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Introduction

Armenia, a country at the crossroads of Europe and Asia, has steadily emerged as a
uniqgue and dynamic destination for entrepreneurs and investors. Despite its modest
size and complex history, Armenia offers a rich tapestry of opportunities for those
seeking to establish and grow a business. Its strategic location, educated workforce,
and growing openness to international commerce have contributed to an increasingly
attractive environment for prospective entrepreneurs. Yet, as with any new market,
understanding the specifics of the Armenian business landscape is essential to
success.

'‘Doing Business in Armenia: A Comprehensive Guide For Prospective Entrepreneurs' is
designed to serve as your definitive manual for navigating the nuances of Armenia's
economic, legal, and cultural environment. Unlike generic business guides, this book is
rooted firmly in the realities of Armenia, offering detailed, practical information
tailored specifically to this country. Whether you are an experienced businessperson
looking to expand into new territories or a first-time entrepreneur with ambitions in
Armenia, this guide provides the actionable insights and local knowledge needed to
make informed decisions.

The Armenian economy, shaped by regional dynamics and global influences, presents
both unique challenges and exciting prospects. Over recent decades, Armenia has
implemented significant reforms to improve its business climate, attracting
investments in key sectors such as technology, agribusiness, tourism, and
manufacturing. The government continues to prioritize innovation, simplification of
procedures, and international cooperation in order to foster entrepreneurship and
economic development.

Within these pages, you will find in-depth explanations of Armenia’s legal and
regulatory framework, a step-by-step breakdown of registration and compliance
processes, and an overview of the taxation and labor systems that govern business
operations. The book pays special attention to the practicalities that differentiate
Armenia from other markets: the critical role of business networks, cultural
considerations, and the emerging digital infrastructure that is transforming traditional
business practices.

To guide your journey, this book also highlights major opportunities, key risks to be
aware of, and the essential resources and contacts needed to lay a solid foundation in
Armenia. Each chapter is crafted to offer not only theoretical understanding but also
practical strategies and real-world examples that illuminate the path to
entrepreneurial success in Armenia.
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Whether your interest lies in launching a startup, investing in a promising sector, or
navigating the intricacies of local regulation, 'Doing Business in Armenia' equips you
with the tools, knowledge, and inspiration to turn ambition into achievement in one of

the region’s most intriguing markets.
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CHAPTER ONE: Economic Overview of Armenia

Armenia's economy presents a fascinating study in resilience, adaptation, and
transformation. Situated in the mountainous Caucasus region, landlocked and
navigating complex geopolitical currents, the country has forged a unique economic
path since regaining independence in 1991. For the prospective entrepreneur,
understanding the broad contours of this economic landscape - its recent history, key
metrics, structural features, and international linkages - is the essential first step
before delving into the specifics of establishing a venture. This overview provides that
foundational context, painting a picture of an economy that, while possessing its share
of challenges, holds considerable dynamism and untapped potential.

The journey began with the profound shock of transitioning from a centrally planned
Soviet system to a market-oriented economy. This wasn't merely an adjustment; it
was a seismic shift undertaken amidst regional conflict, the collapse of traditional
supply chains, and a severe energy crisis exacerbated by blockades imposed by
neighbouring Turkey and Azerbaijan, which continue to this day. Early years were
marked by hyperinflation, drastic declines in output, and widespread hardship. Yet,
this crucible also forged a certain economic hardiness and spurred a commitment,
albeit sometimes uneven, to market reforms. Privatization of state assets,
liberalization of prices and trade, and the establishment of foundational market
institutions, such as a central bank and a new currency, the Dram (AMD), laid the
groundwork for future growth.

Looking at the vital signs of the Armenian economy today, Gross Domestic Product
(GDP) provides a starting point. While modest in absolute terms compared to global
giants, Armenia has often punched above its weight in terms of growth, particularly in
the decade preceding the COVID-19 pandemic. The economy demonstrated significant
vulnerability during the pandemic, contracting like many others globally. However, its
recovery was notably swift and robust, propelled significantly in 2022 and 2023 by an
unexpected factor: a large influx of businesses and skilled professionals, primarily
from Russia, Ukraine, and Belarus, relocating due to the war in Ukraine and related
sanctions. This influx stimulated demand across various sectors, particularly IT, real
estate, and hospitality, leading to double-digit GDP growth figures that significantly
outperformed initial forecasts and regional averages. While this provided a substantial
short-term boost, policymakers and analysts recognise the need to ensure this growth
translates into sustainable, long-term development beyond the immediate effects of
relocation.

Inflation has been a recurring theme, though managed with increasing sophistication
by the Central Bank of Armenia (CBA). Like many emerging economies, Armenia is
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susceptible to external price shocks, particularly for imported energy and food. The
CBA employs inflation-targeting policies, adjusting its key policy rate to maintain price
stability, generally aiming for a medium-term target. Recent years saw inflationary
pressures mount globally, and Armenia was no exception, particularly driven by rising
international commodity prices. The influx of people and capital in 2022 also added
demand-side pressure initially, though the subsequent strengthening of the Dram
helped to mitigate some imported inflation. For businesses, this means keeping a
watchful eye on inflation trends and the CBA's policy responses, as these directly
impact borrowing costs, consumer purchasing power, and overall economic
predictability.

Unemployment has historically been a persistent challenge for Armenia, often
registering figures higher than regional peers. Structural factors, including skills
mismatches and limited opportunities in certain regions outside the capital, Yerevan,
contribute to this. However, recent years, particularly bolstered by the economic surge
post-2021, have seen noticeable improvements in the official unemployment rate,
bringing it down significantly from previous peaks. Youth unemployment, while also
declining, often remains a particular concern. It's also crucial to acknowledge the
presence of a sizable informal economy, meaning official statistics may not capture
the full picture of labour market activity. The strong growth in sectors like IT has
undoubtedly created high-value jobs, but ensuring inclusive growth that benefits
broader segments of the population remains a key policy objective.

The Armenian Dram (AMD) is the national currency, managed by the Central Bank.
Over the years, the AMD has experienced periods of both volatility and relative
stability against major currencies like the US Dollar and the Euro. The CBA generally
adheres to a floating exchange rate regime, intervening in the foreign exchange
market primarily to smooth out excessive fluctuations rather than targeting a specific
rate. The significant capital inflows seen in 2022 led to a substantial appreciation of
the Dram, impacting the competitiveness of exporters while making imports cheaper.
Understanding exchange rate dynamics is vital for businesses involved in international
trade or those holding assets or liabilities in foreign currencies. The CBA's
communication and predictable policy framework provide a degree of transparency for
market participants.

Structurally, the Armenian economy has undergone a significant transformation over
the past two decades. While agriculture and industry remain important, the service
sector has emerged as the dominant engine of growth. Agriculture, though employing
a significant portion of the rural population, contributes a decreasing share to overall
GDP, facing challenges related to small land plots, outdated techniques, and market
access. Industry is characterized by mining (copper, molybdenum, gold), some
manufacturing (textiles, food processing, jewellery), and energy production. However,
the real star of recent years has been the services sector. Information Technology (IT)
stands out, having experienced exponential growth, fostered by a strong educational
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base in STEM fields, government support, and a vibrant ecosystem attracting both
local talent and international companies. Tourism has also become a major
contributor, leveraging Armenia's rich history, cultural heritage, and natural beauty,
though it remains sensitive to regional stability. Finance, telecommunications, and
retail trade are other key components of the expanding service economy.

Armenia's place in the global economy is shaped by its geography, political
alignments, and the extensive global network of the Armenian diaspora. Its main
trading partners reflect these complex relationships. Russia remains a dominant
partner, historically the largest export market and a key supplier of energy (natural
gas) and other essential goods. Membership in the Eurasian Economic Union (EAEU)
since 2015 grants Armenian businesses preferential access to the markets of Russia,
Kazakhstan, Belarus, and Kyrgyzstan. This membership facilitates trade within the bloc
but also aligns Armenia's external tariffs with those of the EAEU for goods coming from
outside. Simultaneously, Armenia has cultivated closer ties with the European Union,
culminating in the Comprehensive and Enhanced Partnership Agreement (CEPA),
which came into force in 2021. CEPA aims to deepen political and economic relations,
promote regulatory approximation to EU standards in various areas, and improve the
investment climate, offering a framework for enhanced cooperation without
contradicting EAEU obligations. Beyond these blocs, China, Iran, and Georgia are also
significant trading partners. Key exports include minerals and concentrates, alcoholic
beverages (notably brandy), textiles, diamonds, and increasingly, IT services. Imports
are dominated by oil and gas, vehicles, machinery, and consumer goods.

The Armenian diaspora plays an exceptionally vital role in the country's economy, far
exceeding typical remittance flows. While remittances from Armenians working abroad
(especially in Russia) have historically provided crucial support to household incomes
and consumption, the diaspora's contribution extends much further. Diaspora
members are increasingly involved in direct investment, philanthropy supporting
educational and social projects, knowledge transfer, and advocacy, acting as informal
ambassadors promoting trade and investment opportunities in Armenia. Tapping into
this global network can be a significant advantage for entrepreneurs looking to
connect with international markets, expertise, or capital. Government initiatives
actively seek to engage the diaspora more systematically in national development.

Turning to public finances, the Armenian government relies primarily on tax revenues
- Value Added Tax (VAT), profit tax, and income tax being the main sources - to fund
its expenditures. Key spending areas include social protection (pensions, benefits),
defence (a significant allocation given regional security challenges), education,
healthcare, and increasingly, capital expenditure on infrastructure projects. Fiscal
policy aims to balance developmental needs with macroeconomic stability. The
government generally seeks to maintain a manageable budget deficit and control the
level of public debt. Following the economic shocks of the 2020 Nagorno-Karabakh war
and the pandemic, public debt rose significantly as a percentage of GDP. However,
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strong nominal GDP growth in subsequent years helped to bring the debt-to-GDP ratio
back down towards more moderate levels. Fiscal consolidation and prudent debt
management remain priorities, monitored closely by international financial
institutions.

Indeed, Armenia has maintained long-standing relationships with major International
Financial Institutions (IFIs) like the International Monetary Fund (IMF), the World Bank,
the European Bank for Reconstruction and Development (EBRD), and the Asian
Development Bank (ADB). These institutions have played a crucial role, particularly in
the post-independence transition and during subsequent periods of reform or crisis.
Their involvement extends beyond providing concessional loans and financial
assistance; they offer valuable technical expertise, support policy reforms aimed at
improving governance and the business environment, and finance critical
infrastructure projects. Their assessments and reports also provide important
benchmarks and insights into the health and direction of the Armenian economy, often
influencing investor sentiment. Continued engagement with IFls sighals a commitment
to international best practices and macroeconomic stability.

Looking ahead, the Armenian economy stands at an interesting juncture. The recent
growth spurt, while welcome, highlights the need to diversify economic drivers and
reduce vulnerability to external shocks, whether geopolitical or economic. Continued
structural reforms aimed at improving competitiveness, enhancing governance,
strengthening institutions, and upgrading infrastructure are crucial for sustainable
long-term growth. Leveraging the dynamism of the IT sector while fostering growth in
other potential areas like high-tech manufacturing, renewable energy, agribusiness,
and creative industries will be key. Improving regional connectivity, if geopolitical
circumstances allow, could unlock significant potential, transforming Armenia from a
landlocked nation into a transit hub.

Challenges undoubtedly remain. The unresolved conflict over Nagorno-Karabakh and
tense relations with two neighbours cast a shadow, impacting investor confidence and
diverting resources. Economic dependency on Russia, while offering benefits through
the EAEU, also carries risks. Structural issues within the labour market, disparities
between Yerevan and the regions, and the need for continuous improvements in the
business environment require ongoing attention. However, the country's educated and
adaptable workforce, its strategic location bridging East and West, strong diaspora
connections, and a demonstrated ability to navigate adversity provide solid grounds
for cautious optimism. For the savvy entrepreneur prepared to understand the
nuances of this unique economic context, Armenia offers a landscape ripe with
possibilities waiting to be cultivated.
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