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Abstract

Labour market dynamics are a cornerstone of economic development, directly
shaping employment levels, wage structures, and overall economic stability. In
Armenia, long-standing structural challenges—such as the unequal distribution of
job opportunities between the capital and the regions, persistently high youth
unemployment, and significant wage polarization—continue to constrain labour
market inclusivity and economic growth. Addressing these challenges requires a
data-driven approach to understanding labour market trends and identifying policy
measures to enhance employment opportunities across all economic sectors. This
study presents a comprehensive analysis of Armenia’s labour market trends from
2009 to 2024, focusing on the relationship between unemployment and GDP and
the effects of household income on consumption expenditures. Using advanced
econometric techniques, including correlation analysis, regression modelling, and
time-series analysis, the study provides empirical evidence to support labour market
policy recommendations.

The findings reveal a strong negative correlation between unemployment and
GDP, with regression analysis indicating that a 1% increase in the unemployment rate
leads to a GDP contraction of approximately 661.5 billion AMD. These results are
consistent with Okun’s Law, reinforcing the argument that reducing unemployment
is a key driver of economic expansion. Furthermore, the study establishes a strong
positive relationship between household income and consumption, demonstrating
that a 1 AMD increase in income results in a 0.5046 AMD rise in consumer spending.
These findings highlight the critical role of employment and wage growth in
stimulating domestic demand and ensuring sustainable economic development.

At the sectoral level, labour market analysis uncovers significant wage
disparities, with high-income industries such as information technology (IT) and
financial services experiencing real wage growth of 73.7% and 90.2%, respectively,
while real wages in the education sector declined by 6.5% due to slow nominal wage
growth and inflationary pressures. The regional labour market assessment further
reveals a stark imbalance in employment opportunities, with employment growth
in Yerevan (45.8%) significantly outpacing that of the regions (12%). These trends
underscore the ongoing economic centralization in the capital, exacerbating regional
labour migration and reinforcing socioeconomic disparities. Additionally, the influx of
foreign labour in Armenia, particularly in the ICT sector, has contributed to shifts in
labour market dynamics, increasing competition in high-skilled job segments while
simultaneously affecting wage structures.
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In light of these findings, this study underscores the urgent need to implement
targeted labour market policies that address both employment disparities and wage
inequalities. One of the key policy recommendations is promoting remote work
as a strategic labour market intervention. The rise of digital transformation has
enabled new employment opportunities in high-tech, financial services, education,
and consulting sectors—industries well-suited for remote work. Expanding remote
work opportunities can serve as a viable solution to regional employment disparities,
ensuring a more balanced geographic distribution of job opportunities and reducing
the necessity for internal migration.

To successfully facilitate the adoption of remote work, the study proposes a
set of government-backed financial incentives aimed at reducing tax burdens for
businesses that hire remote workers, offering corporate tax reductions for companies
expanding operations in regional areas, and providing wage-based financial assistance
to promote job creation in remote work formats. These measures can increase labour
force participation in rural areas, stimulate local economic activity, and enhance
national workforce competitiveness.

By addressing the structural imbalances in Armenia’s labour market, remote
work policies have the potential to mitigate labour migration pressures, promote
regional economic participation, and strengthen overall economic resilience. The
findings of this research provide critical empirical evidence to guide labour market
policy interventions, ensuring sustainable employment growth, economic inclusivity,
and long-term economic stability.

Keywords and phrases: Labor market, employment, unemployment, remote
work, economic growth, wage polarization, regional disparity.
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INIPOBJIEMbI PA3BUTHUA PbIHKA TPYJA U HEOBXOJAUMOCTD
INOJIMTUKH CTUMYJ/IMPOBAHUA JUCTAHUWUOHHOU
3AHATOCTHU B PA

AWK TUPALIBIH

MarucTpaHT Kadeapbl 5KOHOMHUKH U YITPaBIIeHUs
MeKayHapOgHOTO Hay4YHO-06Pa30BaTEIbHOIO LIEHTPa
HarmoHarrbHOM aKageMuH HayK Pecny6rukyd ApMeHus

hhtiratsvyan@gmail.com

AHHOTaL U

JMHaMMKa pbIHKa Tpy[a UrpaeT KITI0YeBYI0 pOiib B 9KOHOMHUYECKOM Pa3BUTHH,
HaMpsIMYyIO BIIHsIsI Ha YPOBEHb 3aHATOCTH, CTPYKTYPY 3apabOTHBIX IUIaT U OOIIYIO
9KOHOMMYECKYIO CTabH/TbHOCTb. B ApMEHHH Ha NPOTSKEHUH MHOTHX JIET COXPAHSIFOTCS
CTPYKTYpHbIe Mpo6/ieMbl, TaKue Kak HepaBHOMEpHOe pacripefielieHre pabouynux MecT
MeX1y CTONMLEH U perMOHaMH, BbICOKMH ypoBeHb 6€3paboTHIibl Cpey MOJIOAekKH
Y 3HaYMTE/IbHasl MOJIIpU3als 3apaboTHBIX IUIAT, YTO OrPaHUYMBAET MHKITIO3UBHOE
pa3BUTHE pPbIHKA TPyJa U 3aMe[IsieT 9KOHOMUYEeCKUI PoCT. [I1s peofo/ieHust 9TUX
BBI30BOB HEOOXOJMM OCHOBAHHBINM Ha JIaHHBIX MOMXOJ, MO3BOJISIOIINI TITy6Ke MOHATh
TEeHEHLIUY Ha pbIHKE TPyJa U BbIpaboTaTh 3(peKTHBHBbIE MEPbI rOCYJapCTBEHHOM
MOJIMTUKM, HaIpaBleHHble Ha TOBBIIIEHHWE 3aHATOCTH. B HaHHOM HcCriefoBaHUU
MPOBOANTCSl BCECTOPOHHUN aHa/IM3 TeHAEHUWH pblHKa Tpyaa Apmenuu B 2009-
2024 ropax, C akKLIEeHTOM Ha BiusiHMe Oe3paboTuibl Ha BBIl M B3aMMOCBS3b MeXay
[NOXOJaMU JIOMOXO3SMCTB W TMOTPEOUTENTbCKMMH pacxofaMu. [ mOCTUXKeHUs
HayYyHO OOOCHOBAHHBIX PE3y/IIbTaTOB MPUMEHSIIOTCSI METOAbl KOPPESLMOHHOTO U
pPEerpeccMoHHOrO aHaliM3a, a TaKXKe aHa/Iu3 BPEMEHHBIX PSIOB.

Pe3ynbTaTbl  MCClIeOOBaHUS — MOKa3bIBAlOT  CWIbHYIO  OTPHLIATEIbHYIO
KOPPEeISLHIo MexX1y YpoBHeM 6e3paboTuiipl ¥ BBI, mopTBepkaas, 4To yBerudeHue
ypoBHsl 6e3pabotuipl Ha 1% npuBoguT K cokpaieHuro BBI1 mpumepno Ha 661,5
MJIpJ, APaMoB. OTOT BbIBOJ, COITIacyeTcsi ¢ 3akoHOM OyKeHa U MOATBEpXKIAaeT, YTo
CHIDKEeHHEe 6e3paboTHLbl SIBISEeTCS BAXKHBIM (PAaKTOPOM SKOHOMHUYECKOTO POCTa.
Kpome Toro, uccieoBaHye BbISIBUIIO CHIbHYIO ITOJIOKUTETBHYIO B3aUMOCBSI3b MEK/Y
[0XOJaMH IOMOXO3SIHCTB U MOTPEOUTETbCKUMH PacXofaMu, Iie yBelTMYeHue 10Xo/a
Ha 1 gpam mpuBoguT K pocty notpebienus Ha 0,5046 gpama. OTo moAgTBEp:KAAET,
YTO MOBBILLIEHHE YPOBHS 3aHATOCTH U 3apabOTHBIX IUIAaT UrPaeT pellarollyio posib B
CTUMYJIMPOBAHUM BHYTPEHHET0 CIpOCa U JOITOCPOYHOM SKOHOMUYECKOM pPa3BUTHUH.

AHarnM3 1Mo CEKTOpaM BbISIBUIT CYIIECTBEHHYIO AuddepeHIMalio 3apaboTHBIX
wiaT: ecu B cdepe HMHpopMaurMoHHbIX TexHonoruit (IT) v pUHAHCOBBIX YCITYT
pocT peanbHOW 3apaboTHON IuiaThl coctaBun 73,7% u 90,2% coOOTBETCTBEHHO,
TO B 0O6pa3oBaTebHOM CEKTOpe OHa CHu3WwIlach Ha 6,5%, 4To ob6bsacHsIeTCs
crMabbIM POCTOM HOMHHAIIbHBIX 3apIUlaT M WH(ISALMOHHBIM [aBlIeHHEM. AHaiu3
PErvoHaNbHOIO  paclpeferieHdss pabodyeill CHIbl MOKa3ajl SIPKO  BbIPAaXKEHHYIO
KOHILIEHTPALMIO 3aHATOCTU B EpeBaHe, rjge pocT yucna 3aHAThIX (45,8%) 3HauMTEIbHO
NpeBbIlIaeT aHaJIOTMYHBIN OKa3aTesb 1o pernoHaM (12%). 9To cBU#ETENbCTBYET O
LeHTPa/IM3allid SKOHOMHUKH B CTOJIMLE, YTO yCH/IIMBAaeT MHUIPALMOHHOE [aB/IeHHe
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U COLUAIbHO-3KOHOMHYecKHe paucbanaHchl. Kpome TOro, NpUTOK HMHOCTPaHHbIX
CHEeLMa/IUCTOB B ApMEeHMI0, OCOOEHHO B CEKTOpP HMH(OPMALIMOHHBIX TEXHOJIOTMH,
Croco6CTBOBall U3MEHEHUI0 CTPYKTYpPbl pblHKa TpyJa, CO3/1aBas KOHKYPEHLUIO B
CerMeHTe BbICOKOKBAIM(ULIMPOBAHHBIX PabOYMX MECT U OKasblBasi BIIMSIHME Ha
YPOBHH 3apabOTHBIX IUIAT.

B cBfI3n C BBISBIEHHBIMH CTPYKTYPHbIMM [ucOaTlaHCaMU HCCIIeJOBaHHe
MOJYEpPKUBAaeT HEOOXOOUMOCTb LieJIeBOM TOCYyHapCTBEHHONW IOIUTHUKU B cdepe
3aHATOCTH, HallpaB/IEeHHONM Ha YCTPaHEHHWe TeppPUTOPHA/IbHOIO HEepaBeHCTBAa U
CHUXKEHHe pa3pblBa B 3apabOTHBIX IUIaTaX. B KauecTBe cTpaTerMyeckorl Mepbl
npepslaraeTcsl pa3BUTHE OUCTAaHLUMOHHOW 3aHATOCTH, YTO OCOOEHHO aKTyallbHO
B yCloBUAX LM(pPOBONH TpaHCopMalMd. B TakMx ceKTopaX, KakK BBICOKHE
TEXHOJIOTMH, (PMHAHCOBBIE YCIyrH, oO0pa3oBaHWe M KOHCAIITUHI, yIaleHHasi paboTa
MOTyT CTaTb 3((EKTUBHBIM HHCTPYMEHTOM IlepepachpeferieHdss TPYAOBbIX
PeCcypcoB U CHU3UTb YPOBEeHb BHYTPEHHeH TPymoBOW Murpauuu. [Ias yCHemHoro
BHE[PEHUs NMCTAaHLIMOHHON 3aHSITOCTH MpefjlaraeTcsl KOMIUIEKC roCyJapCTBEHHbIX
(prHaHCOBBIX CTUMYIIOB, BK/II0Yasl HaJIOrOBbIe JIbIOTbI Aj1 paboTofaTeNnen, CHUXKeHue
KOPIOPAaTUBHOIO Hallora [y1si KOMITaHUH, CO3[aioliuX paboyue MecTa B peruoHax, u
¢puHAHCOBYIO MOAAEPKKY YHATEHHON 3aHATOCTH. OTU Mepbl MOMOTYT YMEHbIINUTD
TPYZOBYIO MHUIPALIMIO, PAaCLIMPUTb 3KOHOMHYECKYK aKTUBHOCTb B pEruoHax H
MOBBICUTb KOHKYPEHTOCIIOCOOHOCTb HAllMOHA/IbHOTO PbIHKa TPYyHa, CHOCOOCTBYS
[OJITOCPOYHOMY 3KOHOMMYECKOMY POCTY M COLMA/IbHOM CTaOMIIbHOCTH.

KroueBble ciioBa: pbIHOK Tpyfa, 3aHATOCTb, 6€3paboTHlia, AUCTaHLIMOHHAs
paboTa, SKOHOMHYECKHIH pOCT, MOJspU3alys 3apabOTHBIX IUIAT, PEerdoHajIbHbIA
nvcOarnaHc.

Introduction

The study of labor market dynamics remains a central topic in contemporary
economic discussions, as structural changes in employment, the uneven distribution
of job opportunities, and the impact of technological advancements influence all
sectors of the economy. The stability and efficiency of the labour market determine
the pace of economic growth and directly affect social stability and overall well-
being. From the economic development perspective, the proper allocation of labour,
effective management of unemployment, and equitable distribution of wages are
fundamental factors that can either stimulate or constrain a country’s internal
economic potential.

For many years, the labour market of the Republic of Armenia has been
characterized by centralization, a relatively high level of unemployment, and an
uneven distribution of wages. The economic disparity between the capital and the
regions continues to deepen, driving internal migration and accelerating the outflow
of skilled professionals abroad. While certain sectors of the economy exhibit dynamic
growth in job creation and wages, public services and the manufacturing sector
continue to experience relative stagnation in wage levels, hindering the balanced
development of the domestic market. In this context, analyzing the interrelation
between unemployment and employment provides not only a better understanding
of the factors shaping the current state of the labor market but also allows for
the formulation of appropriate policy measures that can enhance labor market
inclusivity.
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The primary objective of this study is to assess labour market trends in
Armenia, examine the impact of unemployment on economic growth, and analyze
the consequences of wage polarization. At the core of this analysis is the application
of regression modeling to evaluate the effect of unemployment rates on GDP, as
well as to explore the relationship between household income and consumption
expenditures. The findings serve as a crucial foundation for designing effective
employment-promotion policies that aim to reduce unemployment and foster
inclusive economic growth.

Another key focus of the study is identifying the barriers to balanced labour
market development, particularly the issue of uneven job distribution, which
concentrates employment opportunities in the capital while limiting the economic
potential of regional communities. In this context, special attention is given to
promoting remote work as a viable solution to achieving a more balanced spatial
distribution of employment, increasing labour force participation in rural areas, and
stimulating economic activity across the country.

Implementing government policies to encourage remote work could serve as
an effective tool for restructuring the labour market, enabling young professionals
to engage in competitive employment opportunities without relocating. Moreover,
remote work promotion is not only expected to expand employment but also holds
strategic significance for economic development by ensuring the full utilization of
Armenia’s regional economic potential.

The methodological framework of this study integrates economic theories,
statistical data analysis, and regression modelling tools, allowing for a comprehensive
examination of labour market trends and formulating well-grounded policy
recommendations. The results of this analysis can serve as a scientific basis for
developing government programs aimed at promoting employment, increasing labour
market inclusivity, and ensuring long-term economic stability.

This study contributes significantly to the research on structural transformations
in Armenia’s labour market, offering insights into the economic sectors where state
support could be most effective. The findings can be applied both in designing
labour market development strategies and improving economic policy to ensure
sustainable employment growth, a fairer distribution of wages, and more balanced
regional development.

Theoretical-methodological bases

The theoretical foundation of this study is based on the analysis of structural
changes in the labour market and their interconnection with economic development,
integrating various economic theoretical approaches. The examination of labour
market dynamics has been conducted within both macroeconomic and microeconomic
frameworks, allowing not only the identification of general trends but also an in-
depth analysis of the underlying causes of employment, unemployment, and wage
polarization.

Among the fundamental economic theories, the classical and neoclassical
approaches hold particular significance, emphasizing the principle of market self-
regulation based on the interaction of labour supply and demand. The theories
of Adam Smith [6], David Ricardo [4], and John Maynard Keynes [1] have been
considered as the primary theoretical foundations for understanding labor market
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dynamics. From a Keynesian perspective, state intervention is viewed as a crucial
factor in labour market regulation, particularly during economic crises when the
natural mobility of the workforce is insufficient to ensure full employment [1].

A key component of the theoretical framework is Okun’s Law, which reveals
the inverse relationship between unemployment rates and economic growth [3].
Within the framework of this law, the interaction between Armenia’s economic
growth rates and the unemployment rate has been assessed based on statistical
data on real GDP and unemployment levels from 2009 to 2023. Applying this law
provides a quantitative basis for evaluating the extent to which unemployment
reduction contributes to GDP growth, reinforcing the argument for employment-
stimulating policies.

In the context of analyzing structural transformations in the economy,
the study incorporates Schumpeterian theory, which focuses on the impact of
technological change on the labour market [5]. These transformations are closely
linked to the widening disparity between high-paying and low-paying sectors, as
well as the increasing polarization of the labour market. As a result, technological
advancements are accompanied by a rise in demand for highly skilled jobs, while
wage growth in low-skilled sectors remains comparatively slow. This phenomenon
underscores the need for policies aimed at workforce reskilling and education to
mitigate the negative effects of automation and digitalization.

Additionally, the neo-institutionalist approach, particularly the theories of
Douglass North, has been examined to evaluate the role of state intervention, tax
policies, and social protection mechanisms in ensuring labor market stability [2].
Given that Armenia’s labor market is characterized by a high unemployment rate,
economic centralization, and uneven wage distribution, it is essential to analyze
how government policies, fiscal adjustments, and social programs influence key
labor market indicators.

The theoretical foundation also incorporates an assessment of labour market
discrimination, particularly the unequal distribution of wages across different
sectors and enterprise sizes. This aspect is analyzed under the assumption that
income polarization in the labor market can impact not only household consumption
behavior but also long-term economic development trends. Understanding these
dynamics is essential for designing policy interventions that promote labour market
inclusivity and equitable economic growth.

Research Methods

The methodological framework of this study encompasses the analysis of labour
market statistical indicators based on official data from the Statistical Committee
of the Republic of Armenia for the years 2009-2024, integrating these findings
with economic theories. This framework consists of statistical, mathematical, and
econometric analysis methods, which have been employed to assess key labour
market trends, the impact of unemployment on economic growth, and the underlying
causes of wage polarization.

Within the scope of quantitative methods, time series analysis has been
conducted to evaluate fluctuations in unemployment and employment rates, wage
growth dynamics, and their effects on GDP. Structural shifts in the labor market
have been analyzed, considering the impact of economic crises, government support
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programs, and changes in labor supply and demand.

One of the core methods applied in this study is correlation and regression
analysis, which has been used to estimate the effect of unemployment rates on GDP
fluctuations. The correlation analysis results indicate a strong negative relationship
between unemployment and economic growth, confirming that a reduction in
unemployment fosters increased economic activity. Through regression modeling,
the extent to which a 1% change in unemployment affects the total value of GDP has
been quantified, providing empirical evidence for labor market policy implications.

To assess wage dynamics, the study employs the real wage calculation
methodology, which adjusts nominal wages based on changes in the Consumer
Price Index (CPI) [9]. This approach allows for evaluating how inflation influences
purchasing power across different sectors. Furthermore, wage polarization has been
analyzed by comparing wage growth disparities between high-tech and financial
sectors, as well as public service and manufacturing industries, revealing significant
variations in compensation trends across economic sectors.

At the regional level, an analysis of economic activity distribution has been
conducted to examine how the unequal distribution of labor market opportunities
between Yerevan and Armenia’s regions affects local economic development.
Quantitative data has been utilized to assess regional wage differentials, job
concentration patterns, and the broader effects of economic centralization.

Additionally, the study explores the impact of migration flows on Armenia’s
labour market, analyzing changes in the number of foreign workers employed in
the country from 2022 to 2024 [7]. Given the open nature of Armenia’s labor
market and the recent surge in migration flows, the study evaluates how the influx
of foreign labor affects local employment rates and potential wage shifts.

This methodological framework ensures a comprehensive analysis based
exclusively on official statistical data, enabling a robust examination of key labour
market changes and their economic implications. The integration of statistical
methods enhances the reliability and objectivity of the findings, contributing to
a deeper understanding of Armenia’s labor market trends and informing policy
recommendations for sustainable labor market development.

Results

This study has conducted an in-depth analysis of the structural transformations
in Armenia’s labor market, focusing on employment trends and wage polarization
based on official data from the Statistical Committee of the Republic of Armenia.
Special attention has been given to the impact of unemployment on economic
growth, as well as the relationship between household income and consumer
spending. The analysis incorporates time series examination, correlation analysis,
and regression modeling to identify the key trends shaping the labor market.

To assess the effect of unemployment on economic growth in Armenia, a
simple linear regression model was constructed, where the unemployment rate was
considered an independent variable (X) and real GDP a dependent variable (Y). The
model is based on real GDP and unemployment rate indicators recorded in Armenia
from 2009 to 2023 [10,12,13,14,15]. The general form of the model is represented
as follows:
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where:

- represents real GDP (in billion AMD),
- is the unemployment rate (%),

is the intercept,

is the coefficient for unemployment,

- represents the error term.

The regression analysis yielded the following equation:

The results indicate that the coefficient for unemployment ( ) is negative and
statistically significant (p < 0.01), confirming that a 1% increase in the unemployment
rate leads to an approximate reduction of 661.5 billion AMD in GDP. The correlation
coefficient (r=K0.762) demonstrates a strong negative relationship between
unemployment and GDP, while the determination coefficient ( ) shows that the
model explains 58% of GDP fluctuations based on unemployment levels, indicating a
relatively high explanatory power. Furthermore, the regression F-test value of 17.95
and a significance level of F = 0.00097 confirm the overall statistical significance
of the model.

These findings are consistent with Okun’s Law, which states that reducing
unemployment is a key driver of economic growth. In Armenia’s case, this model
underscores that employment-stimulating policies can significantly accelerate
economic expansion.

To evaluate the relationship between household income and consumption, the
following simple linear regression model was constructed based on official statistical
data from 2004 to 2023 [16,17,18,19,20,21,22,23,24,25]:

where:

- represents consumer spending (monthly average, AMD),
is household per capita nominal income (monthly average, AMD),
is the intercept,
is the coefficient for income,
represents the error term.

The estimated regression equation is as follows:

The results show that the coefficient for income ( ) is positive and highly
significant (p < 0.001), indicating that an increase of 1 AMD in household income
leads to a 0.5046 AMD increase in consumer spending. The correlation coefficient
(r=0.988) confirms a very strong positive relationship between income and spending,
while the determination coefficient ( indicates that 97.7% of the variation in
consumer spending is explained by changes in income, highlighting the model’s
strong explanatory power. The F-test value of 762.85 and a significance level of F
= 3.44E-16 further confirm the model’s overall statistical reliability. These results
suggest that income-boosting economic policies would directly enhance consumer
spending levels, subsequently stimulating domestic market growth.

At the sectoral level, wage disparities are particularly pronounced between
high- and low-paid industries. Between 2018 and 2024, the average real wage in
the information and communication technology (ICT) sector increased by 73.7%,
while the financial and insurance sector saw a 90.2% rise. In contrast, the education
sector experienced a 6.5% decline in real wages [8], primarily due to the slow growth
of nominal wages and the high inflation rate. A structured analysis reveals that
wage disparities exacerbate social inequality, as workers in high-income industries

277



benefit more from economic growth. In contrast, employees in public services and
manufacturing sectors face reduced purchasing power.

At the regional level, labour market analysis demonstrates that economic
activity remains highly concentrated in Yerevan, where nominal wages increased
by 63.1% between 2018 and 2024, reaching an average of 317,055 AMD. In contrast,
the average wage increase across Armenia’s regions was 44.8%, reflecting persistent
imbalances in employment and income distribution. Comparative workforce data
show that the number of employed persons in Yerevan grew by 45.8%, whereas
in the regions, employment expanded by only 12% [8], confirming the problem of
economic centralization. These figures suggest that a large portion of the regional
workforce continues to work in low-wage sectors, restricting their purchasing power
and limiting regional market development.

The study also examines the impact of migration flows on Armenia’s labor
market, analyzing the increase in foreign workers from 2022 to 2024. Over this
period, the number of foreign wage earners in Armenia grew steadily, reaching
22,755 individuals by August 2024. The number of Russian nationals employed in
Armenia rose to 19,829 in 2023, decreasing slightly to 16,992 in 2024, with 50-60%
of them engaged in the ICT sector [7]. This trend highlights structural shifts in the
labor market, as foreign professionals increasingly participate in strategic industries.

The migration flow analysis reveals that while foreign labour has contributed
to job fulfilment in certain industries, it has also intensified competitive pressures in
the local labour market. Workers with low and mid-level skills face increased risks
of wage suppression, as foreign employees are often willing to accept lower salaries.
This creates potential challenges for domestic employment conditions, particularly
in labour-intensive sectors with high wage competition.

The labour market evolutionary analysis shows that between 2009 and 2023,
the unemployment rate in Armenia decreased from 18.7% to 12.6%, while the
employment rate rose from 48.1% to 52.7% [10,11]. However, unemployment remains
relatively high, particularly among young professionals, reflecting structural labour
market challenges.

The analysis of Armenia’s business environment reveals a sharp increase in
micro-enterprises (1-9 employees), which nearly doubled between 2018 and 2024,
reaching 57,752 businesses [8]. However, average wages in these enterprises remain
relatively low, indicating that while the overall number of businesses has increased,
their ability to offer competitive wages and high productivity remains limited. This
suggests that economic restructuring has primarily led to business expansion in
numerical terms without necessarily improving wage conditions or labor market
efficiency.

In conclusion, this study provides a comprehensive analysis of Armenia’s labour
market transformation, revealing key trends in unemployment, wage polarization,
regional employment disparities, and migration effects. The findings emphasize the
need for employment-stimulating policies, particularly those aimed at balancing
job distribution across regions, mitigating wage disparities, and ensuring sustainable
economic growth through an inclusive labour market framework.

Conclusion

The findings of this study provide substantial evidence that labor market
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dynamics play a fundamental role in shaping Armenia’s economic development
trajectory. The econometric analysis conducted within this research confirms a
statistically significant negative correlation between unemployment and real GDP,
with results indicating that a 1% increase in the unemployment rate leads to a
reduction of approximately 661.5 billion AMD in GDP. This aligns with Okun’s Law,
reinforcing the critical role of employment stimulation in macroeconomic stability.
Additionally, the analysis of household income and consumer spending confirms a
strong positive relationship (r = 0.988) between income growth and consumption
patterns, highlighting the importance of increasing employment and wages to sustain
domestic demand.

Despite these insights, Armenia’s labour market continues to exhibit persistent
structural inefficiencies, which pose significant challenges to sustainable economic
growth. Among the most pressing issues are high youth unemployment rates, uneven
geographic distribution of jobs, and deepening wage polarization across industries
and regions. The concentration of economic opportunities in Yerevan has contributed
to excessive urban migration and a widening gap between the capital and regional
labour markets, exacerbating economic disparities. Without targeted interventions,
these imbalances threaten to further undermine labor market inclusivity and long-
term national economic stability.

One of the most striking findings of this study is the over-concentration of
employment and economic activity in Yerevan, leaving the economic potential of
Armenia’s regions significantly underutilized. Between 2018 and 2024, employment
growth in Yerevan (45.8%) was nearly four times higher than in the regions
(12%), while average wages in the capital grew by 63.1% compared to 44.8% in
regional areas. This disparity in labor market development has reinforced internal
migration trends, as young professionals relocate to Yerevan in search of better job
opportunities.

At the same time, high-skilled labor outmigration (brain drain) has intensified
due to limited competitive employment opportunities in Armenia. The structural
deficiencies of the regional labour market, particularly the scarcity of high-paying
jobs outside the capital, contribute to a continuous exodus of skilled professionals
seeking better economic prospects abroad. This phenomenon weakens Armenia’s
human capital base and limits the country’s ability to compete in knowledge-based
and innovation-driven industries.

The wage structure analysis conducted in this study highlights a deepening
polarization between high-wage and low-wage industries. While the ICT sector and
financial services experienced rapid wage growth (73.7% and 90.2%, respectively,
between 2018 and 2024), real wages in the education sector declined by 6.5% over
the same period. These disparities underscore the disproportionate distribution of
economic gains, where high-income sectors benefit significantly from economic
growth, while low-wage industries struggle with stagnant earnings and declining
purchasing power.

This wage imbalance not only affects income distribution but also contributes
to increased social inequality and reduced labour mobility between economic
sectors. The stagnation of real wages in public services and manufacturing further
reinforces the barriers to economic diversification, limiting workers’ ability to
transition into higher-paying industries. The absence of targeted policies to address
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these inequalities could result in worsening labour market segmentation, making
it increasingly difficult for workers in low-wage sectors to benefit from national
economic growth.

Another critical dimension examined in this study is the impact of migration
on Armenia’s labour market. The analysis of foreign labour trends from 2022 to
2024 demonstrates that the number of foreign wage earners increased to 22,755 by
2024, with Russian nationals constituting the majority of foreign employees (16,992
workers, or 50-60% of expatriates, in the ICT sector). While this influx has helped
address skill shortages in key industries, it has also introduced new competitive
pressures in the domestic labour market, particularly in mid-skilled occupations.

The growing presence of foreign professionals in high-demand sectors
raises concerns regarding wage suppression and employment displacement risks
for local workers. Although the integration of foreign labor has contributed to
economic diversification, policy measures must be implemented to ensure that
domestic employment conditions remain competitive and that local workers are not
disadvantaged by the increasing foreign labor supply.

One of the most promising solutions to decentralizing employment
opportunities and addressing regional disparities is the promotion of remote work.
The rapid advancements in digital technology and global shifts toward flexible work
arrangements present a unique opportunity for Armenia to reduce employment
centralization in Yerevan and expand job opportunities across the country. This
study’s findings suggest that remote work adoption could mitigate internal migration
pressures, increase labor force participation in rural areas, and contribute to a more
balanced labor market structure.

The benefits of remote work extend beyond regional employment distribution.
It also serves as a strategic tool for economic diversification, enabling Armenia to
strengthen its participation in globally competitive industries such as IT, financial
services, consulting, digital marketing, and online education. However, despite its
potential, remote work remains significantly underdeveloped in Armenia, primarily
due to regulatory gaps, inadequate digital infrastructure in regional areas, and a lack
of institutional support for remote employment models.

To fully capitalize on the benefits of remote work, policy interventions are
essential. This study proposes the following policy recommendations to facilitate
the large-scale adoption of remote employment:

1. Tax Incentives for Employers: Offering partial income tax reimbursements to
companies that hire remote workers from regional areas, incentivizing firms
to decentralize employment opportunities.

2. Corporate Tax Reductions for Decentralized Operations: Lowering corporate tax
rates for businesses that establish remote work hubs outside Yerevan, fostering
regional economic development.

3. Direct Financial Assistance for Remote Job Creation: Government-subsidized
financial support for firms implementing remote work structures, particularly
in high-tech and creative industries.

4. Investment in Digital Infrastructure: Expanding high-speed internet access
and technological resources in regional areas, ensuring that workers outside
Yerevan can effectively participate in remote employment.
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5. Workforce Training and Digital Upskilling: Establishing state-supported
education and upskilling programs focused on digital competencies, enabling
more workers to transition into remote-friendly, high-demand industries.

This study has provided a comprehensive empirical assessment of Armenia’s
labour market transformations, offering statistical, econometric, and policy-
based insights into key structural challenges. The negative relationship between
unemployment and GDP, alongside growing regional and sectoral wage disparities,
highlights the urgent need for targeted labour market policies to reduce employment
imbalances and promote economic inclusivity.

Adopting remote work as a strategic employment intervention presents a
highly viable and economically justified pathway toward achieving balanced,
sustainable employment growth. By leveraging technological advancements, targeted
fiscal policies, and infrastructure investments, Armenia can transition toward a more
equitable and resilient labour market, ensuring that employment opportunities are
more evenly distributed across the country.

Furthermore, the long-term economic implications of brain drain and foreign
labour integration necessitate a comprehensive policy response to sustain domestic
workforce competitiveness. Without proactive measures, Armenia risks deepening
labour market inequalities, further widening regional economic disparities, and
weakening the country’s overall economic resilience.

Ultimately, the findings of this study emphasize the need for a forward-
looking, evidence-based policy framework that prioritizes remote work expansion,
regional labour market development, and employment-stimulating initiatives. By
implementing these reforms, Armenia can foster a more inclusive and sustainable
labour market, ensuring equitable economic opportunities and long-term national
prosperity.
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