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INTRODUCTION -

At the request of the Government of Armenia, the U.S. Peace Corps plans to serd 40 voluntcers
to Armenia by the ead of 1992, Many of these volunteers will be qualified to work in the general area
of small enterprise development (SED) and will have individual expertise in areas such as economics,
planning and economic development, public administration, management, business development, and
credit and banking,

This report is based on the work of a four-person Peace Corps project design team, which visited
Armenia for 10 days in June and July 1992. During that time, the team worked in the cities of Yerevan,
Kumayri (formerly Leninakan), and Artashat. Interviews were held with government officials,
community leaders, U.S. Embassy staff, entrepreneurs, and representatives from small business
associations and educational institutions.

The team’s work had three principal objectives: negotiating a government-to-government
agreement for the start-up of a Peace Ccrps program in Russia, examining administrative and operational
issues in carrying out the program, and designing projects in small enterprise development and English
language training. This report concerns itself only with the SED project design; the list of contacts at
the end of the report includes only those persons who wete interviewed in that context. Separate reports
will be prepared on other matters addressed by the team.

This report is divided into two parts. Part One provides an overview of developments at the
national level that affect Armenia’s small business sector. Within Part One, sections examine recent
political events, the status of national economic reform efferts, local government reform, and special
problems confronting emerging entrepreneurs. Part Two outlines a proposed SED project design,
including volunteer job descriptions, recommended qualifications, and criteria for volunteer placements.



PART ONE
NATIONAL CONTEXT FOR SMALL BUSINESS DEVELOPMENT

ARMENIA: AN OVERVIEW

For many people, the name Armenia is synonymous with the words struggle and persecution.
Situated in one of the most rugged, earthquake-prone regions of the Caucasus, Armenia has been
subjugated to Persian, Turkish, and Russian rule. In 314 A.D., Armenia was the first country in the
world to adopt Christianity, but it remains bordered largely by non-Christian and often hostile nations. !
Religious and ethnic distinctions endure as sources of serious regional conflicts, and today Armenia is
engaged in battle with neighboring Azerbaijan over the fate of the predominately Armenian enclave of
Nagorno-Karabakh, situated within Azeri territory.

At the beginning of the twentieth century, Armenia’s territory extended into present-day Turkey,
encompassing an area more than double Armenia’s current size. In 1915, the Turks uprooted, deported,
and killed masses of Armenians during a pogrom that resulted in the death of an estimated 1.5 million
people and contributed to the worldwide diaspora of ethnic Armenians. The Bolsheviks first endeavored
to control Armenia in 1918, but Soviet domination of the country was not secured for another three or
four years.

In March 1985, Armenia’s centuries-old aspiration for independence wac rekindled with the rise
to power of Mikhail Gorbachev and his call for econemic and political reform under perestroika. In July
1990, Armenia followed the path of many former Sovie: bloc countries and established a popularly
elected national government. The following month, the county’s Supreme Council (or Parliament)
declared Armenia’s independence, but it was another year before this declaration was affirmed
overwhelmingly in a nationai referendum. In October 1991, Levon Ter-Petrosyan was elected Armenia’s
president, with 83 percent of the vote, and, in less than six months, Armenia joined the Commonwealth
of Independent States and was seated at the United Nations.

Armenia is the smallest of the former Soviet republics, with a territory of about 29,800 square
kilometers — slightly Jarger than Maryland. Total population is estimated at 3.4 million persons.
Armenia has the most homogeneous population of the former republics — ethnic Armenians constitute
nearly 95 percent of the population, while Russians and Azeris represent 1.6 percent and 2.6 percent,
respectively. Another 3 million Armenians are scattered throughout-the world, including a large
community in the United States.

Armenia’s emergence into the community of nations has been overshadowed by the seemingly
intractable conflict over Nagorno-Karakakh. Nagorno-Karabakh is an enclave of some 150,000
Armenians situated within Azerbaijan itself and separated from Armenia by only a few kilometers.
Jurisdiction over the enclave has been contested historically, but open conflict between Armenia and
Azerbaijan had been suppressed by the Soviets. The unraveling of the Soviet Union coincided with rising
emotions over Nagorno-Karabakh, in large measure brought about by a sharp decline in Nagorno-

' Armenia is bordered to the west by Turkey, to the south by Iran, and to the east by Azerbaijan,
Georgia, a predominately Christian nation, is situated to the north.
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Karabakh’s Armenian population since the early 1970s — a decline that Armenians attribute to Azeri
persecution.? Over the past year, the Nagorno-Karabakh conflict has erupted into an undeclared war
between the two countries. Fighting has been confined largely to Nagorno-Karabakh itself, with the
exception of occasional shells lobbed into Armenia’s border villages, but there is fear of a wider regional
conflict involving Turkey or Iran.

Even if the battle is contained, already Armenia kas suffered economically. The country is
dependent entirely on imports for petroleum-based energy. Until the winter of 1991-1992, oil and gas
had been shipped from Russiz through pipelines running through Azerbaijan and Georgia, but in
September 1991, Azerbaijan imposed a railway blockade on Armenia and shut down the oil pipeline two
months later. At the same time, energy flows from Georgia were interrupted by South Ossetia, an
independence-seeking region in northern Georgia through which the pipeline runs.> Currently, Armenia
receives only about 10 percent of its needed energy resources. Armenians suffered a long, cold winter
without heat or hot water; electricity supplies remain erratic; and continuing energy shortages have
dampened economic activity.

ECONOMIC CONDITIONS AND REFORM

Prior to the break-up of the Soviet Union, Armenia was dependent on trade with other Soviet
republics for raw materials, energy supplies, and food products. The breakdown of inter-republic trade
has hindered Armenia’s economic performance, but a general economic slewdown had already begun in
the mid-1980s. Between 1971 and 1985, Armenia’s Net Material Product (NMP) expanded at an annual
rate of 7 percent.* By 1986, however, the economy began to contract sharply, and the NMP fell at an
annual average of 1.5 percent over the next two years.

In December 1988, the northern part of the country was devastated by a severe earthquake that
damaged or destroyed an estimated 30 percent of Armenia’s industrial capacity. The earthquake killed
50,000 people and left 200,000 homeless. In the ensuing months, a spart of reconstruction activities
pushed the NMP up 14 percent for 1989, but national economic growth fell by an estimated 9 percent
in 1990 and 12 percent in 1991. By late 1991, about 85 percent of the country’s industries had ceased
to operate, largely as a result of the Azeri blockade.® Currentl, some local officials estimate that the
industrial sector is operating at less than half its capacity, and construction around the country has come
to a virtual standstill. To date, less than 20 percent of the planned reconstruction program has been

2 Armenians point to the Nakhichevan region as an example of what could occur in Nagorno-
Karabakh. Nakhichevan is located along Armenia’s southwest border and was part of Armenia until
Stalin transferred it to Azerbaijan in 1921. At the time, Armenians represented a majority of
Nakhichevan’s population, but today Azeris constitute more than 90 percent of its population. This
change in the region’s ethnicity is attributed to the forced deportation of Armenians.

* The South Ossetians, an Islamic people, are disrupting energy deliveries not only to put pressure
on Georgia, but also to demonstrate solidarity with Islamic Azerhaijan,

4 Net Material Product, a common measurement in socialist countries, is smaller than Gross
Domestic Product (GDP), a common economic indicator used in the West.

5 "Economic Review: Armenia," International Monetary Fund, April 1992,



implemented;® refugees from the Nagorno-Karabakh conflict, numbering more than 500,000 b'y some
estimates, create additional downward pressure on the economy.’

In spite of these setbacks, Armenia has embarked on a national economic reform program,
Following Russia’s example, in January 1992 prices were freed on most consumer goods, with the
excepticn of basic goods and services such as milk, bread, medicine, and transportation. At the same
time, wages, pensions, and child subsidies were raised to help offset the impact of inflation — which is
currently estimated at 600 percent per year. In addition, Armenia has moved quickly to privatize its
agricultural sector. At the same time, legislative and policy delays in areas such as banking, business,
industrial privatization, and local government reform have slowed Armenia’s economic transformation.
These issues are detailed in the following sections.

Agriculturai Privatization

Despite an emphasis on farming in Armenia’s traditions and culture, agriculture contributes only
modestly to the national economy. The country embraces seven climatic zones, ranging from semi-desert
to high alpine, but it has 2 shortage of good agricultural land. Only 20 percent of its land is cultivated,
and another 28 percent is used for grazing. In recent years, the agricultural sector has accounted for less
than 20 percent of the NMP, has directly employed less than 10 percent of the labor force, and has
produced less than one-fifth of the country’s requirements for meat, wheat, and grain®

Following Armenia’s annexation by the Soviet-Union, farming was nationalized and 900 state and
collective farms were formed.” As Armenia moved toward independence, priority was given to the
denationalization of the agricuitural sector. In 1990, the Supreme Council appointed a special Committee
on Agriculture and Development of Rural Areas to spearhead agricultural reform and propose approaches
for developing new agricultural relationships and infrastructure. In early 1991, legislation governing the
privatization of agriculturai lands was passed and implemented swiftly. To date, nearly 85 percent of
Armenia’s agricultural sector has been privatized, resulting in the creation of 187,000 family farms
averaging between 0.3 and 0.5 hectares. More than 10,006 other families have formed new private
collective farms.

® Reported by the IMF and municipal officials in Kumayri (Leninakan), the country’s principal
northern town.

7 "Armenia: Basic Facts," Congressional Research Service report for Congress, February 6, 1992,
p. 2.

* Armenia’s principal crops include fruits, vegetables, dairy products, meat, grain, wheat, and
tobacco; its food processing industries include wine, vodka, brandy, and other fruit and vegetable
products. Armenia also has a monopoly in the former Soviet Union on the production of an oil used in
manufacturing perfume.

® Under communism, little distinction was made between state and collective farms. Both were
managed as state-owned agro-industries with large administrative and technical staffs, and both were
subject to production quotas and other requirements imposed by central planners., Collective farms arose
from the forced amalgamation of private farms, while state farms were simply state-owned.



Responsibility for land privatization was given to the country’s regional councils of People’s
Deputies. In each region, an inventory was made of land, livestock, and equipment and a determination
was made of the number of "family units” (defined as consisting of three people) eligible to receive land.
About 20 percent of the land was held aside for special purposes, such as breeding and experimental
farms," and the balance was divided by the number of family units. The various tracts or parcels were
then classified by quality and current use (for example, Class 1 tracts with grapes and without grapes),
and a price for each tract was established, taking into consideration its potential yield. Finally, tracts
were distributed through a lottery; the winning families are required to make two annual payments before
ownership is fully vested." Resale of the land is restricted for three years.

Similarly, livestock and equipment were earmarked for sale to private farmers. Livestock was
sold on a formula e~tablished by the state, but equipment sales have proven difficult, given that most
equipment is too large for the small private farms. Some machinery has been sold to the new private
collectives, and individual farmers on adjacent tracts have been encouraged to work their farms together
to make use of the large equipment.

In the past, about 7 percent of Armenia’s land had been farmed privately in small household or
garden plots, but these plots accounted for abcut one-third of the country’s total agricultural output. Not
surprisingly, then, the result of the agricultural sector’s privatization has been increased productivity.
In little more than one year since land reform started, the increase in agricultural output is estimated at
15 percent.”?

The energy blockade notwithstanding, unemployment in the agricultural sector has remained
relatively low, in large part because much of the farm work is done manually. The expectation, however,
is that unemployment will increase for rural-based industrial workers. Other problems for the sector are
more pronounced. In general, intermediaries between producers and consumers are still state-owned and
inefficient, and farmers are faced with serious problems in transportation, distribution, and marketing.
Large losses in agricultural output are reported as a result of inefficiencies and poor technology. If the
eaergy blockade continues, it could force the closure of storage facilities and could reduce harvests.

Unlike their counterparts in other former Soviet republics, Armenia’s farmers have not formed
local associations to deal with these problems.” On an ad hoc basis, some self-help groups are reported

' In scme areas, pasture land has been retained by the state to encourage livestock production.
Private farn.ers lease the land from the state in return for selling 66 percent of milk, 100 percent of meat,
and 100 percent of wool to the state. These percentages are based on average yields over the last five
years, and private farmers are p.rmitted to sell production in excess of these averages on the private
market.

"' The two annual payments amount to less than 20 percent of the estimated value of the land, and
farmers are not taxed until the third year. Similarly, livestock has been sold to individuals at 70 percent
of value, with payments spread over two years,

12 Op. cit., IMF.

3 As examples, strong farmers unions or associations exist in Latvia, Estonia, and Russia. The
Ukrainian farmers movement has split recently into two political factions. in all of these republics,
farmers belong to local unions operating in a loosely coordinated association.



to have formed at the village level, but they lack formal organization as' well s adequate resources to
address pressing concerns. '

Industrial and Enterprise Privatization

Privatization of Armenia’s industries and smaller enterprises has proceeded at a much slower
pace. In April 1991, the government issued an interim decree enabling the sale of a limited number of
commercial, trade, and service establishients with fewer than 50 employees. A list of 290
establishments was prepared by the Council of Ministers, including about 3 percent of the smaller
businesses in the country’s capital and principa city, Yerevan. Employees were given the first right to
purchase the enterprises; the rest were sold tarough auctions. Most of these enterprises consisted of
cafes, restaurants, and retail shops. Only five of the enterprises in Yerevan were purchased by their
employees.

Soon after the April decree, the government furmed the national Committee of Privatization and
Managemeut of State Property to cversee and implement the privatization of the state’s commercial and
industrial enterprises. In the absence of national privatization legislation, the Privatization Committee
recommended a hait to the sale of state enterprises, b1t the Supreme Council refused. Subsequently, the
matter has been placed before the country’s Supreme Court, so, in effect, privatization has been stopped
until legislation is approved. To some extent, ¢ ivaization has been slowed purposefully in order not
to risk further economic disruptions while the situation in Nagorno-Karabakh remains tense and
unpredictable. In addition, opposition to privatization has "»c~n raised by officials and organizations with
vested interests in the old system, such as the Ministry of Trac=, which manages most stat¢-owned small
enterprises and is expected to be dissolved following privatizz;ion of these enterprises.

The first draft of a privatization law was reviewed and rejected by the Council of Ministers in
February 1992. A second draft was submitted in March, approved in general by the Council of
Ministers, 2nd sent back to a working committee for furtter work. A second reading of the privatizaticn
legislation was scheduled for mid-July. Once the law is apgroved, the Privatization Committee anticipates
initiating implementation of the law within a few weeks. Th:e sale of Armenia’s estimated 10,039 smaller
enterprises is expected to take about two years. Of the country’s 700 large enterprises, about half are
projected to be privatized in the next few years. Larger enterprises will be sold as stock companies and,
apparently, some priority will be given to privatizing Armenia’s food processing industries. Altagether,
70 percent of the state’s assets are expected to be sold.

Before privatization can proceed, a number of critical issues still under debate nesd ‘o be
resolved. These include the role and use of vouchers; restrictions nn the resale of vouchers, enterpiises,
and assets; standards for valuation and appraisal; and voluntary versus mandatory privatization. Th. nse
of. vouchers has been particularly problematic, given their potential impact on inflation and e
macroeconomy, and the debate has ranged from issuing no vouchers at all to distributing vesch. .
equivalent to 100 percent of the assets to be sold. Currently, it is expected that vouchers will de isg,
at a value of about 30 percent of assets to be privatized.

Equally important is the need to develop an institutional structure to implement privatiz..o
Unlike other former Soviet rapublics, economic transformation in Armenia has not resulted in the tra)sfe
of enterprises or assets to municipal and regional governments. To some extent, the absance of ic.cs,
government legislation accounts for this, but more germane is the fact that the national govevninent
appears inclined to reta‘n a high degree of centralized political and economic authority.



Once the privatization law is passed, the Privatization Cormittes plans to sstablish sevex or eight
offices around the country, each having multiregional responsibilities. These regional committees will
be accountable to the national committee and not to local or regiona! governwsenis. At the municipal
level, local privatization commissions will be established but, at Inast initislly, their role may be contined
largely to approving lists of enterprises selected for sale.

Other important aspects of the privatization process, such as valuation of enterprises, negotiation
of terms of sale, and munitoring of compliance with relevant regulations, will be managed by national
authorities. Proceeds from privatization will be controlled centrally as well, but their use is another point
of current dehate. The government has proposed that privatization proceeds be used to capitalize husiness
credit schemes, while the Supreme Council tends to favor supporting social programs,

Local Government Reform

The yet undefined and possibly marginal role local governments will play in privatization is
symptomatic of a larger concern — namely, the failure to define the roles and lines of authority between
municipal, regional, and national governments." Within the context of demnocratization and market
transformation, local officials have little notion of their appropriate functions and responsibilities. A new
Law on Local Self-Government is pending, but the government’s self-imposed deadline for the law’s
passage in February has been allowed to slip to the end of this summer. In the meantime, local officials
are faced with mounting economic problems, but they feel constrained in their ability to respond without
clearly defined legal authority.

At the he. : of the continuing debate over the self-government law are two philosophical
approaches: immediate and rapid decentralization versus a more centralized system based on hierarchical
authority. Local officials tend to favor decentralization, but the national lawmakers and their advisors
appear to be leaning more towards retaining a strong centrai government. National officials are
examining governmental systems in other countries, notably the U.S. and France, in their efforts to
balance these perspectives, but even fundamental issuss are still not resolved, such as whether or not
mayors should be electcd by a direct popular vote or by the municipal councils. Unfortunately, municipal
representatives have not united to lobby for their interests. Two years ago, an incipient association of
mayors was formed, but it has only met twice ard little serious discussion has taken place; and local
officials report that the national government generally is not responsive to the concerns they raise
individually.

Whatever the outcome ox the debate, it is clear that more responsibility for local economic
plannirg and fiscal management will be given to municipal officials, but, in general, they are ill prepared
to take on these responsibilities. Municipalities do not have economic development departments, and
existing planning departments are concerned primarily with social services (for 2xample, education,
health, and cultural activities). In most larger towns, a deputy mayor has been appoinied to deal with
basic economic issues and the finance department handles budgetary concerns, but these mayors and

“  Armenia is divided into 38 regions, 67 towns, and 958 villages. Two towns, Yerevan and
Kumayri (formerly Leninakan), constitute their own separate regions. About 18 towns have more than
30,000 residents. The population of Yerevan is estimated at 1.4 million. The next five largest towns
and their 1989 populations ars Kumayri (120,000), Krovakan (74,000), Echmiadzin (61,000), Razdan
(61,000), and Abovyan (58,000). Nearly 70 percent of Armenians live in urban areas,



finance departments are unfamiliar with basic notions of buSiness promotion, revenue generation, and |
capital investment planning. ‘ '

Small Business Issues and Problems

In 1989, under Gorbachev, new cooperative legislation was enacted that introduced notions of
a market economy and the private ownership of productive assets. As elsewhere in the former Soviet
Union, the number of private cooperatives in Armenia expanded rapidly. At the end of 1991, Armenia’s
State Statistical Department reported 17,392 cooperatives, of which 7,814 were operational.'

Other private sector activities are beginning to emerge, but their further expansion is hampered
by a lack: of progress on privatization and a range of other problems. Entrepreneurship itself is new to
most Armenians, and certainly the need exists for developing business skills and providing training in the
more intangible areas of leadership, management, and decision making. In addition, current and would-
be entreprencurs are confronted with a number of practical problems, including:

®  Credit. Commercial credit is generally unavailable, especially for small private businesses.
Banks are not trained to assess credit risk, and most credit is still directed to larger state-
owned enterprises that carry the implicit (if aot explicit) guarantee of the government. Any
small business that does obtain a loan generally can do so only if a larger firm is willing
to back the loan with a 100 percent guarantee. The situation becomes even more
problematic with the dearth of rubles at the banks. Even when loans are approved,
borrowers commonly receive only a letter of credit and not cash, unless a special "fee" is
paid, which increases the transaction costs;

®  Taxes. Armenian entiepreneurs, like their American counterparts, generally complain
about high tazes and legal constraints, but the Armenians probably have a stronger case.
With a hemorrhaging budget deficit, new taxes have been imposed in a seemingly
unplanned and ad hoc fashion, with little regard for the complications created for new
entrepreneurs untrained in even simple bookkeeping. Taxes paid by small businesses can
amount to nearly 70 percent, including value-added tax, profit, and income taxes. These
taxes increase the cost of doing business, encourage entrepreneurs to conceal their incomes,
and serve as a disincentive to entrepreneurship altogether;

®  Imperfection of legal infrasiructure. In March 1992, Armenia adopted its Law on
Enterprises and Entrepreneurs, but in doing so, more gaps in the country’s legal framework
were identified than corrected. The Enterprise Law itself is based largely on former Soviet
definitions of business activities, and thus it is likely that the law will need to be amended.
In addition, the law identifies 19 other areas in which legislation is needed, including
bankruptcy law, contract enforcement, and alternative forms of business ownership (for
example, limited partnerships, stockholding companies, and family businesses). Finally,
current law does not adequately address private ownership of non-agyicultural property;

' These numbers need to be regarded with some skepticism. For the same period, the State
Statigtical Department reports ouly 156 private businesses, a number far lower than even casual observers
would note. To improve statistics on small businesses, the Ministry of Economy has recently established
the Department of Regulation of Entrepreneurial Activity,
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Lack of advocacy groups and national pelicy. Small business associations have been
slow in forming, and no national agency or institution has been established to represent the
interests of small businesses. The newly established Department of Regulation of
Entrepreneurial Activity, within the Ministry of Economy, is intended to serve a monitoring
and statistical function, and not an advocacy or policy role. As a result, national policies
or programs supportive of entrepreneurship have not developed;

Lack of premises. Leasing of commercia! space is still controlled by local councils, and
the leasing of any space must be approved by the municipal council. Not only is this
process lengthy, but it lends itself to political patronage and abuse; and

Lack of information. Small businesses require reliable information on changing laws,
market conditions, and prices, hut this information is generally unavailable even in major
cities. In addition, entzepreneurs have no source of information on alternative technologies,
equipment, or techniques in industries such as food processing and construction.
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PART TWO
'PROJECT DESIGN

SUMMARY OF FINDINGS

The Peace Corps design team examined a broad range of factors, including local and national
economic development policies, the status of various reforms such as privatization, and small business
initiatives and constraints, In addition, a major concern of any design effort is the identification of
appropriate counterpart institutions or organizations with the capacity to absorb and provide support for
volunteers.

Highlights of the team’s key findings relevant to the proposed project design are:

®  National economic reform. Armenia declared its sovereignty from the Soviet Union in
mid-1990 and affirmed its declaration of independence in a national referendum the
following year. In early 1991, legislation providing for the privatization of agricultural
land was introduced and, subsequently, about 85 percent of the land was privatized,
Legislation for privatizing state-owned industries and enterprises, however, still has not
been approved by the Supreme Council, and the final institutional framework, for
privatization has not been definzd;

®  Local government reform. To date, the roles and lines of authority between municipal,
regional, and national governments have not been defined. Within the context of
democratization and market transformation, local officials have little notion of their
appropriate functions and responsibilities. A new Law on Local Self-Government is
pending, but the government’s self-imposed deadline for the law’s passage in February
1992 was allowed to slip to the end of summer. In the meantime, local officials are faced
with mounting economic problems but feel constrained in their ability to respond without
clearly defined legal authority. Once the pending legislation is approved, it is expected that
municipalities will have more responsibility for economic development, planning, and fiscal
management, but most are ill prepared to take on these responsibilities; and

®  Business and farmiers associations. In urban areas, only recently have efforts started to
form associations representing private entrepreneurs and cooperators. Revortedly, the
largest of these is the Union of Cooperative Entrepreneurs, which represents cooperative
businesses.”® In general, these associations are understaffed and underfunded and have
not started to provide services to their members. In rural areas, private farmers have not
formed unions or representative associations.

' The Union of Cooperative Entrepreneurs claims to have 34 regional and town offices throughout
the country, including 20 staff’ persons working in Yerevan. At an unannounced drop-in to the Yerevan
office, the Peace Corps team found only one person, and efforts to contact the office in Kumayri
(Leninakan) were not fruitful. Other business associations seem even less organized.
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Volunteer Assignments

It is recommended that the Peace Corps’s initial SED activities in Armenia consist of a municipal
advisory program, with 15 volunteers assigned to local governments. In general, volunteers should be
assigned to communities with 30,000 residents or more, althovgh, in some instanccs, a volunteer could
be assigned to smaller communities or even tn regiona! governments.

These 15 voluntee.s will work under the general auspices and guidance of the Deputy Mayor
responsible for economic development activities, and will be assigned counterparts within the local
government. The volunteers will work in economic development and planning, privatization, and
asgistance to small enterprises. A volunteer’s specific tasks will be based on priorities identified by local
officials, taking into consideration the volunteer’s background and expertise.

A general description of the volunteers’ tasks comprises:

Ecoromic development and planning. Assistance will be provided to municipal officials
to enable them to carry out their expanding responsibilities in local planning and economic
development. Volunteers may work in areas such as budgeting, investment planning, and
infrastructure development or they may take on specific projects in sectors such as tourism
or housing;

Privatization. On the assumption that the pending implementation of privatization will
require substantive involvement by municipal officials, assistance will be provided in the
formulation and implementation of local privatization programs and strategies, with priority
for attention given to smaller enterprises. In addition, the volunteers will provide specific
technical assistance in areas such as leasing, property appraisal, and land valuation.
Finally, the volunteers may assist municipal officials in analyzing options for ensuring the
continued provision of community services currently subsidized by enterprises selected for
privatization; and

Assistance to small enterprises. Under this general task, volunteers will potentially work
in four areas. First, they will advise local officials on planning and implementing
procedures for making commercial premises available to private entrepreneurs. Second,
the volunteers will advise on ways to facilitate small business start-ups, including
streamlining the local registration process. Third, they will work with local small business
associations and assist them in their own institutional development, including developing
the capacity to provide needed services to entrepreneurs. Finally, on a regular basis, the
volunteers will organize and conduct training workshops for current and potential
entrepreneurs.

Site Selection Criteria

The Peace Corps staff and the Government of Armenia will need to devote considerable time over
the next few months to identifying sites for the volunteers. Criteria for site selection should include:

Municipal government support for the project, including a willingness to fulfill
counterpart obligations;
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®  Potential for development in sectors appropriate for small businesses, such as
tourism, light manufacturing, food processing, and retail and consumer services; and

®  Environmental conditions — in particul-r, the absence of toxic conditions that could
endanger the long-term health of the volunteers.

Counterpart Obligations
The obligations of municipal governments participating in the project will include;
®  Designation of a counterpart co-worker for the volunteer;
®  Provision of office space and supplies; and
®  Provision of a furnished house or flat with a private kitchen and toilet.

Municipalities should be advised that they may need to provide the volunteers with an interpretér
on an occasional basis, especially during the first few months of service.



ANNEX A
CONTACTS

All contacts listed were interviewed by the programming team. An asterisk (*) appears next to
the names of persons who can contribute to the further development of the program by providing
additional information or negotiating courterpart relationships. The interpreter, Mr. Armen Petrossian,
is recommended highly. He is an excellent interpreter and an invaluable assistant.

The country and city code for telephoning Yerevan from the United States is 7-8852.

Interpreter

Armen Petrossian :
58 Marshall Bragramian Avenue, Apt. 15
Yerevan 375019

telephone: 26-21-98

U.S. Embassy

Tom Price, Charge d’Affaires
U.S. Embassy/Yerevan

U.S. Department of State
Washington, D.C. 20521-7020
telephone in Yerevan: 151-122

Government of the Republic of Armenia

*Armen Yeghiazarian

Head, Department of Economic Reforms
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