain negative
correlation, which is more obvious in the case of long-term series (Figure 3).
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Figure 3. The poverty rate and economic growth in Armenia 2014-2019%

20 Source: Statistical Committe of the Republic of Armenia
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As the majority of employees are hired workers, whose main source of
income is wages, in the context of income policy, the wage policy is of high
importance.

It is a remarkable positive circumstance that the ratio of the minimum wage
to the average wage in Armenia has increased from 39.4% to 44.1% since 2015-
2020 (Figure 4). On the other hand, the average salary has grown steadily and
the average growth rate in the observed period was 2.1%.
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Figure 4. Minimum wage and average nominal wage, 2015-2020, AMD

The dynamics of the average monthly nominal wage in 2021, as well as the
percentage change over the same period of the last year are shown in Figure 5.
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Figure 5. Changes in the average monthly nominal wage in 2021

Figure 5 shows that during 2021 average monthly nominal wages increased
by 6.3% compared to the same period in 2020. At the same time, it should be
noted that if we look at the average monthly nominal wage by sectors, we can see
that as of November 2020, the average wage in the non-public sector is higher
(17.4%) than the average wage in the public sector.

2 Poverty rates are calculated using the 2009 methodology.
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Figure 6. Average monthly nominal wages by types of economic activity, 2021 May

The study of the average monthly nominal wages by types of economic
activity shows that as of May 2021, the lowest average nominal wage is in public
food sector, and top four sectors are information, communications, finance,
mining and public administration. The average nominal salary of IT workers
reaches around 644 thousand AMD (Figure 6). The Figure stresses the reason of
Gini coefficient, showing income inequality that remains high in Armenia.
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Figure 7. Correlation between the number of the unemployed and GDP per capita,
2008-2020 (quarter data)

The GDP factor is a key in the development of the employment sector in
Armenia. It is noteworthy that in 2008-2020 the econometric analysis of the
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quarterly series shows a high negative correlation of the number of the
unemployed per capita GDP, forming -0.73. This result implies that not only
economic decline reduces unemployment, but also that the likelihood of being
employed significantly depends on the expectation of job benefits from the public
and there is a certain limit of salary below which the public in Armenia is not
significantly inclined to be employed.

For the relationship modelling between GDP and unemployment, the
ARIMAX model was used, with autoregressive, integrated, moving average and
exogenous variables. The basis for the selection of the model was the IMF
designed model (IMF, 2018).22 IMF offers the following approach for modelling of
labor force and GDP relationship.

U; = ¢y + ¢, X GDP, + c3 X control_variables; + &, (1)

where:
U: - unemployment rate in t period,
GDP; - real GDP in t period,
control_variables; - the group of other influential/control variables.
According to the same approach, the results of the modelling GDP and
unemployment relationship are as follows:

ARIMA (1,0,0) (0,0,0) [4]
U, = 315,4 — 0,05466 x GDP, + 0,3483 x U,_; . 2)

The dependent variable of the model is the number of the unemployed. The
regressors of the model are the real GDP (million AMD) and the first lag of the
number of unemployed. The coefficient of elasticity is -0.26.

The result shows that the 1% GDP growth in Armenia supposes a 0.26%
reduction in the number of the unemployed. According to Kapsos, employment
elasticity in Armenia was 0.24 between 1999-2003, so the inclusiveness of growth
improvement is not actually tangible. Kapsos also showed that the global elasticity
is 0.38, which is again far away from Armenian Figure.?

Table 2
Labour productivity in Armenia in 2019 and 2020 (estimated)

| 2019 2020

Employed population 1,010,425 990,975
GDP, min AMD 6,551,850 6,183,742
Labour productivity, AMD(annual) 6,484,251 6,240,059
Labour productivity, USD 13,502 12,753

Source: Calculated by authors using official statistics data.

Table 2 shows that the decline of productivity with AMD in 2020, comparing
to 2019 is 3.7%. As in GDP growth, labor productivity also still remains below the
pre COVID-19 baseline at the end of 2021. It is estimated that productivity will be

2 Khatat, M.EL H. (2018). Monetary policy and models of currency demand. International Monetary
Fund, WP/18/28.

23 Kapsos, S. (2005, August 10). The employment intensity of growth: Trends and macroeconomic
determinants. Employment Strategy Papers, 2005/12. https://www.ilo.org/wcmsp5/groups/public/-
ed_emp/-emp_elm/documents/publication/wems_143163.pdf
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12,509 USD, which is even below that of the 2020 Figure, which can have a
tangible recovery during the second and third quarters of 2021.
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Figure 9. The volume of GDP per employee from 2014 to 2020, USD?**

Figure 9 shows the volume of GDP per employee in Armenia, Russia,
Georgia, the United States, Belarus, and EU. As we can see, the US index is
unsurpassed for the countries under review. According to the data of 2020, the
US index is twice higher than the second highest EU member states, 6 times -
than the index of Russia and about 10 times - than the index of Armenia. In other
words, we can conclude that the result of 1 employee in the US is about 10 times
more efficient than in Armenia. Since 2017, the index of the Republic of Armenia
has shown a growing tendency: the average annual growth rate is 8%. In Belarus,
the average growth rate is 6.8% and since 2019, it has lagged behind the index of
Armenia. Georgia has the most modest rate among the countries under
observation: the average annual growth rate is about 2.4%.

From 2014 to 2020, population and labor resources and, consequently,
labor force decreased from year to year, respectively, by an annual average of -
0.32%, -2.1%, and -4.6% (Figure 10).
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Figure 10. Population, labor resources and labor force®

24 The calculations were performed by the authors
%5 2020 data is initial and unadjusted by residents.
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The number of the employed tends to decrease slightly and the average
annual decrease rate is -0.2%. In the case of the unemployed, the change is more
abrupt and on average forms -2.9% (Figure 11).
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Figure 11. Dynamics of the employed and unemployed in 2014-2020%

If between 2015 and 2020, the economy in Armenia grew by an average of
2.3% per year, the number of employed people decreased by an average of 3%
during the same period (Figure 12). In high-income countries, in general, there
has been a sharp decline in employment and growth positive correlation since the
financial crisis. Thus, in the post-crisis years, the elasticity was 0.5%, and in the
after-crisis period it forms 0.18.% Even in this case, the low and even negative
elasticity of employment in Armenia is significantly polarized.

2015 2018 2020

= F conomic growth e Growth rate of employed

Figure 12. Employment growth rate and economic growth dynamics
from 2015 to 2020, %

In Armenia, the transformation of the employment structure is taking place
at a rather slow pace (Figure 13). As a result, the share of the employed in
agriculture is still high, forming 22% in 2019. In other countries with a GDP per
capita level of Armenia, only about 10-15% of the labor force is usually engaged in
agriculture, and the employment consists of hired workers or the self-employed

% The sample weights are not adjusted according to the current census of the RA de jure population.
7 D. Merotto, D. Weber, M., & Aterido, R. (2018). Pathways to better job in IDA countries. Finding
from job diagnostics. The World Bank. Jobs Series; No. 14. http://hdl.handle.net/10986/30594
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who work in non-agricultural sectors. This kind of high rate is another sign of the
weak economy.
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Figure 13. Structural changes in employment in the world by type
of economic activity

The trend of the number of the employed in the last five years is negative in
Armenia: the average annual decrease is 1.6%, while the number of the employed
in the public sector in 2014-2019 increased by an average of 3% per year.
According to 2019 data, employees in the public sector accounted for 24% of the
total employed. Comparing to OECD countries, the same Figure is 17.9% in 2020
(OECD, 2020). The latter shows that public employment in Armenia is sharply
overloaded which is unnatural, and better efficiency, better balancing of overall
labour market are a must. The same report shows that some 2-3 countries have a
higher share, close to Armenia, but those countries are mainly Scandinavian with
stronger economies.
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Figure 14. Employment dynamics by public and private sectors

The share of employed men in the total number of the employed is 54%, and
women - 46%. Employment of men decreased by an average of 2% per year

during the period under review, and in the case of women, the decline was more
noticeable, forming 5%. As we can see, in 2019 the number of employed women
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increased by about 25 thousand, compared to the number of employed men -
about 5 thousand (Figure 15). Finally, the Figure shows that the gender gap
increases over the years.
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Figure 15. Employment by gender

Armenia is one of the highest in the world (13th) and in the region with the
number of Not in Education, Employment, or Training (NEET). As Figure 16
shows, although Armenia has made significant progress in youth employment
since 2018, NEET is still high compared to other two countries.
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Figure 16. The proportion of NEET among total youth in regional countries,
2014-2019

The study of the employment dynamics by separate age groups shows that
the employment of 15-19 aged people in 2014-2019 has an average annual
growth of 1.6%, among young people aged 20 to 24 employment decreased by an
average of 5.8% per year, among 25 to 29 years old the decrease formed 3.5%
(Figure 17). In other words, we can conclude that youth employment has declined
over the period under review. Almost no significant changes were observed
among the 30-34 age group, and an average annual growth of about 1% was
recorded among the 35-39 age group. There is a sharp decline among the 40-44
age group and the annual average of this group is -3.8%.
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Figure 17. The employed by age groups, thousand people
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Labor force participation, employment and unemployment rates show that in
2014-2020 the labor force participation rate decreased by 0.8%, employment
rate increased by 0.6%, and the unemployment rate decreased by an average of
0.8% per year (Figure 18).
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Figure 18. Labor force participation, employment and unemployment rates from
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Figure 19. Employment rate and economic activity index from 2015 to 2020, %*°

2 Data for 2020 is initial.
2 Data for 2020 is initial.
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In the dynamics of the economic activity index and the level of employment
presented in Figure 21, certain patterns are also noticeable, especially the growth
tendencies of 2016-2019 and synchronous decrease trend in 2020.

Regarding COVID-19 employment influences, we used World Bank
“COVID-19 Business Pulse Survey”.3° The data show that Armenia has one of the
deeper employment impacts among 51 observed countries. The following Figure
shows that Armenia has the worst index (-62%) among the selected countries and
is at 45" place in 51 countries ranking.
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Figure 20. Average percentage change in monthly sales in 2020, compared to 2019

Figure 21 shows the share of establishments that fired workers in May 2020,
and it is a logical continuation of sales shortage in the above Figure. Here again,
around 12% of employers fired some staff during one month in Armenia. Among
51 countries, Armenia does not have a very bad position and is almost placed in
the middle of the list.

14.00 1337
12.00
10.00
8.00
6.00
4.00
2.00
0.00

Nt
=

11.04

0.42

TTTniE
UL
TE
T

Albania Armenia Cyrus Georgia Hungary Italia

Figure 21. Share of establishments that fired workers in May 2020

Active labour market policy is one of the key influencing state institutions
which can make development interventions and structural changes in labour
market and somehow eliminate above presented destructions. The very first setup
of active labour market policy framework was implemented in Armenia in 2006.
Currently, the country has 14 ALMPs that have shown not very efficient

30 WB Business Pulse Survey, 2021.
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performance. In 2020, several changes in ALMPs have been made. A particular
number of programs with low effectiveness were suspended, mainly related to the
private job agencies’ support and jobseekers’ transportation support. Instead of
excluded ALMPs, more beneficiary (social group) targeted ALMPs launched,
directly targeting young women, people with disabilities. Responding to COVID-
19, SEA launched online training course “How to find a job”, which is important
to serve soft skills especially to the first-time job seekers.

However, in 2019, only 3.2% of the registered unemployed were covered by
ALMPs.3" Another issue is that planning of the ALMP’s annual project is roughly
estimated. Thus, in 2019, in around 7 planned ALMPs, the planned number of
beneficiaries was around 60% overestimated than actual beneficiaries after
implementation.

In general, institutional, informational and operational bases of the state
employment policy are not yet fully provided. The mentioned framework is
objectively necessary for the fully positive impact on the labour market
rehabilitation. Without sufficient grounds, it is practically impossible to ensure the
programmatic priorities derived from the main objectives of the employment
policy.

Financing of policy implementation in Armenia is extremely low. The average
share of state expenditures on social protection, where the employment expenses
are included, forms 6.8% of GDP in Armenia. Moreover, starting from 2016, this
indicator has tended to decrease. In 37 OECD countries, the average share of
public spending on social protection is 20.1% of GDP. The lowest rate in OECD
countries is 7.5% in Mexico and 31.2% - in France.® The average index of the
mentioned indicator in the EU countries is 19.2%.33

IT solutions for the employment policy management are obsolete and
incomplete. There is no complex IT system, inducing back office and front office
(also online) business processes organization, automated monitoring, and digital
report generation solutions. There is no online service provision solution,
beneficiaries may visit SEA regional offices for registering and getting the service.
This is also an obstacle in current COVID-19 situation.

ALMP’s mainly do not let the same beneficiary be involved in the next
program after the prior one in the same year, so there are limited possibilities for
vulnerable jobseekers to have better results, for example, involving in training
program and job placement program. ALMPs procedures and eligibility criteria
are often very complicated and there is a lack of wide awareness rising media,
with introducing of simplified rules and using up to date information channels,
tools.

Another issue is that planning and management of ALMPs are not based on
contemporary project management methodology and tools.

31 Source: www.armstat.am

32 Source: Social spending, OECD Data, 2018. https://data.oecd.org/socialexp/social-spending.
htm#indicator-Figure

33 Eurostat Statistics Explained. (2020). Government expenditure on social protection.
https://ec.europa.eu/eurostat/statistics-explained/index.php/Government_expenditure on_social

protection
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Conclusions and recommendations. Ensuring high rates of development is a
key issue for the economy of the Republic of Armenia, and one of the main
factors directly affecting economic development is the effective use of labor
potential.

There are a number of issues in the RA labor market, including high
unemployment, low wages, unequal development of the labor market and
economy by regions, weak development of labor market infrastructure.

Economic growth is not inclusive in Armenia. Econometric estimates of the
relationship between employment indicators and GDP show that their reciprocal
effects are not unequivcal, but for example, a 1% increase in GDP in Armenia
implies only 0.26% reduction in the numboer of the unemployed. Armenia did not
lead to job creation as the real GDP of the Republic of Armenia increased by
2.3% on average during the observed period, but, in contrast, the number of the
employed decreased by 3%. Armenia is also facing a serious challenge due to
youth unemployment. NEET in the total youth in the regional countries, Armenia
has the worst indicator.

Public employment in Armenia is sharply overloaded which is unnatural, and
better efficiency, better balancing of overall labour market are a must. The
solution of raised problem is to increase labour productivity in public sector,
which will also lead to the decrease of the number of employed people.

Thus, one can prove that the sphere of employment and labor is essentially
problematic in Armenia, and in the short run, the continuation of negative
tendencies is more probable. In this context, the consistent improvement of the
main indicators of the labor market by the national policy is of high importance.
National policy must be directed to the implementation of flexible and
comprehensive state regulation, based on the comprehensive labor market
situation, appropriate planning, and implementation of innovative tools.

State ALMPs need to be redesigned and aligned with the current state of the
job market, current needs. Based on the planning and implementing differences,
it is the case that ALMPs are still not very attractive both for employers and for
job seekers. Employers must clearly see the set of benefits from the program.
The same is for job seekers: many programs do not guarantee a high possibility
of long-term and decent work.

There is a lack of flexible procedures from the National employment policy
institution, rules, and capacity to respond quickly when agile changes are needed.
National employment policy institutions could be more inclusive using quick and
targeted solutions to respond to COVID-19 employment threats in addition to the
government programs. For example, public works ALMP can be intensified as a
COVID-19 quick response.

Innovative and comprehensive IT solutions both internal and online may be
very efficient for better results, proactiveness and quicker response, and the new
IT infrastructure may provide monitoring and evaluation, and reporting. A
corporate IT platform may also help in decision making and have one single and
comprehensive hub to connect all regional offices. Online platform for job
seekers and employers is also one of the urgent solutions which can rapidly raise
involvement level.

103



104 MESSENGER OF ASUE 2021.5

References

11.

10.

12.

13.

Ubpnudjwu, W. U. (2009): Uppuwipwtiph pniyw: Rwugquly-97:
http://ijevanlib.ysu.am/wp-content/uploads/2018/05/melgumyan. pdf
Utipnwdjwu, U. b nippgubip (2014): Snpdwgpynieiniup b wpfuw-
wnwywpdh wuhwywuwpnyeyniup £<-nwd, Gp., Sunbuwgbun,
«Udpbipn» dwwnbuwown 9, ISBN 978-9939-61-097-9, 84:

Dutt, AK., Charles, S., & Lang, D.(2015, September 24).
Employment flexibility, dual labour markets,growth, and distribution.
Metroeconomica, 66(4), 771-807. https://doi.org/10.1111/meca.12093
Chami, R., Abdih, Y., Behar, Cevik, S., Dougherty-Choux, L.,
Furceri, D., Janus N., & Zimand, P. (2012, September). A template
for analyzing and projecting labor market indicators. Middle East
and Central Asia Department.

https://APA_Citation_Style Overview 7th_Edition 2020.pdf
Berman, Y.,(2020, May 17). The distributional short-term impact of
the COVID-19 crisis on wages in the United States. MPRA

Paper 100466. https://mpra.ub.uni-muenchen.de/100466/

Davis, E., & Bachewe, F., (2004, May). Employment growth and
commuting patterns in rural labor markets. American Agricultural
Economics Association. DOI: 10.22004/ag.econ.19955

Campbell, D. R., & Sargsyan A. (2020, October). A rapid assessment
of the employment impact and policy responses of the Covid-19
pandemic on Armenia. https://www.ilo.org/wcmsp5/groups/public/---
europe/---ro-geneva/---sro-
moscow/documents/publication/wcms_762029.pdf

Bentour, E.M. (2020). Assessing job losses due to the Coronavirus
Pandemic (COVID-19) and the minimum required economic growth
for job creation in the Arab labour market. Working Papers halshs-
03007781, HAL. https://halshs.archives-ouvertes.fr/halshs-03007781
Cereda, F., Rubiao R.M., & Sousa L.D. (2020, July 31). COVID-19
labor market shocks. poverty in Brazil: A microsimulation analysis.
The World Bank.
https://openknowledge.worldbank.org/handle/10986/34372

Lavado, P., & Yamada, G. (2015, December). Fear of labor
rigidities: The role of expectations on employment growth in Peru.
IZA Discussion Papers No 9592. https://docs.iza.org/dp9592.pdf
Merotto, D., Weberand, M., & Aterido, R. (2018). Pathways to better
Job in IDA countries. The World Bank.
https://openknowledge.worldbank.org
[bitstream/handle/10986/30594/130463.pdf?sequence=5&isAllowed
=y

Raleva, S. (2014). Impact of Labour on Economic Growth in Bulgaria
(1991-2013). Economic Alternatives, University of National and
World Economy, issue 3, 5-14.
https://www.unwe.bg/uploads/Alternatives /1_broi_3_2014.pdf
Economic Commission for Latin America and the Caribbean(ECLAC).
(2020, May 12). The social challenge in times of COVID-19 (No 3).
https://repositorio.cepal.org/bitstream/handle/11362/45544/S200032
4_en. pdf?sequ ence=1&isAllowed=y



https://ideas.repec.org/a/bla/metroe/v66y2015i4p771-807.html
https://ideas.repec.org/s/bla/metroe.html
https://doi.org/10.1111/meca.12093
https://apa_citation_style_overview_7th_edition_2020.pdf/
https://ideas.repec.org/p/pra/mprapa/100466.html
https://ideas.repec.org/p/pra/mprapa/100466.html
https://ideas.repec.org/s/pra/mprapa.html
https://ideas.repec.org/s/pra/mprapa.html
https://mpra.ub.uni-muenchen.de/100466/
https://ideas.repec.org/p/ags/aaea04/19955.html
https://ideas.repec.org/p/ags/aaea04/19955.html
https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-moscow/documents/publication/wcms_762029.pdf
https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-moscow/documents/publication/wcms_762029.pdf
https://www.ilo.org/wcmsp5/groups/public/---europe/---ro-geneva/---sro-moscow/documents/publication/wcms_762029.pdf
https://ideas.repec.org/p/hal/wpaper/halshs-03007781.html
https://ideas.repec.org/p/hal/wpaper/halshs-03007781.html
https://ideas.repec.org/p/hal/wpaper/halshs-03007781.html
https://ideas.repec.org/s/hal/wpaper.html
https://ideas.repec.org/p/wbk/wboper/34372.html
https://ideas.repec.org/p/wbk/wboper/34372.html
https://ideas.repec.org/p/iza/izadps/dp9592.html
https://ideas.repec.org/p/iza/izadps/dp9592.html
https://ideas.repec.org/s/iza/izadps.html
https://openknowledge.worldbank.org/
https://ideas.repec.org/a/nwe/eajour/y2014i3p5-14.html
https://ideas.repec.org/a/nwe/eajour/y2014i3p5-14.html
https://ideas.repec.org/s/nwe/eajour.html
https://www.unwe.bg/uploads/Alternatives

SOCIAL POLICY

14. Kraay, A., & Rijckeghem, C.V.(1995, August). Employment and
wages in the public sector: a cross-country study. SSRN Electronic
Journal. DOI:10.2139/ssrn.883218

15. Khan, A.R. (2007, July). Growth, employment and poverty: An
analysis of the vital nexus based on some recent UNDP and ILO/SIDA
studies. DESA Working Paper No. 4.
https://www.un.org/esa/desa/papers/2007 /wp49 2007.pdf

16. Kapsos, S. (2005, August 10). The employment intensity of growth:
Trends and macroeconomic determinants. Employment Strategy
Papers, 2005/12. https://www.ilo.org/wcmsp5/groups/public/-
ed_emp/-emp_elm /documents/publication/wcms_143163.pdf

17. Basnett, Y., & Sen, R. (2013, September). What do empirical studies
say about economic growth and job creation in developing countries.
Overseas Development Institute.
https://assets.publishing.service.gov.uk
[media/57a08a2340f0b652dd0005a6/Growth_and_labour_absorptio
n.pdf

18. Steven, M.F. & Needler, E. (2021, March). US employment inequality
in the great recession and the COVID-19 pandemic. Institute for new
Economic Thinking, Working Paper 154. https://doi.org/10.36687

[inetwp154

uruuv vurqusuu

<NSL iptpbuwlwi pupnpdwiphluyp b pbnbhuwinduwlywi
hwdwluwpqgbph wdphnth nngbbwy, pptppbuwaghynipywi phluwsn:
Luun HtudE3uL

<NSL iplpbuwdwpbtduwmphyulwh dGenntbinh wdphnup wuwhpwig

Rpunjuénypyutt dhipmdubpp b dwlypniptupbuwlu
thnpuwntsnuyayniiupp.— Unyu hnnwénd puuwpyytp b gbip-
(nwniejwu bu Gupwnpyyb] << qpunyjwdniejwun, gnpdwgnynt-
Rwup U woluwwmwontywihu wnusynn gnigwuhoubipp, Ywwnwp-
gt b vwl dbpohuubtiphu nt dwypninunbuwywu wj; Ynnbjwg-
qwd gnigwuhoubiph wgnbgnieniuubph ybpndnieniu: 2pwn-
quonypjwu wuluwnbudwu tywwnwyny ogunwagnpdyb k dw-
dwuwlwihu wppbph Ywufuwwbudwu pwpép GYniunyenlu
niutignn «ARIMA»' huinbigpdwd wywnnnbgpbuphwyh [nnwgnn dp-
ohup dnnbp: Cwdbdwwnwlwuubp Gu wuglwgyb| huswbu nw-
nwdwanpowlwihu Gpypubiph, wiuwbu £ qupqugws U quipgqu-
gnn wj wunbunieniuutiph dholi: <nnywdnid wunpwnwné k
Yuwwwnyb| bwl gpunywénigjwt whnwwu pwnwpwlwunt-
pIwU fuunhpubiphu, Ybpohu o2powuntd COVID-19 hwdwywpw-
ynd wwjdwuwynpyws dquwdwdwihu Gpunypubtipphu, thnpé k
wnyb| ubpyuwywgubint ybp hwudwsd fuunppubiph (ndwu ninb-
uhputipp:

Uptluwwnwupnud  ubpluwjwgyb) Gu << wotuwwnwoniywih
npulinpwd qupgqugnudutipp dhouwdwdybunnd, unwgywd wp-

105


http://dx.doi.org/10.2139/ssrn.883218
https://www.un.org/esa/desa/papers/2007
https://www.ilo.org/wcmsp5/groups/public/-ed_emp/-emp_elm%20/documents/publication/wcms_143163.pdf
https://www.ilo.org/wcmsp5/groups/public/-ed_emp/-emp_elm%20/documents/publication/wcms_143163.pdf
https://assets.publishing.service.gov.uk/
https://doi.org/10.36687%20/inetwp154
https://doi.org/10.36687%20/inetwp154

106 MESSENGER OF ASUE 2021.5

rynitupubpp  hpdwu Yypw wnwownpyt] Gu gpwunyuwdnipjuu
ninpuinud << wnwouwhbippniyeniuubpu nu ybpohuubphu hpw-
gnpéddwl ninhubipp:

Chduwpwnbp. gpunywsnigynit, wopuwgpwpniyw, wbpwwl puw-
nwpwlwunyanit, dwypniptppbuwlwt gniguitihpubn:

JEL: E24, J21

DOI: 10.52174/1829-0280_2021_5_85

APMAH CAPIcAH

LouyeHm kagpeOpbi sKoHOMUYECKOU UHGhOPMAMUKU U UHGPOPMAYUOHHBIX cucmem
APMAHCKO020 20Cy0apCMBEHHO20 SKOHOMUYECKO20 yHUBepcumema,
KaHOUOam 3KOHOMUYECKUX HAYK

KAMO OABTAH
AcnupaHm kaghedpbi 3KOHOMUKO-MAmemMamu4ecKux Memooos
ApPMAHCKO020 20CyOapCcmMBeHH020 IKOHOMUYECKO20 yHUsepcumema

TeHOeHyuu B chepe 3aHAMOCMU U MAKPOIKOHOMUYECKOE
B3aumoodelicmsue.— B paHHOIl cTaTbe mpencTaBieHbl U MpoaHa-
NIM3MPOBaHbI MokasaTenu 3aHATOCTH, 6e3paboTuLpbl U pbiHKa Tpy-
ja B Pecnybnuke ApmeHus, npoBefeH aHanu3 BO3felCTBUA
MoCnefHNX M APYrnx MakpodIKOHOMMUYECKMX MoKasaTteneil koppe-
nauun. [ina nporHo3MpoBaHWA YPOBHA 3aHATOCTW MCMONb30Ba-
nacb mogenb ARIMA — wnHTerpuposaHHaa mMojenb aBToperpeccum
(ckonb3saLLero cpepHero). bbb nposefeHbl cpaBHEHUA MemAy
CTpaHamu pervoHa, a TaKkke APYrvMW pasBUTbIMU W pa3BUBato-
wumMuca ctpaHamu. B ctaTbe npepcTaBneHbl npobnemb! rocypap-
CTBEHHOW MONUTUKM 3aHATOCTW, a TaKMe KPU3WCHble ABNEHMA,
BbI3BaHHble naHpemueit COVID-19, paHbl pekomeHpauuu no pe-
LLIEHWIO MOAHATLIX Mpobnem.

B craTbe onucaHbl TeHaeHUMK pa3BUTUA pbiHKa Tpyaa PA B
CPeAHeCPOYHOI NepcnekTMBE, Ha OCHOBE MONyYeHHbIX pesynbTa-
TOB npefcTaBneHbl npuopuTetol PA B cdepe 3aHATOCTM, Npeasio-
MEHbI MyTV UX peanusalum.

Knrouesble cnoea: 3aHAmocms, pblHOK mpyda, eocydapcmseHHas
nonuMUKa, MaKpoO3KOHOMUYeCKUe UHOUKamopbi.
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