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AHHOTanmusl. B cTarke paccMOTpeHBI IMHAMUYECKHE HW3MCHEHHUS JOXOIOB M PAcXOIOB HaceleHUs PecmyOnukn
ApMEHHS C yYeTOM TCHCHIIUH CABUTOB HEPABCHCTBA MEXKAY PA3IMYHBIMH CIOSMU o0miecTBa. COmIacHO MOTYYEHHBIM
pe3yibTaraM, B CTPYKTYpEe OOXONOB W MOTPEONCHHS HACENeHHS 3a PAacCMaTPUBAEMBIA IMEPHO[ IIPOU3OIDIN KaK
KOJIMYECTBEHHBIC, TaK M KAa4eCTBEHHBIC M3MEHECHHs. [EHIEHIMH IOJTOCPOYHBIX M3MEHEHHU JOXOHOB HaceneHus PA
MTOKA3BIBAIOT, YTO WX JBIKEHHE OBUIO CBS3aHO C TPACKTOPHEH IMKIMYECKOTO Pa3BUTH YKOHOMHKH, B YaCTHOCTH, C
xonebanmsivu BBII. PesynbsraTel ncciueqoBaHus MOKA3hIBAIOT, YTO 3a MOCICTHHIE BA ACCATIUIETHS KaK IO JOXOAaM, TaK
U TI0 TMOTPEOICHUIO MPOU3ONLIO0 3HAYUTEIFHOE COMMKEHNE YPOBHEH MEXIY TPYIIIaMH, MPEICTARISIOIINMI HIDKHUE U
BEpXHHUE JEIMIM HACEIeHHs, Ojarogapsi 4eMy YpOBEHb MOJISIpHU3alMy OOIECTBa COKPATHIOCh. B Xoje mccienoBaHus
TaK)Ke BBISBICHO, YTO HW)KHSS M CPEIHSSI TPYIIBI ICIIIBHBIX TPYII HACEICHHUS BOCIONHSIN AC(HUIUT CPEICTB,
CBSI3aHHBIN C MX IOTPEOJCHUEM, 3a CYCT KPEAUTOB- MPEHMYIIECTBEHHO 3a CUET MPHUBIICUCHHS KPEAUTHBIX CPEICTB
0aHKOBCKHX y4YpexkaeHul. Ele ouH W3 HaMEUCHBIX PEe3yNIbTaTOB, IMOMyYCHHBIX B PE3YJIbTaTe MCCICIOBAHUS, KacaeTcs
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¢dopmupoBaHus Oonee COANTAHCMPOBAHHOW CTPYKTYpHI IOTPEONEHHS B IPyIIaX HACENECHUS C HU3KMMH M CPEIHUMHU
noxonamu. COOTBETCTBEHHO, 3a 3TOT HEPHOJ BeC MOTPeONeHHs MPOLYKTOB NMUTAHUS B yKa3aHHbBIX IPYIIAX JOXOIOB

CHU3WIJICA, a BEC YCIIYT YBCIIUYUJICA.

KuarwueBbie ciioBa: JA0X04bl, pacxoibl, l'IOTpe6J'IeHI/Ie, HEPABCHCTBO, 3apa60THas{ Ijara, J0Xoabl OT CaMO3aHATOCTH,

TpaHc(hepThl, IEHCUH, MOCOOHS, 0JIar0COCTOSTHHUE

INTRODUCTION

Population wellfare, incomes and consumption,
which generate the before -mentioned and it’s trends
are relevant for any society. This circumstance is an
important issue especially for countries with
emerging markets, one of which is the Republic of
Armenia. Immediately after the collapse of the
Soviet Union, the radical-liberal reforms carried out
in the 1990s, which were accompanied by the
aggressive privatization of state property, the rapid
liberalization of prices and the devaluation and
pulverization of previously accumulated material
and financial assets, led to mass unemployment and
the emigration of a significant part of the
population. As a result of all this, there has been an
extreme polarization of the population according to
property, income and well-being and an increase in
poverty.

Nevertheless, since the 2000s, the positive
changes made in the RA economy, which were
manifested by the stable and lasting dynamics of
economic growth and a certain increase in
investment activity. This was also reflected in the
tangible increase in the incomes and consumption of
the population and the reduction of income and
property inequality in the society. Thus, in 2003 the
overall poverty level in the country had already
decreased and was 32 percent compared to 56.7
percent in 1996, the level of extreme poverty
dropped from 27.7 percent to 5.5 percent during that
period, the Gini coefficient according to income
decreased from 0.6 to 0.44 and according to
consumption, it decreased from 0.4 to 0.33 [1, p.
19].

In this research, the dynamic changes in the
incomes, expenses and consumption volumes of the
RA population, the quantitative and qualitative
parameters of the structure were studied in the
period 2000-2022, observations of the obtained
results were made, taking into account the long-term
effects of factors of inclusiveness and stability of
economic growth.

METHODOLOGY

This analysis of the population's incomes and
consumption expenditures was carried out in the
basis of «Social Snapshot and Poverty in Armeniay
statistical reports 2003-2023 conducted by the RA
Statistical Committee and in the scope of the
research the data included in those reports was
combined to reflect the dynamics and main trends
of income and consumption of the population [9].
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The report is based on sociological surveys carried
out by the Statistical Committee of the Republic of
Armenia within the framework of the “Integrated
Living Conditions Survey”(ILCS) [9, pp. 11-18],
which implies a certain time lag and the latest 2023
report includes statistical data from the surveys
regarded to 2022 and that’s why analysis is
restricted by 2022 data. However, taking into
account the comprehensiveness of the analysis and
the nature aimed at revealing long-term trends,
within the framework of the analysis, the approach
of grouping the time series according to the cycles
of the economy, on a 4-5-year basis, was used, and
the main long-term trends and patterns witnessed in
the RA economy were studied.

LITERATURE REVIEW

In the economic literature, the analysis of the
dynamics and trends of the population's incomes
and consumer spending are closely related to other
macroeconomic fundamentals, particularly the
studies of economic growth, consumption, savings
and living standards. It is traditionally accepted that
fluctuations in the level of household income do not
particularly affect the overall level of consumption,
because in a crisis situation, households cover their
income deficit at the expense of savings made in
previous periods, and in the best period, they simply

save the surplus of income. The so-called
"permanent income" hypothesis put forward by
representatives of the Keynesian paradigm

(Modigliani, Brumberg, 1954) [6, pp. 338-436] and
the theoretical schools of monetarism, (Fridman,
1957) [5], was viable for a long time and did not
seem to face serious objections. However, after the
1980s and 1990s, the situation changed significantly
both globally and at the level of many national
economies. Especially the realities formed after the
global financial and economic crisis of 2007-2008
led many researchers to the idea that the claim of so-
called "absolute" or "stable" income at different
stages of development is not valid. Against this
background, a number of theorists, in particular, Ji
[7, pp. 97-114] and Hassan [8, p. 6411], opposed
against the "relative income" hypothesis put forward
earlier, according to their research households in
low-income groups increase their savings and also
attract credit funds in order to increase their income
levels. Especially in countries with emerging
markets, those studying the issues have noticed that
the movement of incomes and consumption
expenditures of the population has been cyclically



comparable to the recorded economic growth
indicators. On the other hand, the status differences
of different layers and groups of the population
(belonging to different decile groups), according to
those authors, lead to new forms of consumption, a
new structure and new property proportions. This
may apply, for example, to common everyday
products (food, medicine, etc.) [3, pp. 14-29], or to
the so-called "Veblen" goods or services, one of
which is access to high-quality educational services
by families in upper income groups [4, pp. 83-117].

In general, theorists today draw attention to the
fact that the most important phenomenon in the
recent period is not the reduction of income
inequality, but the reduction of consumption
inequality. This viewpoint is developed by Marcel
Boyer, a professor at the University of Montreal,
emphasizing in this regard the importance of
redistributing the total income created in society
through tax and transfer policies in particular [2, p.
18].
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ANALYSIS

Our observations and analysis show that the per
capita incomes and consumer expenses of RA
households have increased significantly compared
to the beginning of the century. Thus, during 2005-
2022, incomes of the population increased by 9% on
average per year, consumer spending by 6%, or
compared to 2005, incomes increased by 4 times in
2022, consumer spending by 2.5 times (see Chart 1).
It is noteworthy that in the pre-crisis phase, 2005-
2007, the average rates of growth of both incomes
and consumer spending were comparable to double-
digit economic growth trends. During the crisis
phase, the economic decline of around 14.1% in
2009 led to decrease in consumer spending and
income growth rates. The post-crisis phase is
characterized by relatively lower growth rates. In
2018-2022, a more modest growth of 4.7% and
3.5% on average was recorded for incomes and
consumer spending, respectively (see chart 1).
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Chart 1: Trends in household (per capita) consumer average spending, income growth rates, and real economic growth
in 2005-2022.
The chart was made by the author, based on the author's calculations, on the basis of dataset included in the «Social
Snapshot and Poverty in Armeniay statistical reports 2003-2023 conducted by the RA Statistical Committee [9].

As for the ratio of consumption and income of
the population, it has continuously decreased since
the beginning of the 2000s. This phenomenon can
be conditioned by the development of solid and
stable financial market and the dynamics of the
banking deposits/GDP ratio, among the indicators of
financial depth. Naturally, in the conditions of the
increase of confidence in the financial system, as
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well as the introduction of reliable tools for
attracting savings, households have directed a
certain part of their income to savings, which
becomes more obvious by comparing the actual
data. In 2004, the bank deposits/GDP ratio was
12.1%, and the average household consumed even
more than its income, at 114% (see Chart 2).
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Chart 2. Trends in household (per capita) consumption/income and bank deposits/GDP ratios in 2003-2022.
The chart was made by the author, based on the author's calculations, on the basis of dataset included in the «Social
Snapshot and Poverty in Armenia» statistical reports 2003-2023 conducted by the RA Statistical Committee, as well as
Central Bank's database. [9; 11].

However, the above mentioned indicators
showed a reverse behavior in the considered period
and as of 2022, the ratio of bank deposits/GDP is
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quite high, 60.3%, corresponding to the level of
69% of the ratio of consumption and income (see
chart 2).

94.3% 96.4%

2013-2017 2018-2022

m Monetary income

Chart 3. Structure of household incomes (per capita) in 2003-2022.
The chart was made by the author, based on the author's calculations, on the basis of dataset included in the «Social
Snapshot and Poverty in Armeniay statistical reports 2003-2023 conducted by the RA Statistical Committee [9].

Our analysis of the structure of household
incomes also documents that they are formed mostly
from monetary sources, while the weight of non-
monetary incomes has continuously decreased,
compared to 15.1% in 2003 of increasing to 3.6% in
2022 (see chart 3). Accordingly, in the structure of
monetary incomes of the RA population, wages
have the largest share: in 2018-2022, on average, it
made up 48.9% of total incomes, followed by state

Table 1: The disaggregated structure of household incomes (per capita) 2003-2022

pensions - 16%, income from self-employment -
12.7%, transfers - 8.7% % (from relatives living
outside Armenia - 7%, from relatives living in RA -
1.7%), incomes from the sale of agricultural
products - 8%, and passive incomes, which are
formed from property (rent payments, interest
payments, dividends) have a fairly modest share
0.2% (see chart 3).

2003-2007 2008-2012 | 2013-2017 | 2018-2022
Monetary income 86.1% 91.9% 94.3% 96.4%
Hired employment 42.0% 49.1% 50.6% 48.9%
Self-employment 9.6% 6.6% 8.8% 12.7%
Sale of agricultural products and livestock 8.6% 5.0% 5.2% 8.0%
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Income on prqperty (rental income, interest 0.2% 0.2% 03% 0.2%

payments, dividends)

Public pensions and benefits 11.2% 17.3% 16.2% 16.0%

Transfers 10.1% 10.1% 9.6% 8.7%
From relatives residing in Armenia 1.7% 1.3% 1.0% 1.7%
irgi Irlieellatlves residing outside of 8.3% R.7% 2.6% 7 0%

Other income 4.3% 3.6% 3.7% 1.7%

Non-monetary income 13.9% 8.1% 5.7% 3.6%

Consumption of own food production food 12.5% 7.2% 5.1% 3.3%
Non-food products and services received 1.5% 0.9% 0.6% 03%
free of charge

Total gross income 100% 100% 100% 100%

The chart was made by the author, based on the author's calculations, on the basis of dataset included in the «Social
Snapshot and Poverty in Armenia» statistical reports 2003-2023 conducted by the RA Statistical Committee and IMF
WEO database [9; 12]

As for the dynamic changes in the income
structure, it is obvious that the development of the
economy was accompanied by an increase in the
shares of income generated by economic activity:
wages and self-employment, by 6.9% and 3.1%
compared to the beginning of the century, and as for
the auxiliary financial flows: transfers and other
incomes, decrease in shares by 1.4% and 2.5%,
respectively (see table 1).

As mentioned, households spend about 69% of
their income on consumption, the majority of which
in 2018-2022 on average they make up 42.9% of
food, and other food products: tobacco 3.7%,
alcoholic beverages 0.5% (see chart 4). In this
context, it is interesting to pay attention to the
changes in the structure of consumer spending.

Along with the development of the economy, that is,
the growth of GDP per capita, the structure of
consumption has been transformed, forming a more
balanced framework. In particular, if at the
beginning of the century, about 55.8% of the
consumption structure was spent on food, and
24.8% on services, then in 2018-2022, the share of
food decreased by 12.9% compared to the above-
mentioned stage, in contrary, services increased by
6.5% to 31.3%, which in turn is made up of 14.8%
residential-communal, 5.3% healthcare and 2.7%
education expenses, etc. Worrying here is the
continued decline in the share of education and
health spending, from an average of 4.1% and 6% in
2004-2007, respectively, to 2.7% and 5.3% in 2018-
2022 (see chart 4).
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Chart 4: The structure of consumer spending of households (per capita) in 2004-2022.
The chart was made by the author, based on the author's calculations, on the basis of dataset included in the «Social
Snapshot and Poverty in Armeniay statistical reports 2003-2023 conducted by the RA Statistical Committee [9].
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Our studies show that the impact of economic
development on the changes in the structure of
consumption spending of RA households is more
prominent in the case of the analysis of consumption
according to income deciles. Accordingly, the
structure of consumption of households included in
the upper income groups (X) of the population is
almost stable, services are the main component in
the structure of consumption: 41% on average as of
2018-2022, followed by food consumption of 34%
and non-food consumption of 22% and here, in the
lower and middle income groups, parallel to the
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economic development, the above-mentioned
tendency to form a more balanced structure of
consumption is noticeable. If at the beginning of the
century, the weight of food in the consumption
structure of the lower (I-IV) and middle income (V-
IX) groups was 71% and 60%, respectively, and
services 15% and 21%, then in 2018-2022 the
weight of food consumption decreased, making up
51% and 47%, respectively, while the weight of
services increased, making up 26% and 47%,
respectively (see chart 5).
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Chart 5. The structure of consumer spending of households (per capita) by deciles in 2004-2022.
The chart was made by the author, based on the author's calculations, on the basis of dataset included in the «Social
Snapshot and Poverty in Armeniay statistical reports 2003-2023 conducted by the RA Statistical Committee [9].

In parallel, in the aforementioned income
groups, spending on non-food products also
increased, in particular, in the lower and middle
income groups by 9% and 8%, respectively, making
an average of 18% and 21% in consumer spending
in 2018-2022 (see chart 5).

Using the well-known tools for the
differentiation and correlation of the incomes of the
population, in particular the Palma coefficient, it can
be concluded that in the Republic of Armenia, for a
more or less long period of time, large fluctuations
in the incomes of the groups at the extreme poles of
the population are observed, while the movement of
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the share of the incomes of the groups in the middle
deciles of the population shows relative stability.
Thus, the conventional grouping of incomes
according to the semantics of the Palma coefficient
according to the lower: [-IV, middle: V-IX, and
upper: X income groups, confirms the theoritical
assumption of this coefficient, that is, in the long
run, the share of middle income groups in the total
income is relatively stable than of lower and upper
income groups (see chart 6). It is obvious from
Chart 6 that the share of the average income group
of the RA population during the considered period is
relatively stable and was around 50-55%.



Chart 6. Trends in the income structure of RA households in 2003-2022.
The chart was made by the author, based on the author's calculations, on the basis of dataset included in the «Social
Snapshot and Poverty in Armeniay statistical reports 2003-2023 conducted by the RA Statistical Committee [9].

As for the lower and upper income groups, one
can notice the shifts leading to convergence in the
economy from the point of view of inequality, in
particular, the share of the lower income groups in
the total income has increased from 12.8% in 2003
to 17.9% in 2022, and that of the upper income
group decreased from 37.5% in 2003 to 27.2% in
2022 (see chart 6).
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One of the main factors determining the above
pattern is the difference in growth rates according to
incomes in the lower income groups grow faster on
average by 4% points compared to the upper income
groups. It can also be noted here that the tendency of
the decrease in the growth rate of incomes in the
general economy is present in the case of almost all
income groups (see chart 7).
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Chart 7. The average growth rate of household incomes by decile groups in 2003-2022.
The chart was made by the author, based on the author's calculations, on the basis of dataset included in the «Social
Snapshot and Poverty in Armeniay statistical reports 2003-2023 conducted by the RA Statistical Committee [9].

If we go deeper to the dynamic changes in the
structure of household incomes, it can be noted that
in almost all income groups, the overwhelming
majority in income structure is remuneration for
work. Of course, in the case of households included
in the lower income groups, the weight of labor
remuneration has continuously increased in 2018-
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2022, making an average of 51%, but the share of
pensions, benefits and scholarships has remained
stable at an average of around 30%, which is
important for households terms of the government
contribution to the transition from lower to higher
income groups (see figure 8).
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Chart 8. The dynamics of household income structure by decile groups in 2003-2022.
The chart was made by the author, based on the author's calculations, on the basis of dataset included in the «Social
Snapshot and Poverty in Armeniay statistical reports 2003-2023 conducted by the RA Statistical Committee [9].

In this regard, problematic elements can be
observed in the income structure of upper income
groups, in particular, the share of pensions,
allowances and scholarships in income has
continuously increased, by about 3% compared to
the beginning of the century, making an average of
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7% in 2018-2022. The phenomenon is problematic
from the point of view of the targeting of the above-
mentioned social instruments, and this pattern
provides certain impulses to policymakers for the
revision of these instruments (see Chart 8).
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Chart 9. 20% most prosperous and 20% most disadvantaged population income and spending relation ratio dynamics
in 2003-2022.
The chart was made by the author, based on the author's calculations, on the basis of dataset included in the «Social
Snapshot and Poverty in Armeniay statistical reports 2003-2023 conducted by the RA Statistical Committee [9].
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It is noteworthy that by comparing the data of
the beginning of the century and 2022, the level of
disproportion of the ratio of both monetary incomes
and consumer expenses has somewhat decreased:
the ratio of incomes from 10.6 times to 7.1, the ratio
of consumer expenses from 5.8 to 4.8. However,
when we look at the dynamic trends, only the
income inequality shows a decreasing trend, while
the consumption expenditure inequality trend is
almost stable (see chart 9).

CONCLUSION

All things considered, it follows from the
observations carried out in the article that over the
last two decades, the ratio between the consumption
and income of the RA population has continuously
decreased, which is due to the development of the
financial market, particularly the dynamics of the
bank deposits/GDP ratio, which is an indicator of
financial depth, which has steadily increased. In the
conditions of increasing confidence in the financial
system, households allocated a certain part of their
income to savings. The other conclusion from the
analysis is that in the considered period, in the
structure of the population's incomes, monetary
incomes grew faster than non-monetary incomes,
and incomes from wages and self-employment had a
progressive increase among them. As for the long-
term changes in the structure of consumption, the
significant changes in this regard refer to the
decrease in the share of food in the overall structure
of consumption, in contrary, to the significant
increase in the share of services. Another observed
result is the continuous reduction of the share of
education and healthcare in the structure of
consumption.

According to the results obtained within the
framework of the research, during the considered
period, the movements leading to the convergence
of the lowest and highest income groups of the
population were evident, in particular, the share of
the lower income groups in the total income
increased, while that of the upper income group
decreased. The main factor behind this pattern is
that during that period incomes in the lower income
groups grew faster than those in the upper income
groups.
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