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Executive summary

Before COVID-19, Armenia had been facing a
slowdown in its path of sustained economic
growth and poverty reduction. Armenia is
an open, land-locked upper-middle-income
country. It is situated at the strategic cross-
roads between Western Asia and Eastern
Europe, and in 2021 had a population of 3 mil-
lion people, with a GDP per capita equivalent to
USS14,600 (in PPP terms). In the two decades
prior to COVID-19 the country grew by an aver-
age of 6.5 percent everyyear, spurred by aseries
of prudent macroeconomic policies, height-
ened private consumption, and an improved
investment climate. Poverty and inequality also
fell, with the poverty rate - measured against
the international $5.50 poverty line - halving
since the early 2000s. However, most of the
poverty reduction gains were achieved prior to
the financial crisis between 2001 and 2008. In
2019, the poverty rate was at almost the same
level as in 2008 (44 percent compared to 45.5
percent).

Low productivity, an aging population and
outward migration are affecting long-term
prosperity. Although the country is not aging
as rapidly as others in the region, by 2040 one
in four Armenians will be older than 60. Boost-
ing productivity is essential for an aging coun-
try to grow, because a shrinking pool of work-
ers needs to provide (and care) for a growing
pool of elderly persons. Currently a significant
proportion of the population works in low-
skilled, low-productivity activities in the infor-
mal sector, and this affects innovation, wages,
and economic growth. Without improving pro-
ductivity, it will be challenging to support an
increasingly elderly population, which already
receives a significant share of social protection
expenditures through pensions (at 63 percent).
Addressing the productivity challenge will
require a stronger emphasis on equitable and
inclusive policies to provide quality education,
health, and social protection services for all.

Doing so will enable children and youth from
all backgrounds to reach their full productive
potential, helping to counteract the shrinking
of the workforce.

Poorly performing labor markets and low
employment rates are also affecting future
growthand prosperity prospects. Labormarket
performance has stalled, or even declined. For
example, in 2004, 63 percent of working age
adults participated in the labor force, but by
2019 (pre-COVID-19) the figure had declined
to 59 percent. Unemployment is close to 20
percent, with more than three quarters of the
registered jobseekers being long-term unem-
ployed (World Bank, 2022¢). Armenia also has a
very high level of inactivity amongst the youth
(28 percent) and only 38 percent of working age
women were employed. Rural areas are par-
ticularly affected by the lack of good employ-
ment opportunities. There is also a significant
mismatch between the skills delivered by the
education system and the skills demanded by
firms.

Strong human capital is not only essential for
greater productivity and long-term growth,
but also helps build resilience to crises and
shocks, including climate-related ones. Skilled
and healthier workers tend to find better qual-
ity jobs and are able to operate in more com-
plex (and more productive) environments,
which will be essential to remain competitive in
global markets and support an effective Green
Transition to help the country reduce the rel-
atively high carbon intensity of production.
Skilled and healthier workers can also work and
remain productive longer, helping to address
the aging challenge. People with better human
capital also tend to suffer less from crises and
shocks, including climate-related ones, and
recover more quickly, as they can better adapt
and respond to changing environments. Invest-
ing in people and their human capital is thus an
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effective strategy to promote prosperity and
build resilience to future crises.

The objective of this Human Capital Review
is to support ongoing and future reforms
by assessing human capital outcomes and
related delivery challenges. This Human Cap-
ital Review builds upon the strategic vision of
previous analyses that assessed key human
capital challenges (World Bank, 2020a), and
provides a systemic overview and performance
assessment of the human development sec-
tors - education, health, and social protec-
tion — with the objective of supporting better
human capital formation.

Armenia’s human capital
challenges

Armenia has made important progress
towards education and health outcomes, but
significant challenges remain. Children born
today in Armenia will, on average, only reach 58
percent of their productive potential, relative
to a situation with full health and quality edu-
cation.! Moreover, human capital is also char-
acterized by significant inequalities across the
territory and socioeconomic groups. Access
to early childhood education is growing but
remains uneven, with children living in poor and
rural households facing particular barriers to
enrolling in preschool. Further along the learn-
ing process, school enrollment rates at all levels
have improved markedly since the 1990s but
have been stagnating or even on the decline
in the past decade. Among enrolled students,
learning outcomes have improved in recent
years, but they remain below the Europe and
Central Asia (ECA) region averages. With high
shares of youth unemployment (37 percent,
in 2020) and inactivity (28 percent), employ-
ment after graduation is also not a certainty.
Just half of vocational education and training
(VET) and university graduates find work after
completing their studies. In the health sector,
while many outcomes such as longevity and
maternal/child mortality have improved, new
threats are emerging: non-communicable dis-
eases (NCDs) - driven by aging and exposure
to behavioral and metabolic risks - including

high blood pressure, tobacco, unhealthy diets,
high body mass index, and high blood sugar
are now responsible for 93 percent of deaths.
In addition, many poor and vulnerable house-
holds face financial challenges to accessing
health services: out-of-pocket expenditure
for citizens is among the largest in the region
(around 80 percent of health expenditure),
leaving many poor and vulnerable households
facing the dire choice of falling further into
poverty or forsaking treatment.

Human capital outcomes have likely worsened
during the COVID-19 pandemic, emphasizing
the importance of building resilient delivery
systems and investing in remedial programs.
Between January 2020 and November 2022
there have been five COVID-19 waves totaling
over 445,000 cases and 8700 deaths (WHO,
2022). The pandemic exacerbated challenges
in delivering human capital services and high-
lighted the importance of building resilient and
robust delivery systems. In total, schools were
partially or completely closed for 12 weeks in
2021, and essential health care was also dis-
rupted as reflected, for instance, by reduced
child vaccination rates, which fell by nearly a
third compared to pre-COVID levels. These
disruptions to service delivery have dispro-
portionately affected the poor and vulnerable,
who were suffering from worse human capital
outcomes to begin with and were less able to
adapt to a changing environment (for instance
because of the lack of adequate learning envi-
ronments at home). The effects of the pan-
demic on the human capital of the poor and
vulnerable emphasize the importance of build-
ing resilient delivery systems and investing in
remedial programs.

Reform avenues

To overcome gaps in human capital, the
human development sectors will need more -
but also better - spending. Public education
expenditure has steadily increased in nomi-
nal terms but, at 2.7 percent of GDP in 2020,
remains substantially lower than the Euro-
pean Union (EU) average (4.7 percent) as well
as the upper-middle income countries (UMIC)

1 See section 2 and https:/www.worldbank.org/en/publication/human-capital for more detail.
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and ECA averages (both 3.9 percent). Similarly,
while Armenia’s total spending on health - at
11 percent of GDP - is high, the share of public
health financing is among the lowest in the
world, leaving most of the spending burden
to households and affecting the ability of the
poor and vulnerable to seek treatment. And
while social protection spending amounted to
6.9 percent of GDP in 2019, 85 percent is allo-
cated to pensions, leaving little room for social
assistance, labor market programs or social
care services. Just spending more, however,
will not be sufficient to substantially improve
outcomes: it will also be important to spend
better by improving efficiency and effective-
ness. In the education sector, for instance, while
it will be essential to invest to expand access to
early childhood education and improve teacher
remuneration, reforms will also be needed to
improve the quality of teaching across all levels,
which will require pursuing further curriculum
and teacher training/qualification reforms, and
also deepening monitoring and evaluation
practices to identify delivery challenges and
support lagging schools. In the health sector,
revisiting the basic benefits package could
improve both the equity and the effectiveness
of spending by reducing the burden on house-
holds; but greater effectiveness could also be
achieved by reducing overutilization of hospi-
tals to deliver care and putting greater weight
on primary care and preventive services. For
social protection, reorienting resources towards
protecting the most vulnerable and improving
employability, revising, and consolidating the
multiple small programs according to policy
goals, and better defining roles and respon-
sibilities between central level and municipal
social workers would help to improve delivery
and achieve greater impacts.

Directing more resources to early years inter-
ventions and preventive measures could
deliverasubstantial efficiency boost. Reversing
ill health or remedying poor skills later in life is
more difficult, sometimes impossible, and cer-
tainly more costly. Accelerating investment in
quality early childhood development to address
malnutrition and early stimulation would help
all infants and children to remain on a positive
developmental path, and is an investment with
high potential returns. In a world where the

health toll of NCDs is increasing, shifting more
resources into strengthening primary health-
care services and focusing on prevention and
early detection, rather than expensive in-hos-
pital care, could help to address mortality and
morbidity across all age groups. Addressing the
rising tide of NCDs would also help people to
stay healthier and work longer, and thus help to
sustain a larger workforce.

Boosting inclusion through a greater focus
on the poor and vulnerable and on lagging
regions would bring better human capital for
all. Access to and quality of education remain
challenging for the poor, and in rural areas;
social protection fails to cover many poor
households, because of low coverage of tar-
geted social assistance and social insurance
schemes being strictly linked to employment.
And high out-of-pocket health expenditure
and catastrophic health spending are dispro-
portionally affecting the poor and vulnerable.
Reducing out-of-pocket health expenditure
by revisiting the basic health benefits package,
expanding social assistance coverage of the
poor, and adopting comprehensive approaches
to avoid poor children dropping out of second-
ary schools would go a long way towards deliv-
ering greater human capital for all, ensuring
that people realize their full productive poten-
tial. Emphasis should not only be on reaching
poor individuals with better services, however,
but also on better support - both financial and
technical - for poor and remote regions. Pre-
school services, for instance, are far less prev-
alent in rural areas, partly because they are
financed out of local budgets so poorer com-
munities cannot provide better and cheaper
services.

Investing in cross-sectoral collaboration and
coordination will be essential for addressing
important multidimensional human capital
challenges. Critical human capital areas cut
across human development sectors; address-
ing these challenges effectively will require
strong coordination mechanisms. For instance,
countries that have successfully advanced
on the early childhood development agenda
have also invested massively in cross-sectoral
coordination. Strengthening linkages between
social protection (in particular, social assis-
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tance and social care services), health care and
schools could help to identify vulnerable chil-
dren and support them to acquire more and
better human capital. Similarly, stronger links
between social assistance and active labor
market programs (ALMPs) would facilitate the
activation of social assistance beneficiaries. In
all three sectors there have been promising
efforts to address cross-sectoral issues, but
coordination could be improved further. For
example, while some early childhood develop-
ment programs span across sectors, the coun-
try still lags in addressing child nutrition and
cognitive, social and emotional development,
and it has also fallen short in providing a strong
legal framework for effective implementation.

Investing in staff delivering human develop-
ment services and capacity building will be
key to provide better quality services. Qual-
ified and motivated staff are essential for
delivering quality services, but poor working
environments and low remuneration currently
reduce the attractiveness of working in human
development sectors and lower performance.
Strengthening the quality and management of
human resources will be key to improving the
quality of service delivery. All human develop-
ment sectors need better standards in terms
of qualifications, promotions, or performance
assessments, as well as competitive remuner-
ation. Especially at the sub-national level, gaps
in human resources for health service provi-
sion, inadequate capital investment funding,
and procurement challenges reduce the qual-
ity-of-service delivery in the health sector. For
education, continued efforts are needed to
improve teacher qualifications. In the social
protection sector, strengthening the integra-
tion and coordination between the Unified
Social Services (USS) and its territorial offices
would improve the effectiveness of service
delivery. Similarly, strengthening the staff's abil-
ity to adopt a holistic, intersectoral approach to
case management would help beneficiaries to
overcome their vulnerabilities and, at least for
some, escape poverty.

Further adoption of digital technologies could
improve the effectiveness of service delivery.
COVID-19 helped to accelerate developments
in the use of data and digital technologies,

and the momentum should be kept alive. For
instance, for education, monitoring of student
learning progress and performance should be
deepened to identify vulnerable schools or stu-
dents and overcome equity gaps in learning.
The e-health system could be further devel-
oped to manage referrals and improve public
health monitoring, as well as boost prevention
through communication aimed at changing
behaviors. For social protection, robust inter-
operability between different information
systems - coupled with proper staff training
- could ease the delivery and monitoring of
program implementation. Consolidating some
steps along the social protection delivery chain,
including identification, eligibility determina-
tion and payments, could also deliver major
efficiency gains and help to reach the popula-
tion in need, including during shocks and crises.

Strengthening human development systems
based on the experience of the COVID-19
response would improve resilience to future
crises and shocks, including climate-related
ones. Preparing for crises and shocks, includ-
ing economic, social, and climate-related ones,
is essential for effective response, and valuable
lessons from the COVID-19 response should
be mainstreamed into delivery systems. In the
social protection system, significant barriers
arose to providing swift and effective support
because of challenges in identifying the target
population due to outdated information tech-
nology (IT) infrastructure and lack of intercon-
nectivity between information systems within
the Ministry of Labor and Social Affairs and
other line ministries. In the health sector, infor-
mation systems to exchange data between
health agencies already existed but were
enhanced to facilitate new applications such as
remote monitoring of patients when in-person
visits were not possible. Similarly, for the edu-
cation sector, modalities for distance learning
were built upon existing platforms, although
perhaps the most important lesson is the need
to maintain face-to-face learning if possible,
and to help vulnerable students recover from
the learning losses they incurred.
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1. Introduction

In the two decades priorto COVID-19, Armenia
was on a path of sustained economic growth
and poverty reduction. Armenia is an open,
land-locked upper-middle-income country. It
is situated at the strategic crossroads between
Western Asia and Eastern Europe, and in 2021
had a population of 3 million people, with a
GDP per capita equivalent to US$14,600 (in
PPP terms). A period track of reforms bore fruit
in the years before the onset of the COVID-19
pandemic and, later, the armed conflict with
Azerbaijan and the war in Ukraine. In the two
decades prior to COVID-19 the country grew by
an average of 6.5 percent every year, spurred
by a series of prudent macroeconomic poli-
cies, heightened private consumption, and an
improved investment climate. Poverty and ine-
quality also fell significantly, with the poverty
rate halving since the early 2000s.

Poverty remains high, however, and growth
and poverty reduction have slowed down or
even stalled after the 2008 financial crisis.
Despite substantial declines poverty remains
high, at 44 percent when measured against
the international $5.50 poverty line. Growth
and poverty reduction have also fallen with

respect to the early 2000s. While before the
financial crisis (2000-2008) GDP growth aver-
aged 11.2 percent, it decreased to 4.5 percent
after the financial crisis (2010-2019). Similarly,
most of the poverty reduction gains have been
achieved prior to the financial crisis: during
2001-2008 poverty (measured against the
international $5.50 poverty line) fell by more
than 35 percentage points, while in 2019
poverty was almost at the same level than in
2008, before the crisis hit (44 percent com-
pared to 45.5 percent), with poverty even rising
in the years before COVID-19.

As Armenia looks to get the economy back
on track, poverty, weak labor markets, migra-
tion and an ageing population risk affecting
future growth and development prospects.
Although Armenia is not ageing as rapidly as
other countries in the region, by 2040 one in
four Armenians will be older than 60. Boosting
productivity is essential for an ageing country
to grow, because a shrinking pool of workers
need to provide (and care) for a growing pool
of elderly people. However, much of the pop-
ulation works in low-skilled, low-productivity
activities in the informal sector, affecting inno-

Figure 1: GDP per capita and poverty rates in Armenia
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vation, wages and economic growth. Without
improving productivity, it will be challenging to
support a growing pool of elderly people, who
already receive the majority of public spend-
ing on social protection, and incur significant
health spending, while still having the second
highest poverty rate.

Poverty is centered in small urban areas
and highest amongst children. Children face
the highest poverty rates of all age groups
(51 percent), and this has significant impli-
cations for needed investments in human
capital throughout their lives (UN, 2021 and
World Bank, 2020a). Despite high spend-
ing on pensions, the poverty rate for those
above retirement age is also high, at 40
percent. Furthermore, the national poverty
rate is marked by high disparities between
urban centers outside the capital city of
Yerevan (30 percent higher than the national
average) and rural areas (10 percent lower).

Figure 2: Regional poverty rates, 2020
Source: ILCS 2020.
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The lowest poverty
rates are found in Syunik
and Kotayk; and the highest in
Gegharkunik and Shirak (Figure 2).

Armenia has suffered from weak labor markets
since the early 1990s. Throughout that period
and into the twenty-first century, an overall
shortage of employment opportunities led to
substantial working poverty. More recently,
despite substantial growth, labor force par-

ticipation remains low, and the country still
suffers from high unemployment (19 percent in
2018; International Labor Organization, 2020).
Whilst there is underutilization of labor, there
is also unmet demand for skilled workers in a
fast-evolving occupational landscape. Armenia
was ranked 90th out of 140 countries for ease
of finding skilled employees, indicating that
the country has been falling short in provid-
ing its current labor force with the knowledge
and skills required by the labor markets (World
Bank, 2020a).

Labor market prospects are of particular
concern for the country’s youth and women.
Armenia has one of ECAs highest propor-
tion of inactive youth (Figure 3). Inactivity
and unemployment during youth reverber-
ate throughout life, and have long-term scar-
ring effects through lost opportunities to gain
experience (Nichols et al, 2013). The overall
youth unemployment rate was 37 percent in
2020, but, in addition, 28 percent are not in
employment, education nor training (NEET).
Unemployment and inactivity are also worse
for women, leading to a major missed econom-
ic opportunity. Among working aged women,
only 38 percent were employed; this is due to
both low participation rates in general but also
high unemployment for those who are in the
labor market (International Labor Organization,
2020). Moreover, the NEET rate was twice as
high for young women as for young men (34
percent and 17 percent respectively).

Ageing and out-migration are also
affecting the size of the labor force.
Fertility has declined from 2.38 children
perwoman in1990to 176 in 2019, which
is below replacement level. While in 1990,
one in ten people in Armenia was aged
60 years and above, by 2040 the rate

will have quadrupled to onein
four Armenians (Fraser et
al, 2021). Moreover, out-
migration rates are among
the highest in the region
(Figure 4); given that most
migrants are of working
age, high out-migration
rates are exacerbating the
ageing challenge.

Syunik
6.1%
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Figure 3: Unemployment and inactivity in Armenian youth are among the highest in the region
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Figure 4: Rapid ageing is exacerbated by high outmigration rates
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A productive workforce endowed with quality
human capital will be a critical factor forachiev-
ing more sustainable and inclusive growth.
Human capital is the knowledge, skills and
health that people accumulate over their lives
and that help them to realize their productive
potential. Better skilled and healthier workers
tend to find higher quality jobs and are better
able to operate in more complex (and more pro-
ductive) environments, which will be essential

to remain competitive in global markets. Better
skilled and healthier workers are also able to
work longer and remain productive, helping to
address the ageing and migration challenges.
And boosting human capital will also be essen-
tial to support an effective Green Transition
and help the country reduce the carbon inten-
sity of production, which remains above world
and ECA averages.
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Human capital also helps build resilience to
crises and shocks, including climate-related
ones. The region is facing a series of major
crises that are affecting its ability to grow and
prosper. The 2008 financial crisis, COVID-19, a
series of regional conflicts and now the war in
Ukraine are all leaving scars that are affecting
long-term prosperity. Looking ahead, it can
also be expected that shocks emanating from
climate change will increase. Armenia is experi-
encing above average increases in temperature
with hotter summers, and temperature is pro-
jected to increase by 4.5°C by 2100. Average
rainfall is projected to decrease, and precipi-
tation variability to increase, generating more
frequent droughts and floods. People with
better human capital tend, however, to suffer
less from crises and shocks and recover more
quickly, as they can better adapt and respond
to changing environments. Investing in people
and their human capital, in addition to social
protection, is therefore an effective strategy to
build resilience to shocks and crises.

The objective of this Human Capital Review
is to support ongoing and future reforms by
assessing human capital outcomes and related
delivery challenges. This Human Capital Review
builds upon the strategic vision of previous
analyses that assessed key Human Capital
challenges,? and provides a systemic overview
and performance assessment of the human
development sectors - education, health, and
social protection - with the objective of sup-
porting better human capital formation.

This review proceeds as follows. The next
session discusses the importance of human
capital for sustainable and inclusive develop-
ment. Section 2 discusses the state of human
capital whilst Section 3 provides an overview
of each sector's structure, primary governance
arrangements and spending levels. Section 4
displays Armenia’s experience and response to
the COVID-19 pandemic. Section 5 proposes
avenues toward effective and equitable deliv-
ery of health, education, and social protection
programs and services. Section 6 presents
conclusions and options for reform.

The importance of human capital
for sustainable and inclusive
development

Human capital investments - individuals’ edu-
cation, training, and health - play an essential
role in promoting development and growth
(Becker,1992). Productionisthe product of three
interacting forces: the quantity and quality of
labor, which is affected by human capital; phys-
ical capital; and total factor productivity — that
is, the ability to use and combine capital and
labor effectively through, among others, good
and effective governance, and the provision of
quality social services (Figure 5). Human capital
is therefore a key factor supporting long-term
growth and prosperity.

Figure 5: Human capital is essential for growth
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The extent to which human capital is equitably
distributed across the population also affects
the sustainability and inclusiveness of devel-
opment. If only a few have the skills to use new
technologies, for instance, not only will the
majority face lower incomes and wellbeing, but
the country may face constraints to boosting
growth through the adoption of these tech-
nologies. Therefore, worrying about equity and
inclusion and how human capital is distributed
across the population is not only a matter of
ethics but is also smart economics.

Microeconomic studies find a significant and
robust association between people’s human
capital, and their incomes and success in the
labor market. Because of major measurement
and methodological challenges, the macroeco-
nomic literature on the effects of human capital
on development remains inconclusive (Flabbi &

2 World Bank, 2020a.
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Gatti, 2018:; Jones, 2014). But microeconomic
studies consistently find a solid relationship
between various elements of human capital
on the one hand, and people's incomes and
success in the labor market on the other.

Investing early in human capital delivers
the highest returns. Most brain develop-
ment happens in the womb and in the first
1,000 days. In addition, a given investment in
human capital today not only affects future
payoffs but also positively influences subse-
quent accumulation of human capital. There-
fore investing early in human capital delivers
the highest returns (Figure 6), and ensuring
proper early childhood development (ECD) is
becoming a policy priority. On the health side,
the cost of low birth weight and underweight
of the members of the current workforce has
been estimated to lead to a productivity loss
between 2 percent and 11 percent (Martinez &
Fernandez, 2008); and Galasso and Wagstaff
(2019) find that implementing a package of 10
nutrition interventions in low- and middle-in-
come countries to cope with stunting and mal-
nutrition delivers, on average, a benefit-cost
ratio of 15:1. The returns of early childhood
stimulation and education programs can be
equally high. In Jamaica, for instance, Gertler
et al. (2014) found that an early stimulation
program led to 25 percent higher incomes 20
years later. Combining both health and educa-
tion interventions delivers even higher returns.
The Carolina Abecedarian Project (ABC) and

the Carolina Approach to Responsive Edu-
cation (CARE) program, for instance, offered
comprehensive developmental resources to
disadvantaged African American children from
birth to age five, including nutrition, access to
health care and early learning, and a recent
analysis found a long-run rate of return of 13
percent per year (Garcia et al., 2020).

Proper design and quality of ECD services
remain crucial to deliver high impacts. The
benefits of ECD programs are disproportion-
ately concentrated among children from poor
and vulnerable households, as they may not
receive adequate nutrition and stimulation at
home. It is important, therefore, to ensure that
poor and vulnerable households receive prior-
ity access. Moreover, quality of implementation
is key. For instance, poorly implemented early
childhood education programs (such as pro-
grams that may employ poorly trained staff or
use out of date teaching methods) deliver little
impact, or even negative impact: that is, chil-
dren may be better off staying at home (Berlin-
ski & Schady, 2016; Elango et al,, 2016).

Later in life, education is a powerful booster of
poverty eradication, good health, and success
in the labor market. Across the developed and
developing world, the labor market return on
education is, on average, 9 percent per year of
schooling (Psacharopoulos & Patrinos, 2018).
Moreover, women experience higher average
returns to schooling, showing that girls’ educa-

Figure 6: Early investments in human capital deliver the highest returns
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tion remains a priority. Education also has pos-
itive effects beyond income, including impacts
on crime, health, and good citizenship (Brunello
et al, 2013; Lance, 2011).

However, the quality of the education pro-
vided matters significantly, especially for chil-
dren from disadvantaged backgrounds. It is
not only important to go to school, but also
to learn skills that are in demand in the labor
market. Literacy, for instance, is extremely
important: one standard deviation more on
the literacy scale increases the probability of
being employed by 0.8 percentage points
and is associated with a 6 percent increase in
wages (OECD, 2016). In the EU, however, one
in five students aged 15 is functionally illiter-
ate (meaning that they may have problems
understanding and processing a text), and the
average is much higher in lower-middle-in-
come countries (OECD, 2019). The quality of
higher education is also extremely important:
in fact, the quality of some universities may be
so poor that their students would have been
earning more if they had not attended them
and would have started working right away
(Gonzalez-Velosa et al., 2015).

Good health also affects income and wellbe-
ing. A healthy workforce is more productive
than one weighed down by chronic disease
that leads to absenteeism from work, pre-
senteeism, and potentially premature mortal-
ity. Overweight and obesity not only increase
the risk of NCDs but are also associated with
lower wages (Brunello et al, 2009; Gilleskie &
Hoffman, 2014). And again, malnutrition during
childhood has long-term effects on brain
development and cognitive potential later in
life: Hoddinott et al. (2013) find that the pre-
vention of one fifth of stunting would increase
income by 11 percent.

Good health outcomes during childhood,
youth and adult years are also essential for
healthy ageing, which allows people to live
better and work longer. The population is
ageing across the region. While Armenia is not
ageing as rapidly as countries in the EU, by
2040 one in four Armenians will be older than
60. Promoting healthy ageing is therefore not
only a priority from a public health perspective,

but also the best way to ensure that the elderly
population will be able to remain productive
beyond the current retirement age.

The importance of service delivery
for human capital

Achieving good education and health out-
comes requires effective delivery of human
development services to the poor and vulner-
able population. While no system is perfect,
compounded delivery challenges degrade the
timeliness and quality of the services offered
and the quality of human capital. Inferior quality
of delivery particularly affects the poor and
vulnerable populations, who have few means
to complement the services received through
individual investments, particularly in the
absence of strong social protection systems.

Effective education systems hinge on prepared
learners, effective teaching, and effective
school structures underpinning the teach-
ing-learning processes. To increase learning
quality and improve equity, governments need
to foster access to early childhood education
and care (ECEQ), invest in the quality of teach-
ing through teacher skills and incentives, and
invest in technology and organizational change
to improve interaction between teachers and
learners. Three educational inputs are of par-
ticular importance, regardless of the specif-
icities of the education system: (i) students’
preparedness at the beginning of their edu-
cation trajectories; (ii) teachers; and (iii) school
directors (World Bank 2018b).

Effective health systems meet the health
needs of the population and protect it against
health threats. These systems can improve
the health status of individuals, families, and
communities; protect them against the finan-
cial consequences of ill health; and protect
the population against health threats, be they
caused by communicable or non-communica-
ble diseases or by preventable injuries. These
systems mobilize resources from pre-paid and
pooled sources, strategically allocate financ-
ing to strengthen service delivery, and ensure
providers supply quality health care equitably,
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aligned with needs rather than the ability to
pay for care.

Social protection plays a key role in helping
households protect and build human capital.
This occurs both through efficient social care
services to protect the poor and vulnerable,
and through an array of social programs that
support human capital accumulation. When
provided in response to economic shocks or
natural disasters, social protection can also
protect consumption and mitigate the need
for households to engage in negative coping
strategies that may affect their wellbeing and
degrade their human capital. Social protection
and employment programs also promote the
creation of more and better jobs and help the
vulnerable population, women, youth and mar-
ginalized groups access jobs, thereby ensuring
that investments in human capital are fully uti-
lized. Services include helping people find jobs
through profiling and intermediation services,
and assisting people to enhance their skills to
access better jobs through training programs

Effective and equitable systems are under-
pinned by timely and adequate information
bases, results-based management practices
and effective governance systems. Across the
human development system, effectiveness
hinges on strong information systems; mon-
itoring and evaluation practices that help to
track progress and guide interventions; and
interaction, organization, and collaboration
between all stakeholders, from users and their
families to public and private actors.
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2. The state of Armenia’'s human capital

This section reviews Armenia’s human capital
outcomes. It begins by looking at overall
human capital levels using the World Bank’s
Human Capital Index, followed by an overview
of outcomes at different stages in life.

Overall human capital levels are in line with
development peers but remains well below
the regional average. Armenia’'s human capital
index (HCI), as measured in 2019, shows that
children born in Armenia today will only be 58
percent as productive as they could have been
if they had received the full set of health and
education services. The figure is below the EU
average of 0.74, and the average of lower-in-
come countries (LIC) and middle-income coun-
tries (MIC) in ECA (0.62) (Figure 7).

Outcomes used to construct the Human
Capital Index have not changed markedly over
the past eight years. The Human Capital Index
combines health outcomes such as child sur-
vival, stunting, and adult survival rates with
education outcomes such as expected years of
school and learning outcomes. Among these,

outcomes in stunting and learning-adjusted
years of schooling (amidst declining enrollment
rates) are of most concern. Stunting outcomes
improved between 2012 and 2020, though
progress is slowing. Expected years of school-
ing at age 4, are just 11.3 out of 18 years, and
when adjusting for what children learnin school,
that figure declines significantly, to 8 years
(Table 1). Armenian upper secondary students
are absorbing just two-thirds of the knowledge
provided at school, as shown by low test scores
that diverge between urban, rural poor, and
wealthier households. Though not reflected
in the HCI, there have, however, been some
improvements in learning outcomes: Armenia
scored a 17-point and 22-point increase in
achievement in mathematics and science sub-
jects respectively in the 2019 Trends in Interna-
tional Mathematics and Science Study (TIMSS),
compared to the results seen in 2015. There is,
however, room to improve as in comparison
to other countries, Armenian students score
below the scale center point of 500 in both
subjects (TIMSS, 2019).

Figure 7: The Human Capital Index in Armenia and in ECA
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Table 1: Armenia HCI 2012-2020

2012 2017 2020
Male Female Overall | Male Female Overall | Male Female Overall

HCI 0.56 0.61 0.58 0.55 0.59 0.57 0.56 0.6 0.58
Survival to Age 5 098 0.99 0.98 0.99 0.99 0.99 0.99 0.99 0.99
Expected Years of School 115 12.2 118 109 113 111 111 115 113
Harmonized Test Scores 439 448 443 439 448 443
Learning-adjusted Years 78 83 80
of School

Adult Survival Rate 0.82 092 0.87 0.83 093 0.88 0.83 094 0.89
Not Stunted Rate 0.78 0.8 0.79 0.89 092 0.90 0.89 092 091

Source: World Bank (2020a), World Bank (2020b), Patrinos and Angrist (2018) for harmonized test scores.

Therehave beenimprovementsinindicatorsfor
longevity, infant and maternal mortality, and
communicable diseases. There hasbeen arisein
life expectancy at birth from 68 to 75 years since
1990 (World Bank, 2021a). The infant mortality
rate fell from 371 to 9.1 deaths per 1,000 live
births between 1990 and 2019. Over the same
period, rates among children under-five years
of age also fell, from 419 to 11.8 deaths per
1,000 live births (IHME, 2019). These gains have
been driven, in part, by increases in maternal
and child health service coverage, and also a
lowering in the communicable diseases burden.

Childhood and youth

Children in Armenia are at low risk from pre-
ventable diseases. In 2019, Armenia had a
measles incidence rate of 2.38 per 1,000,000
people, well below the average in Europe of
25.14, mirroring the low incidence rates for
vaccine-preventable diseases and the high-
est immunization rate in children (WHO, 2019).
Since 2007, no local cases of measles and
rubella have been registered in Armenia. Fur-
thermore, whilst still high, stunting has been
halved, driven in part by an increase in breast-
feeding. However, less attention was paid to
obesity prevention, as reflected in the preva-
lence of overweight children under 5 of 14 per-
cent in 2016, a 3-percentage point increase
compared to the rate seen in 2005. This risk
is raised for children living in poor households,
rural areas, or for children whose mothers only
have basic education (ADHS, 2016).

Access to early childhood education increased
but most children are still not enrolled in pre-
school. The enrollment of children in preschool
institutions (out of the population aged 0-5
years) was 326 percent, in urban areas 38
percent and in rural areas 22.6 percent (World
Bank, 2019). While preschool enrollment
rates have improved by 43 percentage points
between 2010 and 2019, the availability of pre-
school institutions in rural areas is limited, one
of the reasons for the wide urban-rural dispar-
ity seen above. Children from wealthier families
also have more opportunities than those from
poor families, with an enrollment rate 1.5 times
higher (37 and 25 percent respectively - SCA,
2020).

For almost all levels of formal schooling in
Armenia, enrollment rates have declined com-
pared to levels in 2010. This trend is echoed
by high dropout rates, which have quadrupled
for lower secondary school since 2010. Enroll-
ment and dropout rates are discussed for each
level of education in turn. Gender disaggrega-
tion reveals gender parity for schooling levels
up to vocational educational and training (VET)
levels, where some differences are found.

Primary and upper secondary gross enrollment
ratios (GER) have declined, and lower second-
ary enrollment rates are stagnating (Figure 8).
In 2010, the GER in primary education was 97
percent, but it had fallen to 93 percent by 2019
- partly related to the transition to the 12-year
education system. In 2019, the ECA average
was 976 percent in 2019, and the UMIC aver-
age 103.2 percent. An improvement in primary
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Figure 8: GER for primary and secondary schools, 2010-2019, %
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school enrollment only appears between 2018
and 2019. The out-of-school rate for children
of primary school age was 8.9 percent in 2019,
and showed some increase compared to the
2015 rate of 75 percent (World Bank, 2021a &
UNESCO, 2021). The GER for lower secondary
school was 90 percent in 2019 (NSS, 2020),
lower than it had been in 2010 and below the
ECA average - 1029 percent and the UMIC
average - 997 percent (World Bank, 2021a).
There has also been a substantial fall in enroll-
ment in upper secondary school, part of which
reflects the choice of not pursuing further edu-
cation, but also preference for vocational edu-
cation and training.

Learning outcomes have improved but remain
relatively low. The average scores for all sub-
jects were 60-65 percent of the maximum
test score (Figure 9). In 2015, harmonized test
scores using the TIMSS standard for secondary
school in Armenia were 443 on a scale where
625 represents advanced attainment and
300 represents minimum attainment (World

Bank, 2020b). More recently, there has been
an improvement in attainment with the over-
all test scores rising from 443 in 2015 to 482
in 2019. This improvement is marked through
17-pointand 22-point increases in achievement
in mathematics and science subjects compared
to the results seen in 2015. Armenian students
score below the scale center point for all coun-
tries of 500 in both subjects (TIMSS, 2019).

There are also substantial inequalities in learn-
ing outcomes. Students in rural, border, remote
and high-altitude areas perform worse than
students in urban schools, and boys perform
worse than girls in all subjects. Disaggregated
HCI by socioeconomic status (SES-HCI) shows
high variance in harmonized test scores. Stu-
dents from the richest 20 percent of house-
holds in Armenia score 483 while those from
the poorest 20 percent score 417, a gap of
67 points on the scale that ranges from 300
to 625. This gap is larger than the typical gap
across the 50 countries (55 points). Measuring
the incidence of low learners® across regions,

Figure 9: Upper secondary school test scores, 2019
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Figure 10: Percentage of low learners in Grade 9, 2019
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Increasingly, students are opting for VET
instead of higher education. Enrollment rates
in secondary level VET have increased over the
last decade though demand for preliminary
VET has fallen (Figure 11). In the 2019-2020
academic year, the GER in primary vocational
education was 6.3 percent (3.3 percent for
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VET becoming much more affordable for stu-
dents, as tuition fees are covered almost in full.
Increased demand, however, may not reflect
the quality of education received, as just over
half of VET graduates are employed whilst just
30 percent hold highly skilled jobs (ETF, 2020).
Despite increased enrollment in secondary
VET, the vocational education system remains
under-developed and under-funded and
needs modernization and synchronization with
the contemporary needs of the labor market.

Armenians have also enrolled more in higher
education institutions although, again, there
are substantial inequalities in access. About
65,000 studentswere enrolled in bachelor-level

Figure 11: GER for VET, 2010-2019, %
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studies in higher educational institutions (HEIs)
in 2019. In 2019, the GER in HEls was 50.4 per-
cent, with a gender parity index of 1.27. Since
2015, the enrollment rate has increased by 3.6
percentage points. The master-level GER in
HEIls in 2019 was much lower, at 14.6 percent,
and this level attracts more women than men,
with a gender parity index of 2.24. However,
many youth from poor families continue to be
unable to access higher education (19 percent
GER for the poorest quintile compared to 54
percent for the wealthiest), due to the lack of
funds to pay for tuition, the lack of knowledge
and skills for admission to universities acquired
by the poor during secondary education, as
well as the growing opportunity cost against
entering the labor market and earning money.
Just 61 percent of graduates are employed, and
though HEI graduates earn 30 percent more
than VET graduates (ETF, 2020), costs are
higher and accessibility lower. Going to univer-
sity means living in or commuting to Yerevan,
where 85 percent of HEI students are enrolled
and where 45 of the countries’ universities are
located.

Adulthood

There have been substantial improvements
in maternal health outcomes, though more
efforts are needed to converge to regional
averages. The maternal mortality rate was 26
deaths per 100,000 live births in 2017, which

is a vast improvement over the levels seen in
the 1990s (58). Though the coverage of ante-
natal care is high, there is a lack of adherence of
pregnant women to good nutrition practices.
Available data show poor nutritional and die-
tary practices, and high prevalence of micronu-
trient deficiency among pregnant women: data
on anemia from various sources vary widely
from 12 percent to 60 percent; and about 60
percent of pregnant women did not take iron
and 50 percent did not take folic acid supple-
ments (UNICEF, 2018).

For those of working age and older, a rise in
NCD prevalence lowers life expectancy, qual-
ity of life, labor productivity and the ability
to work longer. NCDs are responsible for 93
percent of deaths in Armenia (Andreasyan, et
al 2019).4 The NCD level is just below the EU
average and slightly above that of Armenia’s
development peers (Figure 12). This burden
of disease is driven by ageing, gaps in access
to quality of care, and exposure to behavioral
and metabolic risks, including high blood pres-
sure, tobacco, unhealthy diets, high body mass
index, and high blood sugar (IHME, 2019). Rates
are also much higher for men than for women.
The death rate among the working population
is also high at 275 percent (MoH, 2018). Much
of this is driven by diabetes: premature mortal-
ity due to diabetes is the highest in the region
(560.4 per 100,000) as compared with Georgia
(429.9 per 100,000) and Azerbaijan (465.6 per
100,000) (IMHE, 2020).

Figure 12: Incidence of NCDs in Armenia and Europe and Central Asia
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4 In 2019, the top five causes of death were ischemic heart disease, stroke, lung cancer, diabetes, and chronic obstructive pulmonary

diseases in the elderly.
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Older age

Armenians are growing older than they did
30 years ago, but prosperity in old age is
not guaranteed. Economic development and
improvements in health care have contributed
to arisein life expectancy at birth from 68 to 75
years since the 1990s. Accordingly, the coun-
try is ageing: while in 1990 one in ten people
in Armenia was aged 60 years and above, in
2040 one in four Armenians will be older than
60 (Fraser, N 2021). Whilst ageing is not as dra-
matic as in the EU, by 2050 every three working
age person in Armenia will be supporting one
elderly person. At the same time, 40 percent of
those already in old age are below the national
upper poverty line and given the high preva-
lence of NCDs many face challenges to work.
With aging, there is a higher probability of mul-
timorbidity - that is more than one NCD - and
disabilities resulting from longstanding and
complicated illnesses. Hence, aging, coupled
with persistent poverty and NCD incidence as
well as declining fertility rates and outmigra-
tion, will put significant pressure on the labor
force and the social security system to protect
the elderly.
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3. Building human capital: overview of the
education, health, and social protection

sectors

Human capital is key for supporting long-term
growth and prosperity at country and individ-
ual level, and its formation depends to a large
extent on effective human development sys-
tems. Development of human capital depends
to a large extent on balanced, effective, coher-
ent, and equitable human development deliv-
ery systems. This section provides an overview
of the human development sectors in Armenia.

In Armenia, health, education and social pro-
tection sector financing and policy making are
primarily responsibilities of the central govern-
ment. Overall oversight is provided through the
Ministry of Finance (MoF) whilst the main insti-
tutions governing delivery of social services are
the Ministry of Health; the Ministry of Educa-
tion, Science, Culture and Sports (MoESCS); the
Ministry of Territorial Administration and Infra-
structure (MoTAl); and the Ministry of Labor
and Social Affairs (MLSA).

Overview of the education sector

The education system is implemented by cen-
tral and local government institutions. The
general education sector is administered by the
central government, and an authorized state
institution for the management of second-
ary education, the Municipality of Yerevan and
regional governments and community leaders
in the regions. Overall oversight is provided
through the Ministry of Education, Science,
Culture and Sports (MoESCS). MoESCS receives
and distributes funding to all high schools
under its supervision and through the regional
governments and the Municipality of Yerevan,
it channels the funding to the other schools.

The central government develops national
policy and defines educational standards,

while regional governments and the Munici-
pality of Yerevan manage most implementa-
tion aspects. Central government leads and
organizes monitoring of education, establishes
educational institutions, regulates the pro-
cedures for selecting school principals, and
finances state schools, among others. Regionall
governments and the Municipality of Yerevan
manage most implementation, such as ensur-
ing execution of state educational policy in the
regions, implementing educational and training
programs in accordance with state educational
standards, coordinating and supervising reg-
istration of school-age children, ensuring their
inclusion in educational institutions, and ensur-
ing the construction, operation, and mainte-
nance of educational facilities.

Apart from preschool education, until 2018
there was limited opportunity for schools to
adapt central government guidelines to local
contexts. The competencies of local govern-
ment were limited to technical and organiza-
tional issues, although preschool provision and
funding were under the responsibility of local
governments. Budgets for schools were distrib-
uted through regional governments, with little
room for bottom-up adjustments. This limited
the independence of schools and community
participationinschoolmanagement. After2018,
however, reforms were introduced to expand
school councils and community participation
in school management, as well as to ensure
transparency in the selection of principals.

The central government is supporting pre-
schools integrated into primary schools. In
2019, there were 906 preschool education
institutions, and 82,000 children enrolled in the
system, of which 123 were integrated into pri-
mary schools that receive central government
funding. At central level, the parliament drafts
national preschool education legislation, and
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the government develops national policy and
educational standards, and monitors provision.
The budgets allocated to preschool institutions
by communities are based on the number of
children attending, the hours of operation and
the ages of the children enrolled.

Preschools are being integrated in schools
through the state School Readiness Program
for 5-6 year-old children. By 2019, 123 pre-
schools had been integrated into schools, with
3,560 children enrolled, mainly in the regions,
to provide preschool education for one year.
This has contributed to higher enrollment and
better performance in primary school, and
expanded opportunities for mothers to enter
formal employment.

Recognizing the importance of ECD for human
capital development, Armenia has also devel-
oped a legal and policy framework for ECD
services. The framework comprises cross-cut-
ting elements and initiatives pertaining to
nutrition, child health, education, and social
protection and social services. The National
Program on the Protection of Children's Rights
for 2004-2015 was endorsed in 2003; it is a
multisectoral ECD policy covering the educa-
tion, health, and social protection sectors. This
National Program has been the overarching
umbrella to guarantee access to essential ECD
services through national laws and regulations.
However, the updated program for 2017-21 no
longer covered child nutrition or the cognitive
stimulation and social and emotional develop-
ment of children under the age of five.

Comprehensive reforms have been made to
secondary education during the past two dec-
ades. The main reforms included promoting
inclusive education; establishment of a sep-
arate three-year upper secondary system; a
transition to 12 years of compulsory secondary
education; development of standards and of
a national monitoring system of learning out-
comes; introduction of mandatory continuous
training for teachers; improvement of school
management systems; integration of pre-
school education services in schools; and seis-
mic protection of school buildings.

The government has been working on further

reforms and revising further regulations. The
revised regulations are intended to increase
quality, effectiveness, and efficiency at all
levels. Draft laws in all sub-sectors of educa-
tion are currently being discussed and revised
but have not yet been finalized and adopted.
Thus, the main recent policy document on edu-
cation is the Government Program 2021-2026,
adopted in August 2021. In July 2022, a draft
education sector development strategy cov-
ering the whole spectrum of preschool educa-
tion, primary and secondary schools, vocational
education, higher education and life-long
learning was endorsed by the government, and
it is expected to be adopted by the parliament
by the end of 2022. When enacted, the new
Law on Higher Education and Research would
strengthen the link between education and sci-
ence, as well as increase the research compo-
nent in higher education and enhance scientific
excellence through financing mechanisms that
ensure effective use of funds. The 2021-2026
Program also envisages the reconstruction of
21 percent of public schools and ensuring that
they are equipped with updated teaching facil-
ities, including ICT equipment, modern science
and engineering laboratories and up-to-date
e-learning tools and platforms. The COVID-
19 pandemic, as well as the war in Ukraine,
have delayed implementation. Nevertheless, in
2021 and 2022 the parliament did adopt some
amendments to the Law on Education, the
Law on Preliminary (Craftsmanship) and Middle
Vocational Education, the Law on Higher and
Postgraduate Education, and the Law on Sec-
ondary Education.

The minimum salary for teachers with full-
time employment has also been increased.
The level of remuneration is greater for teach-
ers who manage to improve their qualifica-
tions through training courses, which are being
organized to bring their qualifications up to the
new standards. To this end, a voluntary certifi-
cation system was piloted in 2021, which will be
expanded. However, only 61 percent of teach-
ers have full-time workloads in schools and can
benefit from the reform. At the same time, stu-
dent to teacher ratios are low, with 2018 levels
of 6 for preschool and 8 for school education -
being well below Commonwealth of Independ-
ent States (CIS) and Organisation for Economic
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Co-operation and Development (OECD) levels
(UNESCO, 2021).

An education management information
system (EMIS) has also been developed. The
EMIS is designed to collect and report data on
general education systems, and includes tools
to aggregate data, calculate key indicators
and integrate with population data. In 2021,
the MoESCS defined the procedures for main-
taining the EMIS and for introducing a state
administrative register in the field of education.
The EMIS includes all secondary schools and is
currently being extended to include preschool
institutions, VET and HEls. The system can
make the process of obtaining and analyzing
information more efficient, and ensures that
programs, strategies, and policies are devel-
oped using clear and reliable digital data.

Reforms also aimed at increasing the quality of
VET and higher education. Armenia has joined
the Bologna Process for higher education
(2005) and the Turin Process for VET (2010)
to integrate education standards and improve
competitiveness. VET reforms were intended
to update educational content, increase man-
agement effectiveness, and strengthen logis-
tics. Following the Turin Process requirements,
state educational standards for specialties
and qualifications of VET were developed, and
curricula were revised. Continuous training
of teachers was organized. Efforts were also
made to strengthen links between the VET
system and employers. In higher education
this led to the introduction of a qualification
system in line with the European credit transfer
system, the establishment of a national system
for professional education quality assessment
and assurance in line with European stand-
ards, the adoption of a national framework of
education qualifications in line with the Euro-
pean qualification framework, the creation and
introduction of a system for student, academic
and graduate mobility, and the expansion of
student participation in HEl academic over-
sight and management.

There are afew programs to support participa-
tion of poor and vulnerable students in higher
education. To increase enrollment of those from
low-income families in higher education, the

MoESCS runs programs for students registered
in the Family Benefit (FLSEB) system and those
with vulnerability scores higher than the thresh-
old value for receiving state family benefits.

Accreditation of HEIs and their academic pro-
grams is carried out by the National Center
for Professional Education Quality Assurance
Foundation (ANQA). Institutional accredita-
tion is regular and mandatory for both private
and public HEls, and a prerequisite for aca-
demic program accreditation, which is carried
out on a voluntary basis, except for medical
academic programs. Institutional accredita-
tion is awarded for four or six years, and condi-
tional institutional accreditation for two years.
In 2015-2021, ANQA conducted accreditation
processesfor45HElsand VET colleges, of which
just one university was denied accreditation.

Spending

As a percentage of GDP, public spending in
education is low and has remained stable over
the years. During 2014-2019 public spending
in education was steadily in the range of 2.7-
29 percent, and in 2020 it was 2.7 percent
of GDP or 8.8 percent of central government
expenditure. The level of spending is well below
the EU average of 4.7 percent and below the
UMIC and ECA average, both being 3.9 per-
cent of GDP (Figure 13) (World Bank, 2021a).
Under the latest strategy, the government
aims to raise spending on the education sector
to reach 4 percent of GDP and 15 percent of
central government expenditure by 2030.

Most education expenditure is directed
towards general education programs. As of
2021, about 236 percent of public expendi-
tures on education were directed to pre-school
and primary general education, 40 percent to
secondary general education, 72 percent to
VET, and 9.3 percent to higher education. The
remaining amount is allocated to a variety of
additional education-related expenditures.

Current expenditure dominates education
spending. Educational expenditures are pre-
dominantly (90.8 percent) directed to cur-
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Figure 13: Government education expenditure as share of GDP, 2017
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Table 2: Breakdown of public expenditure on education in Armenia in 2020, % of total

Total public | Primary Lower secondary |Upper secondary | Tertiary
expendlture educatlon educatlon educatlon educatlon

Current expenditure 90.8 86.4 894 89.6 96.8
Of which:

Teaching staff 531 516 542 571 540
compensation

Non-teaching staff 30.3 23.8 250 26.3 394
compensation

Other current 74 11.0 10.2 6.2 34
expenditures

Capital expenditure 92 136 106 104 32

Source: Authors’ elaboration.

rent expenditure, most of which is allocated
to teaching staff compensation (Table 2). But
given the low overall spending amount, teach-
ers' remuneration remains low despite the large
share of spending devoted to it.

The funding of schools is based on a per-cap-
ita funding formula. For years, school financ-
ing was based on enrollment. The per capita
financing considered geographical and other
disparities, such as big and small schools;
urban and rural, and those in mountainous
and highly mountainous locations. In 2021, the
government revised the school financing for-
mula. The new formula considers the annual
average number of classes, average number
of teachers per class, teacher salaries, special
circumstances, such as extra fees to teachers
in highly mountainous locations, textbook and
feeding fees. The new scheme is based on con-
sidering the number of classes as opposed to
the number of students in the school. The gov-
ernment aims to establish effective, open, per-
formance- and outcome-based governance

and financing systems. The formula envisages
differentiated funding for primary, lower sec-
ondary and upper secondary schools. It is not
clear if this adjustment is enough to overcome
the challenges in rural or remote areas, as over-
all funding in the system is limited. The over-
whelming majority, 98 percent of students in
primary vocational education, study for free.
Annual public expenditure per student in
upper secondary school is 1.4 times lower than
expenditure per state-funded student at the
preliminary and middle VET institutions, as the
latter includes additional components aimed at
acquisition of practical skills.

Higher education financing is predominantly
private, though the government uses scholar-
ships to even out inequities in access. There are
27 public and 25 private universities in Armenia,
with more than 85 percent of universities being
in Yerevan. Admission to university requires
living in the capital city which creates extra
financial burdens for poor families. This notion
is reflected in enrollment rates in the top quin-
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tile being more than twice those of the poorest
quintile. The state funds the education of 17
percent of bachelor students and 26 percent
of master-level students in public HEIs. Pro-
vision of the state scholarship is linked to the
student’s academic performance and the social
vulnerability characteristics of the student's
family. The state provides partial or full reim-
bursement of 50-100 percent of higher edu-
cation tuition fees for these students each year,
based on their vulnerability scores. In 2019, 14.5
percent of students in HEIls received scholar-
ships (NSS, 2020), and AMD 8,312 million was
allocated to reimburse tuition fees, making up
74 percent of total public expenditure on higher
education (MoF, 2020). The government is also
increasing the science budget, which reached
AMD 15.9 billion in 2021.

Overview of the health sector

The MoH governs the Armenian health care
system. It drafts health legislation, policies,
programs, and strategies, and submits them
to the government for approval, and approves
specific regulations, such as service delivery
standards, protocols, and guidelines. MoH pur-
chases budget-funded medical services cov-
ered under the Basic Benefits Package (BBP),®
through State Health Agency (SHA) contracts
with about 500 public and private health care
providers. It directly manages about 16 health-
care facilities and institutions, some of which
are multi-profile or specialized medical centers
(Chukwuma et al, 2020a).

The SHA was established as an independent
public body charged with purchasing all pub-
licly funded medical services in Armenia. In
2011 the MoH started directly signing contracts
with providers; since then, the SHA has only
prepared contracts with providers, processed
the reporting and disbursement of funds from
the budget, and conducted audits. All major
purchasing decisions, including the authoriza-
tion of the contracts with providers, are made
by the MoH. In addition, six third-party admin-
istrators now process claims for health services
for the beneficiaries of the social package for
selected government employees, introducing

inefficiencies from duplicative administrative
costs and low claims ratios.

Several agencies manage enforcement and
control of activities with implications for public
health. The State Health Inspectorate is a spe-
cialized subdivision of the MoH, and is tasked
with overseeing the quality of curative services,
pharmaceuticals and workplace safety. How-
ever, most public health functions are managed
by the National Centre for Disease Control and
Prevention (NCDCQ), a state nonprofit organiza-
tion under the MoH and the country’'s primary
public healthinstitution. The NCDC has retained
the essential public health functions of epide-
miological surveillance and communicable dis-
ease control but also plans to focus more on
control of NCDs, health promotion and disease
prevention. The National Institute of Health
(NIH), another large public health institution
that incorporates the Information Analytic
Centre, implements a significant proportion
of public health activities, including develop-
ment of regulations on tobacco control; and
drafting policy documents on NCD prevention,
micronutrient deficiencies, harmful use of alco-
hol and physical inactivity. It is responsible for
data collection and transformation of data into
relevant information on health trends and pro-
vider performance to inform decision-making.
Both the NCDC and the NIH are called upon to
develop public health policies, strategies and
legislation.

The health departments of regional admin-
istrations and sub-national governments
manage most public health facilities in Arme-
nia, including regional hospitals, urban poly-
clinics, and rural primary health care (PHC).
They appoint facility managers, approve facility
budgets, monitor their execution, and make key
management decisions on personnel manage-
ment, procurement, and revision of service
lists. Most dental clinics in Armenia, and some
of the largest multi-profile hospitals in Yere-
van, are private. The rest of the health service
delivery system, especially in the regions, is
publicly owned and managed. In 2017, about
three-quarters of all human resources were
employed by publicly owned health facilities,
which also contained more than two-thirds of
the country’s hospital bed capacity.

> The BBP comprises three packages: for all the population, for socially vulnerable groups, and for civil servants and other special

groups under the social package
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Important health financing reforms began in
the late 1990s, aimed at improving the effi-
ciency of public health spending. In 1997,
Armenia introduced the first Basic Benefit
Package, with a set of publicly funded services,
by government decree. The package covers
some outpatient drugs, inpatient care, and
specialized services for vulnerable sub-pop-
ulations and the public sector, in two sepa-
rate packages. 70 percent of the population
has basic coverage for outpatient consulta-
tions and emergency care but must pay out of
pocket for other care. As part of the reform, line
item-based budgeting and the direct financ-
ing of maintenance costs were replaced with
per capita funding and supplementary per-
formance-based financing (PBF) for PHC pro-
viders, case-based financing for hospital care,
and fee-for-service for certain types of out-
patient and inpatient services. Under the per
capita mechanism, PHC facilities receive a fixed
annual amount for each enrolled patient with
adjustments that have implications for equita-
ble access to care. Hospital services are paid on
a fee-per-case basis, where an average price
is set for each completed surgical or nonsur-
gical hospital treatment case. In 2011, copay-
ments were introduced for certain categories
of public services, in order to cover the gap
between the actual cost of the service and the
public remuneration rate. The scope and rate
of copayments are periodically revised (WHO,
2020b). Nevertheless, the relatively low levels
of reimbursement for services in state-funded
packages contributes to formal and informal
out-of-pocket payments.

The MoH contracts public and private health
facilities to provide BBP services under the
same legal framework. In 2019, 469 health
facilities were contracted, of which 403 were
public and 66 were private. About 54 percent
of all contracted facilities were PHC provid-
ers. Almost all inpatient facilities licensed by
the MoH were contracted to provide budget-
funded services under the BBP. Health care
providers that are not contracted by the MoH
and not funded from the public budget were
mainly private outpatient diagnostic centers
and dental offices. Patients eligible for more
generous coverage under the BBP need refer-
rals from PHC providers for hospital treatment,

except in cases of urgent care. In addition, the
MoF monitors the budget execution process
and publishes detailed quarterly and annual
reports. These reports include information on
financial and nonfinancial indicators by budget
programs and activities, revenue and expendi-
ture by economic and functional classification,
national and local budgets, grants, budget
deficits, and extrabudgetary funds. All other
ministries and public agencies submit quarterly
budget execution reports to the MoF (Chuk-
wuma et al, 2020b).

Excess hospital service capacity was reduced
by investing in PHC reform and optimizing
the hospital network. This has been achieved
through the introduction of family medicine,
rehabilitation of primary care infrastructure,
provision of medical equipment and training
of health care and administrative staff. More
than 170 PHC clinics, mainly in rural areas, were
constructed and about 1,655 doctors and 1,770
nurses were trained to provide family medicine
services in Armenia.

Hospital network optimization occurred
through investments in infrastructure and
services, merging facilities strategically, and
building capacity for quality health services.
The previous, public-funded, “Semashko-style”
centralized health care system provided uni-
versal access to a wide range of services, with a
heavy emphasis on secondary and tertiary care,
and oversized bed capacity and spaces. After
decentralization, Armenia managed to reduce
the total number of hospital beds by almost
61.3 percent, and the number of hospitals was
cut by about 30 percent. A privatization pro-
gram in Yerevan affected, however, the consoli-
dation of services. By 2015, the capital had 73.4
beds per 10,000, still above the average of 51
beds per 10,000 in EU countries (Chukwuma et
al, 2020b). Furthermore, service delivery con-
tinues to be centered on hospital and curative
care, a model that is both ineffective and inef-
ficient. For example, an estimated 63 percent
of hospital visits are not preceded by a referral
from primary care.

While significant reform efforts sincethe 1990s
have significantly improved access to care and
health system efficiency, Armenia needs to
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address the persistent barriers to health care
use and improvements in service delivery. For
example, the Universal Health Coverage (UHC)
health coverage index monitors national pro-
gress towards ensuring access to health care,
measured as a mean across 14 health services,
including for NCDs. On this measure, in 2017,
Armenia’s score was 69 (out of 100), below the
ECA average of 75. For reproductive, maternal,
and child health services, Armenia scored 67,
with performance falling to 55 for services for
NCDs (WHO, 2020b). These gaps reflect oppor-
tunities to strengthen health system perfor-
mance, and thus human capital development.

An ongoing reform discussion is focused on
addressing the outstanding challenges of
financial barriers to care, passive purchasing,
and hospital-centric services. The MoH has
prepared a proposal focused on the introduc-
tion of a uniform benefits package for state-
funded benefits and progressively merging the
fragmented risk pools for the formal sector, the
poor, and vulnerable groups. To allow for learn-
ing and adaptation, and account for limitations
in fiscal space, there is an initial agreement
between the MoH and MoF to phase in imple-
mentation of these reforms over time. Initial
stages may involve the establishment of the
National Insurance Fund. It is envisaged that
this agency will act as a strategic purchaser, be
an independent, accountable legal entity, and
be able to undertake selective contracting of
providers to supply the services in the bene-
fits package. Other complementary reforms

envisaged include primary care improvements,
quality assurance at the hospital level, and
building capacity for service pricing and bene-
fits revision. Policy discussions are also ongoing
to identify sources of revenue for the reform.
The National Insurance Fund would relieve the
MoH of its dual role as both provider and pur-
chaser of publicly funded medical services; it
could also exercise stronger negotiating power
with providers, helping to strengthen Public
Financial Management (PFM) arrangements in
the health sector through improved planning,
budgeting, and external financial control and
oversight. These reforms will be supported by
strengthening ArMed, the electronic health
information system, enabling its interoperabil-
ity with other databases (for tracking the dis-
ease burden and financial management), and
leveraging this data in a secure way for deci-
sion-making.

While the multisectoral 2021-2026 Govern-
ment Program identifies reforms that map to
the proposed Program results, Armenia still
lacks a comprehensive health strategy (Table
3). Nevertheless, the MoH has developed top-
ic-specific strategies to guide reforms in ser-
vice delivery, health financing, and governance.
For example, in 2022, the MoH developed a
strategy that is intended to improve the quality
of health services. The goal of the strategy is to
create a single program of action for all medi-
cal organizations. Approval of the strategy will
facilitate the implementation of the planned
activities.

Table 3: Health sector reform overview

Service delivery Health financing

Modernizing and improving
the quality of PHC

Expanding access to
preventive care for NCDs,
including screening and
healthy lifestyle programs

Continuing the hospital
modernization agenda,
including of regional and
mental health hospitals

Increasing public spending
for health to reduce out-
of-pocket spending by 40
percentage points, under the
health insurance program

Strengthening arrangements
for the purchasing of

health services, through

the comprehensive health
insurance program

Establishment of institutional
mechanisms for quality
management

Ensuring an integrated and
fully functional electronic
health system

Strengthening mechanisms
for licensing and accreditation
of providers and facilities

Source: GoA, Government Program 2021-2026.
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Spending

While Armenia’s total spending on health is
high, at 11 percent of GDP and $524 per capita,
public health financing as a percentage of total
health expenditure is among the lowest in the
world (World Bank, 2021a). The government
uses general taxation to finance services under
the BBP. Between 2015 and 2019, total health
expenditure in Armenia increased from AMD
510.3 billion to AMD 746.2 billion. However, the
total share of health expenditure in the public
sector declined from 16.7 percent in 2015 to
13.2 percent in 2019 (NIH, 2020). In contrast,
the public sector contributed 57 percent of
health expenditure in UMICs and 63 percent in
the WHO European region in 2017.

Most of the spending on health comes from
Armenians themselves. Private health expendi-
tures in Armenia, consisting mainly of out-of-
pocket (OOP) spending, makes up 86 percent of
current health spending, much higher than the
UMIC and the WHO European region averages
(World Bank, 2021a). Over 35 percent of OOP
spending is outpatient medicines (excluded
or partially covered in the benefits package,
even the more generous social package) and
the other big driver is hospital care, excluded
for about 70 percent of the population. This is
correlated to low public expenditure on health,
which makes up less than 1.5 percent of GDP,
one of the lowest figures in ECA (Figure 14).

Hospitals absorb much of the public funding
made available to finance health service deliv-
ery. According to budget data in 2020, 45 per-
cent of the public health budget is allocated
to hospitals, whereas only 28 percent is con-
sumed by outpatient services (GoA, 2020). This
creates an ineffective hospital-centric health
system. In most OECD countries, national
health spending on hospital care is below 40
percent (Lavado et al, 2018).

Tracing the incidence of funds by health care
providers over time reveals a downward trend
in primary care at the expense of increased
health expenses from hospitals. The volume of
funding from different financing flows® for all

Figure 14: OOP expenditure, public expend-
iture on health in Armenia and comparable

countries
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Source: WHO (2021) Global Health Expenditure Data-
base. Data for 2018.

health service providers has increased during
the past few years largely due to the increase in
direct household spending, which is particularly
noticeable in "Hospitals,” followed by "Resellers
and other suppliers of medical products” and
"Ambulatory health care providers” (GoA, 2020)
(Table 4).

Both public and private spending on reducing
NCD incidence have increased significantly,
but spending to reduce malnutrition remains
relatively low, and public spending does
not always prioritize drivers of the disease
burden. Disaggregating changes in expendi-
ture between 2018 and 2019 by diseases and
patients' age groups, the largest expenditures
in the group of children aged 5 and older was
on NCDs; an increase of 26 percent compared
to the AMD 259 billion spent in 2018. Spend-
ing on malnutrition increased by 25 percent
but from a much lower level of AMD 24.7 billion
(GoA, 2020). Public spending on health care
varies across conditions, from 99 percent for
diabetes, to 11 percent for hypertension and
1 percent for oral diseases. The low spending
levels for hypertension, a key contributor to
the disease burden, highlights opportunities to
better allocate resources.

¢ The sources of revenue for financing schemes include public, private and rest of the world (transfers from government domestic
revenue, transfers distributed by government from foreign origins, voluntary prepayments, other domestic revenues, direct foreign

transfers, and unspecified revenues of the health care financing schemes).
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Table 4: Distribution of funds by health service providers (percentage)

Health service provider 2006 | 2017 | 2018 | 2019
Hospitals 384 381 383 386
Ambulatory health care providers’ 177 203 204 205
Ancillary services providers (e.g., 63 6.5 6.6 6.6
laboratory diagnostic services)

Resellers and other suppliers of 341 32.8 32.8 327
medical products

Immunization providers® 10 11 07 06
Health care system administration 15 04 05 04
and financing providers

Total 100 100 100 100

Source: GoA (2020).

Overview of the social protection
sector

The Ministry of Labor and Social Affairs (MLSA)
is the key institution for policymaking in social
protection. The system includes pensions, a set
of cash transfers programs and labor market
programs and other services provided via the
USS? through its territorial centers, supported

by communities and NGOs and framed within
a mature legislative framework (Figure 15). The
MLSA also coordinates with health and edu-
cation system implementing agencies on pro-
grams such as school feeding, medical and
education fee waivers.

Figure 15: Main social protection programs in Armenia

Social insurance Social assistance (non- Social services Active labor market
(contributory) contributory) policies/programs

Cash transfers

- Family Living Standards
Enhancement Benefits
(FLSEB)

Long-term
Pensions

- Old-age pensions
- Long-term service

pensions - Maternity benefit for
-+ Pensions prescribed by non-working women
the law - Childbirth lump sum

benefit
- Old-age social pension
- Disability benefit
- Survivors' benefits
- Funeral grant
- Financial support
to schoolchildren in
orphanages

- Other pensions

- Survivors' pensions

- Disability pensions

- Other special schemes
- Mandatory pensions

Short-term

Other social insurance

- Childcare benefit

- Sickness/injury leave
benefit

- Maternity benefit

- Health insurance support
for civil servants

Food, in-kind, and near-

cash transfers

- School feeding

- Subsidized baby food
and related products

- Targeted health,
education, and housing/
utility subsidies

Social care services for
ch||drer1, youth, persons
with disabilities, and the
elderly

- ALMPs, including public
works programs
- Employment services

7 Implies primary health care

8 Implies immunization service providers (such as NCDC/MOH, and GAV/, the vaccine alliance)
® Established on April 1st, 2021, as a merger of the Social Security Service, State Employment Agency, Medical Examination Commit-

tee and Social Assistance Service.
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The need to build, protect, and deploy human
capital features prominently in the Gov-
ernment’s strategies. All aspects of human
development that drive economic growth and
prosperity, reflecting the ability of populations
to adapt, innovate, and perform competitively
inthe labor market, have been in one or another
way reflected in all key strategic documents in
Armenia. The delivery of social protection plays
a key role therein. Human capital service deliv-
ery is recognized as being mutually reinforcing
and has been considered in the 2014-2025
National Development Strategy, the 2022-
2024 Medium Term Expenditure Framework as
well as previous action plans toward protecting
children and persons living with disabilities. The
MLSA has also been preparing a new Social
Protection sectoral (umbrella) strategy and
Employment Strategy focused on activation
and employability.

Since 2010, the MLSA has initiated fun-
damental reforms in the social protection
system, integrating social protection delivery
systems and conducting integrated needs
assessments. From 2012 onward, the govern-
ment moved toward a functional integration
of social protection program delivery from four
existing agencies (responsible for pensions,
social assistance, and employment and disabil-
ity certification) to place them under one roof
implemented through the USS and the 49 ter-
ritorial centers it manages. While the USS were
launched in early 2021, the model is still in an
incipient phase and includes a Unified Infor-
mation System (UIS) and social case manage-
ment procedures aiming to improve the ease
of access of beneficiaries, while minimizing the
clients’ cost of accessing services and benefits.
For disability, there have also been efforts to
transition to a functional disability assessment
to guide the social protection support, moving
beyond cash transfers and complementing
these with other services, including assistive
devices and skills training opportunities.

Municipalities with a population of 5,000 and
more use social workers to identify and sup-
port vulnerable individuals and households.
These community social workers are staff mem-
bers of local administrations which respond to
the Ministry of Territorial Administration and

Infrastructure. The scope of activities assigned
to community social workers include identify-
ing and supporting vulnerable individuals and
families, providing social services to the extent
possible in line with those defined by the Law
on Social Assistance of 2014 (or referring to
territorial or other entities providing social ser-
vices), and working towards local social devel-
opment plans.

In 2019, the government introduced pro-
gram-based budgeting (PBB) to better align
programming with national development
goals. Previously, spending allocation was
determined based on overall government
reform programs, the Medium-Term Expend-
iture Framework (MTEF), historical allocations,
fiscal space, and existing coverage. In paral-
lel, contingency and risk financing are limited
- though some provisions allow benefits to
be provided in times of shock and economic
uncertainty. With the PBB, evidence-based
financing is to be complemented with detailed
cost / benefit analyses which can inform how
spending could be adjusted to raise overall
impact and efficiency of the system. Given the
initiative was introduced just before COVID-19,
it is yet to fully materialize though it has poten-
tial to improve the flexibility and coherence of
the social protection system in Armenia.

The country’s major cash transfer program,
FLSEB, used to be delivered by regional gov-
ernments, but was recently put under the pur-
view of MLSA. This followed amendments to
the Law on Social Assistance in early 2020. The
program is now delivered alongside other cen-
trally executed programs and implementation
is facilitated under the new USS-led integrated
delivery scheme. It is expected that the USS
will help improve access to social protection
through a more comprehensive assessment of
the social needs of the population. However,
this reform substantially disconnected local
level administered social assistance programs
from the implementation of national programs.
As with many recent reforms, careful monitor-
ing and evaluation will be needed to assess the
extent to which the USS will improve accessi-
bility and effectiveness of the social protection
system.
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Table 5: Overview of key Armenian Social Protection Program benefit levels

Average
size of
FLSEB

Reference value benefit

Old-age

Childcare
benefit

Average
state
pension

Average
disability
benefit

Average
survivors’
benefit

ammumwagein 2019 =AMD 1 570%  464%  464%  464%  327%  733%
Upper poverty line in 2019 = o o o o o °
vl 591% = 481% = 481% = 481% = 339%  760%
Average poverty line in 2019 = o o o o ° o
A b 71.2% 579% = 579% = 579%  409% = 916%
Benefit/pensionsizein2019in 3, 359 25500 25500 25,500 18,000 40,334

AMD

Source: ARMSTAT, Statistical Yearbook of Armenia, 2020 & Social Situation of Armenia, 2019; authors’ calculations.
Note: The poverty line is per adult equivalent. In 2020, the minimum wage was increased to AMD 68,000; social
benefits were increased to AMD 26,500, maintaining the ratio to the minimum wage at about 33 percent.

Social protection plays a significant role in
reducing poverty. Through direct transfers, the
government reduces poverty by 9.4 percentage
points - from 37.4 to 28 percent in 2020 (World
Bank, 2022f). The major component driving
this impact are pensions (through near univer-
sal coverage) and the poverty-targeted cash
transfer FLSEB. The FLSEB is substantially cost
effectiveness in reducing poverty due to its use
of means testing and adequate benefit levels.
In 2018, nearly two-thirds of beneficiaries were
found in the poorest consumption quintile -
indicating the program is progressive (ARM-
STAT, 2019). The benefit levels of FLSEB were
also among the highest in the social protection
system at 57 percent of the 2019 minimum
wage (Table 5). However, the program only com-
prises 6 percent of total SP spending in 2019.

ALMPs are being developed to support the
unemployed and facilitate re-entry into the
labor market. The MLSA and MoESCS have
joint responsibility to develop policy, implement
ALMPs, and align programs with education
and employment systems. These programs are
designed to support formal employment, and
focus on vulnerable or non-vulnerable house-
holds working in the informal sector. Armenia
has been increasing its level of financing in
public employment services in recent years, but
the level of spending remains very low (0.03
percent of GDP in 2020), and so ALMPs reach
very few of the registered unemployed (9 per-
cent). Moreover, ALMP often underspend, with
little flexibility for reprogramming as a large
share of funding is allocated to rural self-em-

ployment, which correspond to the profiles of
many of the registered unemployed (World
Bank, 2022e).

Unemployment insurance was removed from
the social protection system in 2013; it was
replaced by a cash support system provided
to unemployed job seekers on a case-by-
case basis. Accordingly, currently there is little
support available to protect from income loss
during unemployment, though the govern-
ment plans to reintroduce unemployment
insurance in 2023.

By design, all the elderly receive some form
of support from the pension system. Cover-
age of pensions between contributory and
non-contributory programs is nearly universal.
For those who do not qualify for state pensions
(which are provided based on contributions for
25 years), a basic old-age benefit is provided
when reaching the age of 65. The amount pro-
vided per month is not indexed to inflation and
adjustments are being made from time to time
on an ad-hoc basis: the latest increase in 2022
brought the minimum pension up to AMD
30,500 per month.

Spending

Social protection spending is higher than
public education and health spending, but
mostly covers pensions and remains low by
regional standards. In 2019, it made up 69
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percent of GDP; or nearly a third of Armenia’s
budget and the largest category of central
government spending. Most of this goes to
pensions, at about 85 percent of total social
protection spending, leaving little room for
social assistance, labor market programs or
social care services. As shown in Figure 16, the
Government of Armenia covers a few minimum
benefits guarantees, including basic pensions
and other rights-based universal benefits, and
co-finances the contributions of participants in
the fully funded mandatory pension system.1®
While spending has been on rise in Arme-
nia, levels on social protection outlays are still
amongst the lowest in the region (Figure 16).

Most programs are non-contributory, frag-
mented, and under-financed. In Armenia
there are 26 contributory social insurance pro-
grams while 78 programs are provided without
requirements to contribute. Most contributory
and non-contributory transfers and services
are designed to address social risks faced by
the population, targeting children,®* persons
with disabilities, the elderly, and poor and/or
other vulnerable groups. In 2019 a significant
share of the social protection budget (63 per-
cent) was allocated to contributory pensions,
while the poverty-targeted FLSEB (family ben-
efits) program amounted to just 6.9 percent,
and social pensions (old-age, disability, and
survivors) made up around 4.6 percent. Most
of the other social assistance programs have
small coverage, pointing to fragmentation and
the need for consolidation.

15% m
10%
5%
0%
A

Figure 16: Social protection spending remains below the ECA average
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Source: World Bank (2021a).

10 The rate of mandatory funded contribution is 10 percent of basic income (gross wage and income received from other civil con-
tracts), which is co-financed by the government.
1 Especially those aged 3-18; children aged O-3 are also covered but by fewer programs.
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Improving the delivery of effective and

equitable human development services

The ongoing reform momentum needs to
be sustained further to deliver significant
improvements in human development out-
comes. For example, the education sector has
enacted a promising education strategy to
boost the quality and effectiveness of educa-
tion services, but delivery challenges remain. In
the social protection sector, the beginning of
integration of social protection programs and
referral systems through the USS centers is an
effective step forward, but progress appears to
have stagnated. Similarly, reform initiatives to
increase access and quality of health and edu-
cation service delivery, such as those toward
UHC and early childhood education, have the
potential to substantially improve outcomes
but have not yet been fully implemented.

Education

Delivery challenges in education lead to low
learning outcomes. Issues include low enroll-
ment at most school levels, low - though
growing - access to preschool in rural areas,
inefficient management and low public spend-
ing and resulting low motivation and qualifica-
tion of teachers. Addressing these challenges
requires not only a revision of the legal frame-
work and sectoral and sub-sectoral synergic
reforms, but also a significant increase in fund-
ing of the education sector to enable effective
implementation of the new education strategy.

There are stark inequities in enrollment in pre-
school education, with some areas still lacking
any access. Despite improvements, availability
of preschool institutions is limited in rural areas,
leading to the enrollment rate being 1.6 times
lower there than in urban areas. Meanwhile,
children from wealthier families have more
opportunities than those from poor families,

with an enrollment rate 1.5 times higher than for
children from poor families (37 and 25 percent
respectively - NSS, 2020). This then affects
learning outcomes, as children living in poor
households on average score 66 points less in
harmonized test scores. Such disadvantages
in early human capital endowments trans-
late to lifelong inequity in outcomes in health,
education, and labor markets; this in turn will
continue to weigh down labor market oppor-
tunities (World Bank, 2020a). Boosting early
childhood education and preschool access so
the poor and vulnerable start fairly and early
could help to address long-term inequities in
human development outcomes.

There is no cross-sectoral ECD policy frame-
work to help coordinate and prioritize the
financing of ECD interventions. The Strategic
Action Plan on the Protection of the Rights of
the Child (2017-21) does not cover child nutri-
tion or the cognitive stimulation and social
and emotional development of children under
the age of five. Because of the lack of a com-
prehensive ECD policy framework, it is unclear
where certain key ECD services fit and there is
arisk that important interventions slip between
the cracks. This is a particular risk for promoting
cognitive, social, and emotional development
of children below the age of five, since this
important dimension of ECD does not appear
to be fully covered by any current legal, policy
or strategy document.

Preschool education implementation and
funding is to a large extent the responsibility
of local governments, which leads to inequi-
ties. Although more preschool institutions have
been integrated into primary schools, about 84
percent of preschools are community-financed,
and the limited budgets of poor and vulnerable
communities affect their ability to deliver qual-
ity services. Also, education programs, curricula
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and standards in preschool need to be harmo-
nized with the overall education standards and
further modernized. Preschool teachers have
similar qualifications to schoolteachers but
have lower wages and no incentive schemes to
improve their professional skills to prepare chil-
dren for school. Preschool financing, including
teacher remuneration and curricula, need to
be reformed to increase the quality of services
provided.

Continued reforms and investments are
needed in general education on teacher train-
ing, curricula and assessment systems, and
equipment/teaching material. Only 77 percent
of teachers in primary school are professionally
trained - one of the lowestratesin ECA. Enhanc-
ing the qualifications of teachers through train-
ing courses, and bringing their qualifications,
teaching and learning practices up to certain
standards is paramount to ensuring sustain-
able solutions. Upper secondary schools also
need improved equipment and teaching mate-
rials, such as laboratory equipment, computers,
internet connections, high-quality textbooks,
and manuals for teachers. Equipping schools
with proper teaching materials can also help
deliver better services. The government also
plans to renovate 21 percent of public schools.
Given that most schools built in 2012-2015 did
not conform with building codes and stand-
ards, the resilience to earthquakes of existing
schools should also be considered as part of a
larger disaster preparedness plan.

Lack of autonomy affects schools’ incentives
to deliver quality teaching and their ability to
adapt to local needs. Budgets for schools are
distributed through regional governments, with
little room for adjustments driven from bottom
up. This governance system with immedi-
ate control of upper-level bodies limits school
independence and community participation
in school management. Recent reforms are
intended to expand school councils and com-
munity participation in school management, as
well as ensuring transparency in the selection
of principals, but they should be accompanied
by appropriate financing, capacity develop-
ment support and monitoring.

Substantial retirements in the near future
may provide an opportunity to improve the
quality of teachers. Nearly half of the teach-
ers will retire within the next decade Arme-
nia has one of the highest proportions of older
teachers in ECA. The average age of all general
education teachers is 46.8, and around 20 per-
cent of teachers are above the age of 60, with
only 11 percent under the age of 30. Renewing
the teaching workforce is a challenge that will
require careful planning, but also an oppor-
tunity to improve the quality of teachers. The
government intends to create alternative path-
ways into teaching through new certification
programs and incentives for university gradu-
ates and professionals to switch to the teach-
ing profession. Currently, the only pathway into
teaching is getting a pedagogical degree from
state-run universities, vocational schools, and
some private institutions. The low remunera-
tion levels also pose a challenge to attracting
qualified candidates. Even though Armenia also
has the highest share of education expendi-
ture going toward teacher compensation in the
region, teacher salaries are below the average
wages for all professions!® Despite a recent
increase, the minimum salary of teachers with
full-time employment reaches only 58 per-
cent of per capita GDP, and only 61 percent of
teachers have full-time equivalent workloads in
schools to benefit from this reform. Vacancies
in teaching positions are most pronounced in
rural areas, and for STEM teachers.

In order to increase motivation of teachers and
attract top students in teaching profession,
MoESCS could consider increasing teacher
pay, as the teaching specialization generally
requires lower scores than other specializa-
tions. Many students who do not intend to
become teachers are selected for it anyway
due to their examination scores. For the future
of the teaching profession, modernizing and
reforming pedagogical universities is essential
to attract students with good knowledge and
prepare high-quality teachers. The planned
revisions to the legal framework are expected
to allow individuals who already hold bache-
lor's degrees to enroll in programs and qualify
them to teach in schools. These programs can
be designed in virtual and/or hybrid models to

2 MoESCS (2022a). State Development Program for Education of the Republic of Armenia for 2030. Yerevan, Armenia: Ministry of

Education, Science, Culture and Sports.

3 World Bank, 2021, Armenia Teacher Profile and Policies, Washington, DC.
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attract working professionals. The government
could allocate more financing to attract stu-
dents and teachers and help even out inequal-
ity of learning opportunities in rural areas. The
government missing positions could be filled in
by the tools of distance learning, based on the
experiences of the COVID-19 pandemic. This
approach could help but cannot be seen as a
complete or sustainable solution.

Youth from poor families are more likely to drop
out of education than those from wealthier
families. This shows that accessing education
can be costly for some households: whether
directly (the need to finance transportation,
room, and board, particularly for university) or
indirectly (the opportunity cost of attending
schools where there are not enough teach-
ers or relevant curricula to nourish the skills
needed to thrive after school). Also, as entry to
university is based solely on examinations, the
poor and vulnerable, or students from lagging
regions, may be disadvantaged - an issue that
scholarships cannot fully address. Developing
targeted social programs, as well making uni-
versity admission more inclusive, may help poor
students continue their education at all levels.

Upper secondary schools would benefit from
improved curricula and teaching practices to
help the poor access higher education. Gross
enrollment in upper secondary school among
the poor is 9.5 percent lower than among the
non-poor. Development and implementation
of curricula and standards to better support
the poor and vulnerable and prepare them for
higher education could help to promote a more
inclusive education system.

Despite some progress, VET continues to face
structural constraints and quality challenges.
Structural limitations include low funding levels,
the need to develop a national qualification
framework and credit system, a lack of pri-
vate sector involvement to strengthen the link
between skills formation and quality employ-
ment, a lack of work-based learning, and out-
dated equipment. In response, the government
has developed new curricula better aligned with
labor market needs, such as on core compe-
tencies of entrepreneurship and basic business

development, and plans to improve monitoring
of student and teacher performance and intro-
duce qualification standards in the VET system.
Unfortunately, implementation progress was
slow before the pandemic and has slowed fur-
therin the last several years, due in part to con-
tinued instability. The government could give a
fresh start to the modernization efforts. Imple-
menting new models of VET institutional man-
agement based on public-private partnership
may increase the system'’s overall efficiency and
its effectiveness.

A more strategic use of the EMIS could facil-
itate better teaching and a more inclusive
education system. Although Armenia has suc-
cessfully developed a comprehensive EMIS with
quality data, the system could be more effec-
tively used to monitor school and student per-
formance, and address emerging challenges.
The EMIS should also contain data relevant to
early childhood education, and be closely con-
nected with the Health Management Infor-
mation System, so that early support for the
health and wellbeing of children and students
is well coordinated across sectors.

Health

Despite successful organizational and struc-
tural reforms, Armenia still faces constraints
in health service delivery. Constraints comprise
design, affordability, access and quality issues
(Figure 17).

A new national strategy should help better
align priorities with budgeting. The strat-
egy created a single program of action for all
medical organizations, which is expected to
contribute to stronger alignment of the gov-
ernment’s health policies and priorities with
the budgeting process, including by ensuring
appropriate outcome indicators. Successful
implementation of the strategy is key to linking
the short- and long-term goals of the health
system. Implementation should also facilitate
coherence between health programs and the
Medium-Term Expenditure Framework (MTEF).




< Back to table of contents

ARMENIA
Human Capital Review

Figure 17: Health service delivery constraints

Design

- Implementation of national strategy in line
with Medium- Term Expenditure Framework

- Hospital-centric service delivery
organization

- Limited investment in human resources
development

- Low facility capacity in rural areas
- Inequitable distribution of health workers
- Limited adoption of digital technologies

Access

- High out-of-pocket expenditure
- Low reimbursement rates for publicly

- Lack of a Health Technology Assessment
- Limited coverage for essential care in

- Undersupply of skilled health workers
- Absence of national standards for job

- Inadequate remuneration for health workers
- Lack of approved clinical guidelines and

Affordability

funded services
(HTA) system

benefits package

descriptions, promotions, or performance
assessment

limited quality monitoring

Quality

While a gatekeeping function has been intro-
duced at PHC level, it is not enforced in prac-
tice, with two thirds of people in need of health
services bypassing primary care. The family
medicine concept did not work fully in all areas,
as the structure of urban polyclinics prevented
its realization in practice. Resolving this would
require overall increases in public expenditure,
better allocation of spending and, more impor-
tantly, a redesign of health system functioning,
including better organization, human resource
management and integration of health service
delivery. Re-orienting services around primary
care is consistent with best practice for manag-
ing NCDs and would boost effectiveness. This
would include avital role for PHC in NCD detec-
tion and management, including adequate
equipment and staffing for service provision,
improved gatekeeping, referral mechanisms to
regulate access to other providers, and financ-
ing arrangements that incentivize these mech-
anisms.

Unforeseen health expenditures may push
vulnerable households into poverty. The gov-
ernment does provide some support to FLSEB
beneficiaries and those living with disabilities
receiving assistance to cover health expendi-
ture. However, this has proven insufficient, and
high OOP can lead some poor or vulnerable

households either further into poverty, or to
forgo access to services. Even relatively small
expenditure on health services for the poor-
est households can be enough to push them
into poverty. High OOPs are mainly driven by
limited benefits scope, high and unregulated
pharmaceutical prices and overreliance on hos-
pital treatment and inefficient diagnostics. In
ECA, Armenia has the third highest estimate of
impoverishing health expenditures after Geor-
gia and Tajikistan: 2.4 percent of the popula-
tion becomes poor due solely to private health
financing needs (World Bank, 2021a). Increas-
ing public health sector funding to improve
financial protection is essential. The share of the
government budget allocated to health should
increase steadily over the long term, to enable
the government to meet its commitment to
providing universal health coverage.

A major issue is the high costs of pharma-
ceuticals and medicinal supplies. Out of total
health spending by households for 2019,
about 39 percent was spent on medicines
and medical supplies, and the remaining 61
percent on medical services (GoA, 2020). Pri-
vate, individual expenditure on pharmaceu-
ticals has increased significantly — due in part
to increased value-added tax on pharmaceuti-
cals - and amounted to $23 per capita in 2010
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(MoH, 2010), $42 in 2015 and more than $S172
in 2019. At the same time, the public pharma-
ceutical expenditure share is extremely low, at
less than 3 percent of the health budget (NSS,
2020). According to 2019 data, it was about
$1.92 per capita per year, decreasing from $2.94
since 2016 (NIH, 2020). This is not enough to
cover the needs of even a restricted population
eligible for medicine free of charge or with dis-
counts. If disaggregated by income level and
quintile group, monthly per capita expenditure
for purchasing medicine for the non-poor is
2.6 times higher than the similar costs for the
poor, and 6.2 times more per capita than that
spent every month by the extremely poor (NSS,
2020). Increasing the affordability of medicines
and expanding the coverage of drug benefits
under the BBP should be a government prior-
ity. Including outpatient medicines in the health
benefits package free of charge for vulnerable
groups may also prevent future costly medical
interventions in inpatient care. Armenia may
also benefit from developing innovative pur-
chasing instruments, such as managed entry
agreements and reference pricing to decrease
the cost of medicine and medicinal supplies.

Low reimbursement rates for publicly funded
services, especially hospital care, leads to low
financial risk protection and gaps in the quality
and affordability of medical care. In 2019, the
BBP price lists for certain categories of benefi-
ciaries were revised to improve reimbursement
rates and reduce incentives for providers to
collect informal co-payments (Chukwuma et
al. 2020b). Armenia needs reforms toward the
establishment of a Health Technology Assess-
ment (HTA) system to inform BBP cost. The
focus of actuarial costing should shift to the
use of pricing to establish provider payment
rates that encourage desired behaviors, in con-
trast to reimbursing services below the cost
of delivery, incentivizing undersupply of these
services by providers and demand for informal
payments.

The current BBP design, including services and
groups provided for, contributes to the high
OOP payments. Initially the BBP was informed
by a HTA that assessed the burden of disease,
the budgetary impact of guaranteeing access
to interventions through the state, and the

relative cost-effectiveness of alternative ser-
vices. Furthermore, since 2001, the parliament
has delegated responsibility for authorizing
changes to the BBP to the MoH. There has
been no progress in regulating the package
review process, including the criteria to be con-
sidered, relative importance, and stakeholder
involvement procedures. Hence, BBP changes
have been driven by political considerations.
The government has periodically reviewed
the BBP by expanding or reducing the range
of services and population groups covered by
the benefits. However, over time, budgeting
and political considerations have increasingly
influenced the BBP rather than disease burden
and health service priorities (Fraser et al, 2021).
Increasing relative public funding for high-im-
pact curative and preventive interventions is
essential, given available resources, to ensure
more health gains. There is also a need to spec-
ify the criteria for considering alternative health
interventions, the frequency of BBP's revisions,
and the steps including an obligatory require-
ment for consultations with key stakeholders,
provider associations and patients.

The MoH fulfills both purchasing and provision
functions without much attention to quality
and efficiency. The purchasing function has
been limited to contracting, claims process-
ing and monitoring of spending patterns, with
less attention paid to quality assurance and
data-driven decision-making. No institution is
responsible for ensuring that clinical guidelines
are available, compliance is monitored, and
findings on compliance are incorporated into
purchasing decisions. For example, following
a diagnosis of hypertension, only 39 percent
of service users are advised to control weight
and 17.8 percent to cease smoking. In 63 per-
cent of cases, individuals bypass their primary
care physicians and obtain hospital and emer-
gency care directly, in part due to the percep-
tion that quality of care at PHC level is poor.
Payments to providers are poorly adjusted for
the quality-of-service provision and provider
contracting is not conditional to service stand-
ards. Although Armenia introduced a results-
based financing mechanism to motivate PHC
providers for better performance, purchasing
decisions remain largely passive and contrib-
ute to challenges in ensuring access to high
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quality health care in Armenia (Chukwuma et
al, 2020a). Strategic purchasing requires clear
objectives, coordination among key actors,
transparent decision rights, and use of health
information systems to support decision-mak-
ing. To address this, the government should
establish an independent purchasing body
with clear decision rights and external over-
sight to promote accountability for results.
Selective contracting of providers is essential to
improve health care quality and financial disci-
pline. Establishing an independent purchasing
body would also provide stronger negotiating
power with providers, helping to strengthen
PFM arrangements in the health sector through
improved planning, budgeting, and external
financial control and oversight.

Greater focus on primary care, including pre-
vention, could also improve health outcomes.
Over 90 percent of mortality in Armenia is
driven by high tobacco and alcohol intake,
unhealthy diets and physical inactivity, as well
as poor nutritional practices and behaviors
that resulted in poor maternal and child health.
Increased public allocation to PHC and public
health activities would reduce the preventable
morbidity and mortality that arise from NCDs
and need to be addressed at PHC level to
avoid further health complications. In addition
to increased health financing, Armenia needs
to conduct activities to improve public health,
implementing whole-of-society approach to
motivate lifestyle changes by promoting health
education, and expanding the scope of health
literacy and public awareness. Interagency
coordination and collaborative efforts need to
be strengthened as well to enforce tobacco law
into practice and increase taxes on unhealthy
products.

The shortage of key professionals, such as
family doctors and anesthesiologists, at the
sub-national level limits facilities’ ability to
supply high-quality health services. According
to a public financial management assessment,
interviews with regional health facility manag-
ers revealed that 3-10 percent of all positions
of positions among medical staff are vacant
(Chukwuma, 2020b). This finding is consistent
with MoH data. In addition, annual staff turn-
over averages 5-8 percent, due to emigration

and other reasons. The undersupply of skilled
health workers, gaps in human resources for
health regulation, inadequate capital invest-
ment funding, and procurement challenges
negatively affect the quality of services deliv-
ered. Armenia needs to enact policies to
address professional workforce shortages by
motivating health personnel to practice in rural
areas, as lower compensation outside Yerevan
exacerbates spatial inequities in health care
access and quality. For example, every year the
MoH provides some publicly subsidized post-
graduate medical education opportunities for
medical professionals who are willing to work in
the regions after graduation. In 2019, it contin-
ued the practice of temporarily assigning med-
ical specialists from Yerevan-based facilities
to regional health care providers to fill vacant
positions.

The absence of national standards for job
descriptions, promotions, or performance
assessment in the public health sector leads to
lost opportunities to conduct quality assurance
of health human resources. The inadequacy of
budget funding for capital investments, includ-
ing maintenance costs for infrastructure and
equipment, particularly in the regions, and the
lack of capacity to develop appropriate tech-
nical specifications for medicines and other
supplies also negatively affect service delivery
quality (Chukwuma et al, 2020). To improve
service delivery, transparency and account-
ability, Armenia needs to revise legislation to
enable the government to introduce unified
regulations for health workforce performance
and remuneration in the public sector health
facilities in the regions.

Information systems and data sharing prac-
tices in the health sector could be better uti-
lized. Multiple systems are in place for data
reporting, collecting, and monitoring (either
computerized (offline) or paper-based), but
the pandemic showed that action is needed to
integrate systems, improve efficiency and data
availability, quality, and use. Data could be more
systematically used to monitor quality of care,
regulate drug prescribing behavior, refine con-
tract design, and inform revisions to the bene-
fits package.
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Social Protection

Despite being coordinated by a single min-
istry, the social protection system remains
fragmented. Reasonable legal provisions, insti-
tutional arrangements, and other frameworks
ensure coordination, integration, and comple-
mentarity across social protection programs
within the ministry. Duplications may however
occur, particularly in non-cash service delivery
programs such as care or rehabilitation ser-
vices. There is little coherence among the dif-
ferent social protection schemes and programs
of the health care and education sectors. Ser-
vice delivery is also fragmented, as evidenced
by the existence of multiple programs with
similar objectives, multiple needs assessments
of the same beneficiaries, and the targeting of
the same population groups, often with limited
geographical scope and leading to high admin-
istrative and delivery costs. Most programs are
non-contributory and under-financed. The pro-
grams other than the poverty-targeted FLSEB
(family benefits) program and social pensions
(old-age, disability, and survivors) have small
coverage, pointing to the need for consolida-
tion. The development of the USS, the upcom-
ing Social Protection Strategy, the Employment
Strategy and the new Law on Social Assistance
are poised to address many of these issues.

While programs are intended to cover vulner-
abilities across the lifecycle, substantial gaps
remain. Overall, around 40 percent of the popu-
lationin Armeniais covered by at least one social
protection benefit, yet discrepancies across
age groups are substantial: while near-univer-
sal coverage of older people is achieved, cover-
age is much lower among children and people
of working age - 38.8 percent and 24.0 percent
respectively (UN, 2021). Childcare benefits are
out of reach for 35 percent of children under
the age of two, though this gap may be closed
with the introduction of new benefits for this
group from 2022/23, whilst only a third of the
poorest households receive poverty-targeted
social assistance benefits. A lifecycle analy-
sis of the social protection programs (UNICEF
and World Bank, 2020) showed that there are
programs in place to address most of the social

risks faced by the population (loss of income
due to childbirth, maternity, retirement, disa-
bility and loss of household breadwinner, pov-
erty, health problems, non-competitiveness in
the labor market, and others). However, whilst
programmatic responses may exist, they are
not all adequate. Programs targeting the most
vulnerable are limited in coverage, sometimes
do not correspond to needs, and barely cover
some groups such as refugees, the homeless,
and children aged O-3 (especially ages 2 and
3). Coverage of most social care programs and
services is also extremely limited. Implement-
ing performance-based budgeting to adjust
programming, with attention toward effective
coverage and adequacy of social protection
programs for vulnerable groups in the popula-
tion across regions and welfare levels is essen-
tial to deal with these gaps.

Though social protection plays a strong role
in reducing poverty, the low coverage limits
its impact. The ongoing reform of the Vulner-
ability Assessment System (VAS) is expected
to put more emphasis on the income-test
component and raise efficiency. Effectiveness,
however, may remain limited, as the FLSEB pro-
gram covers just a third of the poor. Given the
program's strong focus on poor households,
expanding it could enhance poverty reduction
and, with linkages to health and education ser-
vices, could help abridge inequities in access
and outcomes. Effectiveness is also affected
by human resource challenges. According to
a detailed assessment of infrastructural and
human capacity of the agencies and services
within its system,* the administrative spend-
ing is exceptionally low and thus insufficient to
retain skilled staff and support continuous staff
capacity building. Ensuring that frontline deliv-
ery staff are well paid is essential for this pro-
gram to be successful.

Social care services should play a stronger
role in promoting human capital accumula-
tion. Childcare services exist but cover only 0.2
percent of estimated needs, though coverage
expansion is underway to address this (UNICEF
& World Bank, 2020). Day care s in place for chil-
dren aged 3 to 4, but a range of gaps abound:
there is no mandate for foster care for orphans
under the age of 3 whilst social protection pro-

4 Conducted by the World Bank supported SPAP-II program toward establishing M&E systems within the MLSA. The assessment
was designed to evaluate the costs of social services provision, including staff salaries, maintenance of buildings, skills develop-

ment, and IT capacity.
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grams for children between the ages of 3-6 are
limited to the FLSEB, free medical care, and
temporary 24-hour care in emergency cases.
As set out earlier in this review, ECD services are
far from universal, with just a fifth of children
under the age of five attending kindergarten
in 2017 (ILCS, 2017). Promoting access to ECD
and extending social care services to protect-
ing children, whether they are living with their
families or not, can help prevent loss of essen-
tial health and education development.

There is near-universal coverage of pensions
for the elderly, but adequacy is low. Old age
pensions are nearly universal in coverage but
have low adequacy. Replacement rates of the
basic pension benefit are well below half of ILO
conventions, and in per capita GDP terms are
about 5 percentage points lower than the old
age pension system in neighboring Georgia.
The social security system is overly reliant on
formal employment in the provision of benefits
and is also subject to considerable uncertainty
as to the benefits of the pension system in the
future (UN, 2021). Significant funding goes to
these programs, although their design is quite
rigid, with benefits linked to formal employ-
ment and defined purely through years of ser-
vice, without considering contribution rates or
contributory capacity. (UNICEF & World Bank,
2020).

Those in old age may receive pensions but
will generally not access social care services.
A 2016-2018 MLSA-led evaluation of social
protection in Armenia found that the most
complained aspect of the system was the low
availability of social care services. Whilst they
exist, they have been faced with significant
issues in terms of access, the quality of services
provided, and management of support pro-
vided. In contrast to basic income security for
older people, provision of social care services
is a continuing challenge. Care services for the
elderly are categorical and cover only 9 percent
of actual need, based on the estimated number
of elderly people living alone.

Existing ALMPs do not effectively address the
massive unemployment challenge, as qual-
ity remains poor and coverage and funding
is limited. ALMPs only reach and support 9

percent of those officially registered as unem-
ployed, and spending is low, indicating issues
with design and responsiveness to the needs
of the unemployed. In addition, the larg-
est share of funding for ALMPs goes to rural
self-employment support, which does not cor-
respond to the profile of the largest shares of
registered unemployed, many of whom live in
urban areas (World Bank, 2022¢). ALMPs only
reach and support 9 percent of those officially
registered as unemployed (ibid). Given that the
ALMPs' goals are to promote formal employ-
ment and increase beneficiaries’ labor market
competitiveness, the programs are only par-
tially successful. In 2017, about 64 percent of
beneficiaries obtained formal, sustainable jobs,
defined by the MLSA as formal work contracts
for more than a year. The outcomes of many of
these programs were not systematically eval-
uated, and their overall financing has been
decreasing (UNICEF and World Bank, 2020).
Work practice programs, however, appear to
lead to twice as many people re-entering the
labor market within 6 months as non-ALMP
beneficiaries. Systematic monitoring and eval-
uation of ALMP programs, which is essential to
improve their effectiveness, is also lacking.

Improved ALMP efficacy could come from an
informed redesign and expansion, and evi-
dence-based adjustments to respond better
to the needs of the unemployed. Further
expansions, if designed based on findings from
evaluations and according to international best
practices, could help to reduce the high level
of inactivity (World Bank, 2022e). Furthermore,
there is some potential to leverage the FLSEB
program, by introducing earned-income disre-
gards and link the exit-strategy from the pro-
gram to ALMPs, in order to avoid disincentives
to exit the program and enter the formal labor
market (World Bank, 2014a). Accordingly, the
upcoming Employment Strategy should fully
incorporate ALMP within the framework.

There is no systematic protection against
unemployment or workplace accidents. As the
country is ageing, provision of pensions and
insurance against work injury, disability and
other risks will become increasingly important.
There is, however, no workplace injury insur-
ance scheme in place, hence accidents at work
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can drive workers into poverty due to loss of
income and because of the inadequate funding
of universal health coverage (UN, 2021). Bring-
ing such measures back into the social protec-
tion system could reduce a slew of risks related
to employment.

Coordination across sectors

Important challenges to human capital forma-
tion demand a whole-of-society approach. To
be addressed effectively, challenges such as
early childhood development, jobs and ageing
demand a cross-sectoral, strongly coordinated
approach. Providing effective ECD services,
for instance, requires effective monitoring of
developmental outcomes at the child level, and
tailored and coordinated support from edu-
cation, health and social protection services.
These critical human capital areas cut across
human development sectors and involve both
government and non-governmental entities
and institutions at various levels. The Govern-
ment of Armenia, in anticipation of the need for
high-level political coordination, established an
inter-agency steering committee - led by the
Deputy Prime Minister - to identify, initiate, and
monitor strategic investments for human cap-
ital development. This steering committee can
facilitate the participation of civil society and
the private sector and build local ownership for
the human capital development agenda (World
Bank, 2020a). However, given the complexity
of cross-sectoral work, it will be important that
implementation of cross-sectoral approaches
receives adequate attention and is closely
monitored.
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5. Learning from the COVID-19 response
to build more resilient delivery systems

Armenia has experienced moderate COVID-19
infection rates per capita, and school closures
were more limited than in many peer coun-
tries in the region. Between 2020 and 2021,
there have been five waves of COVID-19 with
a total of 420,000 cases and 8,987 deaths
(NSS, 2022). The government swiftly imple-
mented a range of policies to help prevent the
spread of the virus, though as of March 2022
just 42 percent of the population had been
fully vaccinated - to some extent due to lack
of trust in vaccines (World Bank, 2022b). The
pandemic also led to a fast drop in labor force
participation, from 60 percent to just over 55
percent between 2019 and 2020 (World Bank,
2022e). In total, schools were partially or com-
pletely closed for 12 weeks in 2021 - about 28
percent of the active learning process was dis-
rupted by complete closure, and 9 percent by
partial closure of schools. Essential health care
was also significantly disrupted as reflected, for
instance, by reduced child vaccination rates -
which fell by nearly a third compared to pre-
COVID levels.

Important lessons and initiatives from the
pandemic response can be mainstreamed
to strengthen service delivery in education,
health, and social protection. Among others,
developments in the e-health system will likely
continue to play an important role well beyond
the pandemic, allowing for better referral pro-
cesses and informing health sector resource
allocations. Developments in online learn-
ing can also help bridge some learning gaps,
although they should not be seen as a substi-
tute for face-to-face learning and as a pana-
cea for governance and service delivery issues
in the education sector. For social protec-
tion, lack of integration of services (especially
between national and local levels) and com-
peting priorities for limited resources affected

the effectiveness of the response. This shows
the importance of promoting coordinated
approaches to crises and building delivery and
monitoring tools that support an effective
intersectoral response.

Education

To stem learning losses from school closures,
the government was quick to implement dis-
tance learning. School closures were not as
severe as for other countries in the region
(UNESCO, 2021). Nonetheless, to ensure the
continuity of education at the general second-
ary and high school levels through distance
learning and the use of online ICT tools, the
National Center for Educational Technologies
(NCET) launched a Distance learning and ICT
page on the Armenian Educational Environ-
ment platform on March 16, 2020. The ability
to shift quickly was made possible by test-
ing innovative approaches, starting in 2007.
To build digital literacy, teacher training pro-
cesses were adjusted. Following the closure
of schools on March 13, 2020, capacity and
needs assessment processes identified obsta-
cles to the organization of distance learning,
including the lack of knowledge and skills of
teachers for distance teaching. To cope with
these challenges, MoESCS provided training on
e-learning systems, and teachers with distance
learning skills also conducted courses for col-
leagues. Within the framework of the E-school
Armenia project, 18 mentor schools have been
selected, whose teachers conducted e-lessons
from September 2021 for children with a lack
of subject specialists. According to preliminary
data, the 18 schools involved in the mentoring
network helped close the gap of subject teach-
ers in about 101 schools. A distance education




< Back to table of contents

ARMENIA
Human Capital Review

platform was also launched in March 2022 and
is being maintained by the National Center of
Education Technologies.

The effectiveness of distance learning
depended, however, on access to quality inter-
net connections and computer literacy. Even
though cellular internet connections are availa-
ble in all regions and communities of Armenia,
as of May-June 2020, 69 percent of teachers
and 71 percent of students reported that the
quality of internet connection was insufficient
for distance learning. Similar numbers of teach-
ers, but only 35 percent of students, reported
not having the right equipment for remote
training or learning (MoESCS, 2021). There
are also differences in household-level inter-
net access across urban, rural, wealthier, and
poorer households that have shaped student
and teacher access to the remote learning and
training opportunities provided. Connection
challenges were particularly strong for poor
and vulnerable households. According to a
sample survey of extremely poor and vulnera-
ble families in seven regions of Armenia, car-
ried out by the World Vision Armenia in June
2020 (WVI, 2020) and covering 1,175 families,
children in 13.8 percent of these families did
not participate in distance learning. The main
reasons for non-participation in these families
were the absence of technical equipment and
Internet connection. In 28.6 percent of families
with children with disabilities, their children did
not participate in distance learning.

To address these issues, special tariffs for cel-
lular internet connections were offered to
teachers and students through private-pub-
lic partnerships. A national call to help low-in-
come students led to a donation of 5000
digital devices to those in need in March-May
2020. The MoESCS, the private sector, devel-
opment partners, charity organizations and
society also organized a massive distribution
of technical equipment. Students and technical
specialists collected on a voluntary and organ-
ized basis equipment donated by the popula-
tion and various organizations, and sent them
to schools in remote regions and settlements
of the country, where students and teachers
needed it.

Whilst remote learning may have been par-
tially effective for most levels of schooling,
preschool education institutions had less
options. During the pandemic there were no
centralized platforms, instructions, or training
for preschool educational institutions, which
are mainly community based. This affected
the continuity of preschool education during
the pandemic. Thus, strategies are needed to
ensure the resilience of preschool education,
especially given the importance of early child-
hood development.

Face-to-face learning remains, however, the
most effective teaching method, and digital
technologies will not be able to remedy for
the lack of teachers in rural areas. Currently,
the MoESCS continues operating all e-learning
platforms and implementing special programs
for rural schools. Nevertheless, online learning
is a poor substitute for face-to-face learning,
and the lack of teachers in rural areas will con-
tinue affecting the quality of teaching. Every
year 600-700 vacancies for teachers are not
filled, or are filled with considerable difficulty.

There is also a need to close the learning
gaps caused by the pandemic. To resolve the
learning losses caused by the pandemic, addi-
tional and complementary courses, as well as
increased school hours, could be considered for
a few terms.

Health

In response to the pandemic, the MoH adapted
purchasing arrangements to respond to rising
incidence of COVID-19 cases and the need to
mobilize surge capacity for case management
in the health system. Specifically, the scope of
services covered through contracts with pro-
viders was expanded to include COVID-19 tests,
case management, and telemedicine. Appro-
priate payment incentives were introduced to
mobilize intensive care beds at hospital level,
and new provider performance indicators were
introduced in the e-health system. Given the
vital role of strong health systems to detect
and manage COVID-19 cases, and ensure con-
tinuity of essential services through the pan-




< Back to table of contents

ARMENIA
Human Capital Review

demic, feasible reforms in health financing and
service delivery are even more urgent and sali-
ent (Chukwuma, 2020a).

The response also made use of digital health
services. Selected patient-centered models
of care were applied through video-observed
treatment, home care by family member mon-
itoring, and so on (WHO, 2020b). However, it
is likely that these measures were only partially
effective as they would exclude populations
that did not have stable internet access. In addi-
tion, the use of digital systems such as ArMed
e-health helped the response. The pandemic
forced the government to enhance its existing
tools and add more analytical functions to the
ArMed e-health system to support COVID-19
case management information, treatment out-
comes and COVID-19 vaccination activities.

The response was supported by the interna-
tional community. Many development part-
ners either reallocated their funds to support
the MoH, or allocated additional funding to
respond to the emerging needs for medical
equipment and supplies, including lung ven-
tilators, oxygen concentrators, portable x-ray
and ultrasound equipment, vehicles, test kits,
personal protective equipment (PPE), and so
on. The MoH also requested the WHO to send
emergency medical teams to assist local teams
with COVID management, and train medical
staff. Crucially, WHO supported the MoH with
clinical guideline development, staff training
and risk communication activities.

The COVID-19 pandemic led to significant
disruption in essential healthcare. World Bank
project data indicate that childhood vaccina-
tion rates fell by October 2020.** Hospital care
utilization also declined, from 14.7 admissions
per 100 population per year in 2019, to 13.3 in
2020 driven by the dual challenge of COVID-
19 and armed conflict. Ambulatory care/PHC
visits were also affected by the pandemic and
the armed conflict with Azerbaijan. More gen-
erally, a notable decline in the utilization rate
was observed in 2020 at 34 yearly visits per
capita compared with 4.1 in 2019, following
large increases because of previous reforms, to
levels last seen in 2006. The national screening
program was affected, leading to a decrease in

the number of tests performed in 2020 com-
pared to the pre-COVID era. This was found
specifically for diabetes and cervical cancer
early detection, where rates declined by 43 and
59 percent, respectively, in parallel with falls in
antenatal care utilization (GoA, 2021b & 2018).

As a result of disruptions in all essential ser-
vices, child mortality in Armenia could increase
by 24 percent and maternal mortality by 39
percent over the next year. According to mod-
eling estimates using the Lives Saved Tool,
the high service disruptions in Armenia have
the potential to leave 48,100 children without
oral antibiotics for pneumonia, 50,700 chil-
dren without DPT vaccinations, 10,100 women
without access to facility-based deliveries, and
88,700 fewer women receiving family planning
services. Maintaining essential health services
during the pandemic is critical to prevent these
severe outcomes and protect the gains made
over past years.

Following the first wave of COVID-19, the
government adjusted health systems and was
better able to manage the subsequent waves.
Despite significantly higher rates of infec-
tion during the second wave of the pandemic,
Armenia was better prepared and organized in
responding to it. Due to unprecedented efforts
to adjust health systems during the first wave,
Armenia was able to expand its health system
capacity in a way that enabled care for more
patients. During the second and third waves of
the pandemic, the country’s health system was
able to respond appropriately without risking
collapse and interruption of health services
based on its experience managing the first
and second waves, making the response more
robust.

Social protection

The impact of COVID-19 on the economy far
exceeded that of the 2008-09 global financial
crisis. Economic and mobility restrictions led to
a shuttering in activity in service, transport and
other industries, coupled with reduced demand
domestically from consumers, investors and
tourists (UN Women, 2021). These translated

> The Ministry of Health and the World Bank. Disease Control and Prevention Program. Data on the project performance are provid-

ed by the Health Project Implementation Unit through the ArMed system
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into reduced participation in the labor market,
which declined from 60 percent to just over
55 percent between 2019 and 2020 (World
Bank, 2022e). ILO estimated that just over 10
percent of working hours were lost across ECA
in early 2020 with relative poverty rates for
informal workers in the WHO European Region
rising by 50 percent, from 34 percent before
the crisis (UN, 2021). In addition to shocks to
incomes, the pandemic's impact in Armenia
may also have widened gender disparities in
terms of economic opportunities, agenthood
for women and endowments leading to higher
rates of informal and unpaid family work and
risks for gender-based violence (World Bank,
2022f).

The government rapidly deployed social pro-
tection programs to help cushion the impact
of income losses due to COVID-19 related
restrictions. Quickly after the start of the
pandemic, over 24 targeted programs were
designed anew whilst the FLSEB was also uti-
lized. Between 2020 and 2021, the govern-
ment prepared a response plan equivalent to
more than 2 percent of GDP to be allocated to
social assistance, business support and eco-
nomic recovery programs, a moderate amount
compared to Georgia (4.7 percent) (World Bank,
2022g).

Despite planning forafast response, the actual
allocation of the support package was much
lower than planned, limiting its impact. Only
0.8 percent of GDP was allocated between
2020 and 2021 (World Bank, 2022g). Benefits
included a range of lumpsum social assistance
payments, utility bill subsidies and a wage sub-
sidy program for employers. A reason for this
was that response programs were developed
rapidly, with policy makers seeking to ensure
specific population groups were covered. This
led to widely varying benefit levels, outreach,
and application requirements. A UNICEF and
World Bank phone survey found that, as of
May 2021, only 39 percent of respondents had
received any support from the government
since the start of the pandemic; about 3 per-
centage points less people received support
in rural areas than in urban areas (UNICEF &
World Bank, 2021).

Response programs failed to cover many
working informally, and lack of integration
between beneficiary registries also affected
the response. A major challenge of social pro-
tection programs in responding to COVID-
19 was supporting those working informally;
often not participating in formal social security
schemes and often not registered in social reg-
istries that did not include sufficient coverage
of poor, vulnerable and aspiring middle-class
segments of the population before the pan-
demic: five programs designed to support
poor and vulnerable populations were unable
to reach many of the informally employed, or
excluded households if they did not have chil-
dren. Other issues identified included lack of
interoperability between beneficiary opera-
tions management systems under different
line ministries, leading to incomplete listing of
potential beneficiaries.

Opportunities to leverage on existing deliv-
ery systems were missed. The crisis affected
households well beyond poor and vulnera-
ble ones, and attempts were made to reach a
broad share of the population, including those
without prior access to social protection. Some
programs utilized online registration systems,
though these were dependent on having prior
registration in the VAS. The FLSEB program
was, however, the only pre-existing program
that was amended in response to the pan-
demic; benefits were raised whilst additional
subsidies for utility bills were also provided.
The Quarterly Emergency Assistance Program
(QEA), that helps non-poor families in the VAS
prior to COVID-19, could have, for instance,
also enacted a rapid registration process to
assess additional vulnerable households not in
the VAS - but it was not drawn on (World Bank,
20220¢).

Priorto COVID-19, the social protection system
was not shock responsive, nor risk informed,
as governance structures and resources were
not adaptive enough to respond to a wide-
spread shock (World Bank & UNICEF, 2020).
The response to the pandemic was hampered
by the lack of flexibility of delivery systems and
adequate protocols to adapt social protection
programstoanew reality. Building moreresilient
and shock-responsive delivery systems would
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help better respond to future crises. This may
include better ensuring programs can adapt
to changing needs, with triggers and protocols
for entry and exit; improved interoperability of
beneficiary operations management systems,
linked to the VAS, development of rapid ben-
eficiary registration and assessment methods,
the re-introduction of a national unemploy-
ment benefit, insurance programs and flexible
ALMP linked to social protection programs.

Itisimportant to furtherinvestin the shock-re-
sponsiveness of the social protection system,
as shocks - including climate-related ones -
will continue affecting households. Armenia is
in one of the most seismically active regions in
the world and has, due to climate change, seen
an increase in extreme weather events in the
past decades. About half of the country is at
risk of flooding and mudslides whilst research
conducted between 2012-2015 showed that
80 percent of school buildings do not follow
building standards and codes, putting children
at high risk in earthquakes (UNICEF & World
Bank, 2020). Poor and vulnerable households
in rural areas, but also urban areas, are often
more exposed to such shocks as they may be
living in disaster-prone areas and often in low
quality housing. As such, ensuring social pro-
tection programs can protect against such
adverse impacts as well as idiosyncratic shocks,
allowing households to continue investing in
their assets' livelihoods and rapidly remedying
the effect of such shocks through direct sup-
port provided in cash or in-kind, is key to the
protection of their incomes and investments in
human capital.
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6. Main reform avenues

To overcome gaps in human capital, the human
development sectors will need more - but also
better - spending. Public education expendi-
ture has steadily increased in nominal terms
but, at 2.7 percent of GDP in 2020, remains
substantially lower than the EU average (4.7
percent) as well as the UMIC and ECA aver-
ages (both 3.9 percent). Similarly, while Arme-
nia's total spending on health - at 11 percent of
GDP - is high, the share of public health financ-
ing is among the lowest in the world, leaving
most of the spending burden to households
and affecting the ability of the poor and vul-
nerable to seek treatment. And while social
protection spending amounted to 6.9 percent
of GDP in 2019, 85 percent is allocated to pen-
sions, leaving little room for social assistance,
labor market programs or social care services.
Just spending more, however, will not be suffi-
cient to substantially improve outcomes: it will
also be important to spend better by improv-
ing efficiency and effectiveness. In the educa-
tion sector, for instance, while it will be essential
to invest to expand access to early childhood
education and improve teacher remunera-
tion, reforms will also be needed to improve
the quality of teaching across all levels, which
will require pursuing further curriculum and
teacher training/qualification reforms, and also
deepening monitoring and evaluation practices
to identify delivery challenges and support
lagging schools. In the health sector, revisiting
the basic benefits package could improve both
equity and effectiveness of spending by reduc-
ing the burden on households; but greater
effectiveness could also be achieved by reduc-
ing overutilization of hospitals to deliver care
and putting greater weight on primary care,
and to respond to aging, integrating health
and social care. For social protection, reorient-
ing resources towards protecting the most vul-
nerable and improving employability, revising,
and consolidating the multiple small programs
according to policy goals, and better defining

roles and responsibilities between central level
and municipal social workers would help to
improve delivery and achieve greater impacts.

Directing more resources to early years inter-
ventions and preventive measures could
deliverasubstantial efficiency boost. Reversing
ill health or remedying poor skills later in life is
more difficult, sometimes impossible, and cer-
tainly more costly. Accelerating investment in
quality early childhood development to address
malnutrition and early stimulation would help
all infants and children to remain on a positive
developmental path and is an investment with
high potential returns. In a world where the
health toll of NCDs is expanding, shifting more
resources into strengthening primary health-
care services and focusing on prevention and
early detection, rather than expensive in-hos-
pital care, could help to address mortality and
morbidity across all age groups. Addressing the
rising tide of NCDs would also help people to
stay healthier and work longer, and thus help to
sustain a larger workforce.

Boosting inclusion through greater focus
on the poor and vulnerable and on lagging
regions would bring better human capital for
all. Access to and quality of education remain
challenging for the poor, and in rural areas;
social protection fails to cover many poor
households, because of low coverage of tar-
geted social assistance and social insurance
schemes being strictly linked to employment.
And high out-of-pocket health expenditure
and catastrophic health spending are dispro-
portionally affecting the poor and vulnerable.
Reducing out-of-pocket health expenditure
by revisiting the basic health benefits package,
expanding social assistance coverage of the
poor, and adopting comprehensive approaches
to avoid poor children dropping out of sec-
ondary schools would go a long way towards
delivering greater human capital for all, and
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ensuring that people realize their full produc-
tive potential. Emphasis should not only be on
reaching poor individuals with better services,
however, but also on better support - both
financial and technical - for poor and remote
regions. Preschool services, for instance, are
far less prevalent in rural areas, partly because
they are financed out of local budgets so
poorer communities cannot provide better and
cheaper services.

Investing in cross-sectoral collaboration and
coordination will be essential for addressing
important multidimensional human capital
challenges. Critical human capital areas cut
across human development sectors; addressing
these challenges effectively will require strong
coordination mechanisms. For instance, coun-
tries that have successfully advanced on the
early childhood development agenda have also
invested massively in cross-sectoral coordina-
tion. Strengthening linkages between social
protection (in particular, social assistance and
social care services), health care and schools
could help to identify vulnerable children and
support them to acquire more and better
human capital. Similarly, stronger links between
social assistance and ALMPs would facilitate
the activation of social assistance beneficiaries.
In all three sectors there have been promising
efforts to address cross-sectoral issues, but
coordination could be improved further. For
example, while there are early childhood devel-
opment programs that span across sectors, the
country still lags in addressing child nutrition,
cognitive, social and emotional development
and it has also fallen short in providing a strong
legal framework for effective implementation.

Investing in staff delivering HD services and
capacity building will be key to provide better
quality services. Qualified and motivated staff
are essential for delivering quality services, but
poor working environments and low remuner-
ation currently reduce the attractiveness of
working in human development sectors and
lower performance. Strengthening the quality
and management of human resources will be
key to improving the quality-of-service deliv-
ery. All human development sectors need
better standards in terms of qualifications, pro-
motions, or performance assessments, as well

as competitive remuneration. Especially at the
sub-national level, gaps in human resources
for health service provision, inadequate capital
investment funding, and procurement chal-
lenges reduce the quality-of-service delivery
in the health sector. For education, contin-
ued efforts are needed to improve teacher
qualifications. In the social protection sector,
strengthening the integration and coordi-
nation between the USS and its territorial
offices would improve the effectiveness of
service delivery. Similarly, strengthening the
staff's ability to adopt a holistic, intersectoral
approach to case management would help
beneficiaries to overcome their vulnerabilities
and, at least for some, escape poverty.

Further adoption of digital technologies could
improve the effectiveness of service delivery.
COVID-19 helped to accelerate developments
in the use of data and digital technologies,
and the momentum should be kept alive. For
instance, for education, monitoring of student
learning progress and performance should be
deepened to identify vulnerable schools or stu-
dents and overcome equity gaps in learning.
The e-health system could be further devel-
oped to manage referrals and improve public
health monitoring, as well as boost prevention
through communication aimed at changing
behaviors. For social protection, robust inter-
operability between different information
systems - coupled with proper staff training
- could ease the delivery and monitoring of
program implementation. Consolidating some
steps along the social protection delivery chain,
including identification, eligibility determina-
tion and payments could also deliver major
efficiency gains and help to reach the popula-
tion in need, including during shocks and crises.

Strengthening human development systems
based on the experience of the COVID-19
response would improve resilience to future
crises and shocks, including climate-related
ones. Preparing for crises and shocks, includ-
ing economic, social, and climate-related ones,
is essential for effective response, and valuable
lessons from the COVID-19 response should
be mainstreamed into delivery systems. In the
social protection system, significant barriers
arose to providing swift and effective support
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because of challenges in identifying the target
population due to outdated information tech-
nology (IT) infrastructure and lack of intercon-
nectivity between information systems within
the Ministry of Labor and Social Affairs and
other line ministries. In the health sector, infor-
mation systems to exchange data between
health agencies already existed but were
enhanced to facilitate new applications such as
remote monitoring of patients when in-person
visits were not possible. Similarly, for the edu-

cation sector modalities for distance learning
were built upon existing platforms, although
perhaps the most important lesson is the need
to maintain face-to-face learning if possible,
and to help vulnerable students recover from
the learning losses they incurred.

Sector-specific recommendations

EDUCATION

Quality and inclusion Short term

Education quality and learning
outcomes

Low enrollment and disparity in
enrollment opportunities

Inclusive education for students in
vulnerable households

Qualification and motivation of
service providers/teachers

Improving IT and e-learning literacy
of teachers and students and
enhancing IT and digital learning
tools

Spending and efficiency

Improving financing mechanisms

Medium/long term

Development and implementation of
curricula and standards to bring students
into compliance with the requirements of the
higher levels of the educational system and
labor market.

Eliminating learning losses caused by the
pandemic with additional complementary
courses and increased school hours.

Improving and promoting information,
mechanisms and tools aimed at orientation
of students and graduates of lower-
secondary school graduates to help them
decide their additional educational goals.

Redesigning social interventions - including
conditional transfers - to help poor students
to continue their education at all levels.

Updating teacher training and reforming
pre-service/in-service training.

Increasing remuneration of teachers and
establishing linkages between the salaries
and their professional development.

Improving e-learning tools to ensure
accessibility and resilience of education for
all, especially for those in remote and rural
areas.

Continuous review (and revision) of the legal
framework and sectoral and sub-sectoral
synergic reforms (when needed).

Ensuring synergies and harmonization of
standards in secondary, vocational, and
higher education.

Reducing learning poverty (especially among
regions and income groups) by increasing
access to e-learning.

Linking and harmonizing the upcoming
reforms in upper secondary education with
the anticipated reforms in VET to enhance
opportunities to continue secondary
education in VET in the regions.

Making the university admission system
more inclusive.

Modernizing and reforming pedagogical
universities to attract students with a
prominent level of knowledge and prepare
high-quality teachers.

Continuing using and improvement of
digital and e-learning platforms and tools as
complementary sources and learning tools
to support the improvement of education
quality.

Using Education Management Information
System (EMIS) data to support evidence-
based decision making on quality, access,
infrastructure, leadership, collaboration,
and continuing professional development,
pedagogy, and assessment.

Short term

| Medium/long term

Development of alternative cost-effective
models for financing preschools.

Implementing new models for VET
institution management based on public-
private partnership to increase the system’s
overall efficiency and effectiveness.

Crisis preparedness Short term

Improving the resilience and
preparedness of the education
system

| Medium/long term

Improving e-learning tools to ensure
accessibility and resilience of education for
all, especially for those in remote and rural
areas.

Increasing the resilience to earthquakes of
existing schools as part of a larger disaster
preparedness plan.
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Boosting primary care, public health
services, and integrated health and
social care

Human resource management

Inclusion

Ensuring the provision of adequate
health services across the country’s
territory and socioeconomic groups

Spending and efficiency

Establishing a single, strategic
purchaser

Enacting a robust health strategy

Reorienting the healthcare system
towards primary care

HEALTH

Short term

Medium/long term

Establishing legal and regulatory steps,
quality indicators, monitoring procedures,
mechanisms for stakeholder engagement
and accountability, and procedures for
introducing bonuses or penalties to improve
performance of PHC and maternal care.

Investing in rural PHC infrastructure, human
resources for health, equipment, and
supplies.

Motivating and incentivizing health
personnel to practice in rural areas to
eliminate spatial inequities in access to and
quality of health care.

Reintroducing and implementing health
worker licensing to strengthen quality
assurance.

Scaling up the quality of the PHC model
and implementing it nationwide to shift the
inefficient hospital-based system towards
ambulatory care, and disease prevention
rather than treatment.

Implementing community-based integrated
care that links health and social services to
address the overlapping needs of an aging
population.

Introducing healthy lifestyle centers, a
community-based model that promotes a
whole-of-society approach to motivating
lifestyle changes via health education,
incentivizing physical activity and better
diets, and supporting the navigation of
related socioeconomic challenges.

Improving interagency coordination and
collaborative efforts to enforce tobacco law
in practice and increase taxes on unhealthy
products, including alcohol, tobacco, and
sugar-sweetened beverages.

Decreasing the inequities in service provision
and increasing personnel availability in
regions/marzes and rural areas specifically,
including via strengthening benefits and
revising salaries.

Short term

Medium/long term

Redesigning the Basic Benefit Package
(BBP) within the existing health budget
to yield short-term improvements (ensure
allocative efficiency) informed by assessing

the burden of disease, the budgetary impact

of guaranteeing access to state-funded
services, and the relative cost-effectiveness
of alternative services.

Systematically reviewing low reimbursement

prices for publicly funded services, to
improve financial risk protection and access
to care.

Increasing public allocations to health in the
long term to redesign the BBP and improve
financial protection.

Incorporating the HTA as a model for pricing
and designing of services and medicines.

Short term

Medium/long term

Deciding on the reform path, including the
creation of a new independent purchasing

agency to pool financial resources; exercising

stronger negotiating power with providers;

and strengthening PFM arrangements in the

health sector through improved planning,

budgeting, and external financial control and

oversight.

Identifying service delivery priorities,
including access, quality, and efficiency, in a
government-approved health strategy as a
first step toward addressing constraints to
service delivery.

Ensuring adequate equipment and staffing
for service provision, improved gatekeeping,
and referral mechanisms to regulate

access to other providers, and financing
arrangements that incentivize these
mechanisms.

Developing a health system national master
plan that offers a roadmap for service
delivery expansion, centered on primary
care, with linkages to social services, and
reflecting projected health needs.
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Improving the strategic purchasing
functions of the health system

Improving efficiency by enhancing
monitoring, connectivity, and
digitalization

Crisis preparedness

Improving the resilience and
preparedness of the health system

Building capacity for strategic purchasing,
including a potential twinning arrangement
with a Social Health Insurance Fund

that is further advanced in financial
management, data-driven decision making,
health technology assessments, selective
contracting, and payment innovation.

Boosting e-health system and adding

more analytic functions (models) for case
management, information exchange,
disease incidence/prevalence, treatment
outcomes, and other activities, and ensuring
interoperability with key databases including
for the disease burden and financial
management.

Boosting the establishment and use of
online information platforms for webinars
and training, making the newest guidelines
on case management available to medical
personnel.

Introducing selective contracting of
providers to improve the quality of health
care and financial discipline.

Further strengthening the fund to exercise
stronger negotiating power with providers,
contributing to strengthening PFM
arrangements in the health sector through
improved planning, budgeting, and external
financial control and oversight.

Establishing coordination among key actors,
transparent decision rights, and the use

of health information systems to support
decision-making and provider payment
mechanisms.

Enhancing the country's digital tools

for improved monitoring through data
collection, disease surveillance, and
management of beneficiary records.

Improving data sharing practices in

the health sector and using data more
systematically to monitor the quality of care,
regulate drug prescribing behavior, refine
contract design, and inform revisions to the
benefits package.

Short term

Medium/long term

Expanding the scope of existing
preparedness plans and appropriate legal
and policy framework to cover additional
threats.

Enhancing existing digital tools (e-health,
virtual platforms and telemedicine) to assure
uninterrupted health service provision not
only during but also outside the COVID-19
pandemic to cover other threats.

Establishing necessary infrastructure and
training adequate human resources to deal
with future crises.

Creating additional emergency funding
mechanisms to respond to biological
incidents, as well as to cover motivational
mechanisms (incentives) for health personnel
for service provision during work overload.

SOCIAL PROTECTION AND JOBS

Quality Short term

Promoting and strengthening
Unified Social Services (USS)

Inclusion

Medium/long term

Continuing developing the USS centers

to provide better access to the social
services, ensuring the population is aware of
programs they are eligible for.

Improving the management, remuneration
and capacity of human resources
implementing integrated social service
delivery through the USS - strengthening
the link and collaboration between
community (municipal) social workers

and USS social workers - whilst fostering
accessibility and referral to other services.
Improving conditions and motivation of
service delivery personnel.

Continuing to develop the Unified
Information System in line with labor market,
pension and social assistance reforms/
programs.

Continuing to strengthen the institutional
capacities of the USS while implementing
social case management.

Strengthening administrative systems to
improve oversight, monitoring and reduce
fraud and corruption.

Short term

Medium/long term

Protecting vulnerable groups across Continuing to implement performance-

regions

based budgeting to adjust programming,
with attention toward effective coverage
and adequacy of social protection programs
for vulnerable groups in the population
across regions and welfare levels.
Establishing linkages to health and
education services to help bridge inequities
in access and outcomes.

Expanding Family Living Standards
Enhancement Benefits (FLSEB) among poor
households and adjusting the vulnerability
assessment methodology to improve the
incidence of spending on the poorest
households.

Developing access and pathways for
informal workers to contribute to and benefit
from social security schemes.

Monitoring FLSEB to adjust coverage and
support beneficiaries with complementary
social services.
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Spending and efficiency

Promoting jobs and skills
development

Crisis preparedness

Building shock responsiveness into
regular social protection planning
and delivery systems

Short term

Medium/long term

Funding of well-designed and enhanced
Active Labor Market Programs (ALMP)

and unemployment insurance to support
labor productivity and jobs, and promote
employment of youth not in employment,
education nor training (NEET), non-working
women, and able-bodied social assistance
beneficiaries.

Amending labor and employment legislation
to promote equal access to jobs and
protection of labor rights for different
groups.

Ensuring ALMPs are designed and re-
designed to support target groups and
objectives aligned with the Employment
Strategy and changing local labor market
conditions.

ALMP scope and funding determined
flexibly and re-assessed regularly based
on regional needs and performance, and
incorporated into the MTEF.

Short term

Medium/long term

Including lessons learned from COVID-19
response in the next social protection
strategy toward a robust shock-responsive
social protection system.

With full coverage of a unified information
system, improving the responsiveness of
social protection programs responding to
both economic and climate-related shocks.
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