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Armenia Agribusiness SME Market Development Project
(DAI-ASME)

YEAR 3Work Plan

October 2002 — September 2003

Highlights through Year 2:

DAI-ASME has assisted over 100 Armenian agribusiness firms with ongoing
technicd and financid assistance, including 15 women-owned/managed firms,

DAI-ASME assisted firmsincreased their export and domestic sales by over $9
million as aresult of project interventions. Seven firms have entered into saes
relationships with internationa dients;

DAI-ASME consultants completed 26 market related studies identifying prospects
for exporting Armenian productsto CIS countries, the Gulf, Europe, and North
America and sector-specific analyses covering awide range of Armenian

produced products such as cut flowers, wood products, specialty processed fruits
and vegetables, fish and crayfish, honey, herbs and tanned hides;

DAI-ASME initiated a cost-share grant program that has provided $220,000 to 36
companies for support of their marketing activities and production upgrades.

DAI-ASME haslad the foundation for the establishment of a commercidly
operated equipment leasing company;

DAI-ASME has established working relaionships with 27 loca business service
providers who provide services supporting the agribusiness community; and

DAI-ASME has simulated over 150 SME interventions to identify congtraints and
impediments that inhibit the ability of Armenian SMESto operatein afair and
effective bus ness environment.

Contract Modification:

The activities described in the Y ear 3 work plan are tied to the proposed Contract
Modification that has been submitted to USAID-Armeniafor consderation. DAI has
proposed a number of changes to benchmarks that serve as objectives for DAI-ASME efforts.
It isnot proposed to change the originad purpose of the project and the five core technica
components of the project continue to be essentia to the success of the project. However,
mid-way through the project is an appropriate time to review the benchmarks established at
the beginning of the project and to revise some of them to reflect the lessons learned during
the firgt two years of implementation, the accomplishments of the project to date, aswell as
the current Situation in the Armenian agribusiness sector.



The core benchmarks that measure the overal effectiveness of DAI-ASME, domestic and
export sales increases and job creation, are not changed. Within the two technicd
components, Service Components #1 & #2, that form the essence of what USAID and DAI-
ASME are attempting to achieve, the modifications entail revisng several benchmark targets
upward and clarifying others as to what is being measured and how it is measured. For
Service Components #1 & #2 there are no substantive modifications proposed.

The mgority of proposed benchmark changes are for Service Components #3, #4 & #5 —
Service components that support the primary marketing-based technical assistance efforts
covered by Components#1 & #2. Service Component #3 addresses the financial assstance
efforts provided by DAI-ASME to support the agribusiness community achieve its goas of
increased sdes and new job creation. Originally DAI-ASME intended to use equity funding
and |loan guarantees to support its development efforts and the original benchmarks reflected
activity in these mechaniams. However, it was determined by USAID that these mechanisms
were not appropriate for DAI-ASME. Responding to this determination, DAI-ASME has
developed a cost share grant mechanism and is supporting the development of acommercia
lease company. The proposed benchmark changes for Component #3 reflect this re-direction
of DAI-ASME sfinancid component.

The focus of Service Components#4 & #5 isto develop sustainable support for the
agribusiness community by providing market related training to SMES, indtilling the

capability to provide continuing technica assistance from loca BSPS (Component #4), and
creating mechanisms to develop and maintain a favorable business environment (Component
#5). Neither the loca BSP community nor loca agribusiness associations have evolved to
the capability levels anticipated in the origind benchmarks. DAI-ASME is not abandoning
the objectives of these components, nor isit foregoing use of BSPs or associations, rather it is
expanding its efforts to include additiona mechanismsin order to develop the support needed
by the agribusiness community. The proposed revised benchmarks for Components #4 & #5
reflect this expanded effort.

Summary of the Year 3 Work Plan:

The Year 3 work plan for the DAI-ASME Project covers the time period from October 1,
2002 through September 30, 2003.

Thisthird year’ swork plan builds directly off DAI-ASME' s experience during itsfirst two
years of fidld operation. Thefocd point of DAI-ASME will continue to be Service
Component #2, “ SME Deveopment and Expansion”. Supporting this Component will be
efforts to: identify and analyze export and domestic market opportunities (Service
Component #1); develop linkages between agribusiness entities and various financia
mechanisms (Service Component #3); provide impact-oriented training and develop
commercidly viable busness service providers to support the agribusinessand SME
community (Service Component #4); and identify policy issues that impede a business
ability to operate in alega and efficient manner (Service Component #5).

As DAI-ASME progressed through its Life of Project, more of the Project’ s activities are
directed toward reinforcing and refining assstance efforts provided in the initid two years.
While basic level marketing assistance will dill be offered to those firmsin need, more
market intense efforts will be desgned and provided to selected firms that have begun to
adapt to the demands of a market-based situation. While assstance will continue to be



broadly offered to dl firms through invitations to workshops and training activities,
digribution of market studies and involvement in policy advocecy efforts, more intense
interventions will be provided to alimited number of firmsthet redlisticdly have the ability

to expand their marketing opportunities and stimulate the growth of Armenia s economy. As
DAI-ASME enters the second haf of itslife, by concentrating amgority of its efforts on
firms that have demonstrated their willingness and capability to apply market oriented
attitudes and approaches, the Project will maximize its achievements and provide USAID
with the maximum return on itsinvestment.

Examples of activities that will recelve sgnificant attention and resourcesin the coming year

indude:
. intendve hands-on assistance from DAI-ASME gtaff and consultants (expatriate

and locd) to individud firmsin order to strengthen their market access abilities;

market tours where Armenian bus nessmen/bus nessivomen can meet face-to-face

with prospective buyers,

attendance a selected internationd trade fairs where quaity products can be

displayed, relationships established and buyer contacts made;

emphass on food safety activities such as HACCP review and 1SO certification so

that firms can qualify for export opportunities,

expanded financid assistance via cost share grant availability and the cregtion of a

commercid leasng company;

additiona training activities such as refinement of branding and packaging

techniques that will dlow firmsto strengthen their market positions;

support for infrastructure devel opment such as analysis or the country’ s cold chain

system that currently inhibits fresh and processed product movement;

assistance for sectors to organize their activitiesin amanner that benefits both the

sectors and individua firms that make up the sector; and,

support to addressissues that congtrain the ability of businessesto operatein a

fair, trangparent and competitive manner.

Continued emphasisin this year’ s activities will be given to Women In Devel opment (WID).
Although there are very few women-owned or managed agribusinessesin Armenia, DAI-
ASME has identified severd that have the capability to expand their efforts and help grow
the Armenian economy and demonstrate that, given proper support and access to resources,
they can operate as successfully as any other business.

Coordination:

While the DAI-ASME Project is adistinct project supported by USAID, it will, where
practical, coordinate its activities with, collaborate with, and complement the efforts of other
USAID sponsored activities and those sponsored by other donor organizations that further the
development, strengthening and expansion of Armenian Agribusiness SMEEs. Asit has done
initsfirg two years, DAI-ASME will take advantage of the volunteer network offered by
|[ESC and ACDI-VOCA. DAI-ASME will dso continue to coordinate efforts with USAID
funded projects implemented by ARD (revitaizing the tanning indusiry), AED (providing
needed training opportunities for agribusiness), the L egidative Strengthening Project

(creetion of afavorable business environment) and other projects with which the efforts of
DAI-ASME can be synergidticadly leveraged.



DAI-ASME will continue to seek support from U.S. Peace Corps volunteersin developing
effortsto assst locad populations develop commercid activities. DAI-ASME will dso look
to support USAID effortsin the Earthquake Recovery Zone as well as el sewhere where
USAID and the US Government have targeted specific assistance.

DAI-ASME will continue to work close with USDA’s MAP effort to create and implement
development efforts targeted a Armenian Agribusiness SMEs. To that end, DAI-ASME and
USDA-MAP will:

Fredy exchange information on each other’ s activities including, but not limited
to: agribusiness firm contacts, area of afirm’sinterest in assstance, ether
technicd or financid; availability of resources that each activity can offer to the
other’s effort; and other information that will avoid duplicative efforts and
increase the coordinated implementation of each program;

Look to identify areas where each activity can offer complementary assstance to
that being provided by the other to increase the overdl effectiveness of USG
assigtance;

Meet on aregular basis so information can be exchanged and coordination of
activities can be discussed. Information exchange and coordination efforts will be
an ongoing, continuous activity. As such, communication (telephone cdls, ad hoc
meetings, e-mails) between staff will occur on aregular, ‘as needed’ basis.

Furthermore, DAI-ASME and USDA-MAP will work together to creste an active network of
donor-sponsored organi zations working on agriculture, agribusiness and related program
activities by sponsoring coordinated Ste vidts and a means for continuous information
exchange.

Organization:

The work plan is organized according to the five Service Components presented in the
origina DAI proposd, as summarized in the “ Results Framework” (Figure 2) of the proposa.

BACKGROUND

DAI-ASME seeks to increase revenue, profitability, and employment in the agribusiness and
related sectors of the Armenian economy through a set of market-driven interventions
targeted at selected SMEs.

Agribusiness development faces alarge number of the same congtraints encountered by al
SMEsin Armenia The most fundamenta barriers to agribusiness SME development liein
limitations of the domestic/export markets and, in those cases where identified markets do
exig, lack of expertise in exploiting them. The Armenian domestic market is rdaively
limited due to the country’s smal size and lack of purchasing power. Gaining access to
export marketsis costly due to high transportation costs associated both with being
landlocked and with the current Turkish border Stuation.



Locd expertise in identifying and exploiting a constrained export market and growing the
domestic market needs to be developed and supported. DAI-ASME will provide assstance
to overcome impediments such as. lack of market and standards information; lack of
technologicaly current, high quadity processng and packaging materias, inadequate product
development kills; problems with qudity contral; ingbility to accuratdly utilize cash flow
andysis and/or identify unit costs of production; and, lack of experience in advertisng and
promotion.

Agribusinessis one of the more promising sectors of the economy for growth in employment,
income and business investment in both the near and medium term. DAI-ASME isamagor step
towards increasing private investment and subsequent jobs and incomes at the grass root level.
Towardsthis end, DAI-ASME will identify key agribusiness growth areas, review and address
congraints to increase private sector investment in agribusiness SMEs, and design and
implement concrete market-driven activities in both agribusiness and other supporting sectors

to exploit market (profit-making) opportunities.

Service Component #1: Market and Demand Analysis

Overview

Service Component #1 is designed to provide in-depth knowledge of market demand in
potentia export markets including CIS countries, the Gulf States, the Caucuses, Middle Eadt,
Europe, and North America, aswell as, knowledge of market demand within the Armenian
domestic market. Initsthird year year, DAI-ASME will continue to conduct ‘ market demand
gudies of specific Armenian food and agricultura products that define export market and
import competition opportunities.

In undertaking Service Component #1 activities, the mgor focus will be to:

identify viable internationa and domestic agribusiness markets and examine business
opportunities and congraints that Armenian agribusiness need to be aware of in order
to respond to changing market and profit opportunities;

verticaly link profitable export and domestic markets for agribusiness products to
Armenian agribusiness processors and their downstream wholesders, distributors and
traders; and,

enhance and complement existing donor SME development activities (including
USDA) as needed to accomplish USAID goals and objectives and to avoid
redundancies and overlaps with USDA and other donors/practitioners that have
smilar gods and objectives.

Year ThreeActivities and Expected Results:
Agribusiness market demand studies:
5 sector specific market demand studies will be undertaken to determine possibilities for

market entry and/or expansion. Studies currently programmed include: fish roe extraction
and processing, hive health and honey marketing and pre/post harvest handling of cut



flowers. Additiona studieswill be designed and implemented dependent upon the need
of the agribusiness community.

Supply/Service sector studies and cross-sector efforts:

5 supply/service studies and/or cross-sectorid effortswill be undertaken to support
increasing the marketing capability of agribusiness firms. Studies currently programmed
include: cold chain development, packaging, improvement of tree and vine pre/post
harvest culturd practices, and intensive branding development.

Countries covered by international market studies:

3 countrieswill be the subject of a geographica-based study to be undertakenin early
2003 to determine possibilities for market entry and/or expansion. Countriesto be
sudied are: Jordan, Lebanon and Syria. These countries contain sizeable numbers of
Armenian Diaspora who, dong with indigenous populations that share many smilar food
preferences with Armenians, can potentialy become significant markets for Armenian
agribusiness products.

Countries covered by regional market studies:

No additiond studies are projected during Year 3, dthough if fina resolution of the
conflict between Armeniaand Azerbaijan seemsimminent within the coming year, an
effort may be undertaken to conduct an in-depth analysis of opportunities for Armenian
agribusnessin Azeri markets.

Web based market information system devel oped:

The DAI-ASME web page is operating and serving the Armenian agribusiness
community by providing needed market information. Aswell, the web page is providing
vauable information on Armenian business and markets to interested parties throughout
the world. The site will continue to be maintained and continuoudy updated during the
coming yedr.

Benchmark Lifeof Project Cumulative Total Proposed Year 3
Total to August 31,2002 | Total

Agribusiness market demand 25 16 5

studies

Supply/Service studies and 8 3 5

cross-sector efforts

Countries covered by 10 5 3

international market studies

Countries covered by regional 4 4 o*

market studies

Web based ,market information 1 1 Maintenance

system developed

*A study of Azerbaijan may be undertaken depending on peace initiatives.




Service Component #2: SME Development and Expansion
Overview

Activities undertaken in Service Component #2 provide direct technical assstance to
Armenian agribusiness firms, aswell asto the supply and service firms that support the
agribusiness community. Building off the development activities outlined in Service
Component #1, DAI-ASME will continue to provide integrated technica assstance to seize
market opportunities, as wdl asfirm-level assstance for sustained impact in export market
development and domestic market activity. These activitieswill continue to Stressthe
importance of amarket-driven “supplier” client response to potential buyers versus the more
commonly held one-off “trader” mentdlity.

In undertaking Service Component #2 activities, mgjor effortswill be to:

continue to focus on afirm’s overal market development, including involving raw
materia suppliers and buyers of the processed production, to assure quality products, in
sufficient quantity are produced and provided with timely delivery that satisfy market
demands,

increase utilization of market tours and trade shows to introduce client firmsto
prospective buyers with whom they can establish relationships that will result in on-going
contracts;

provide increasing attention to market development activities for women owned firms,
and

undertake environmenta review of DAI-ASME provided interventions that have the
potentia to cause sgnificant environmenta affects.

Year ThreeActivitiesand Expected Results:
Agribusiness firms assisted and strengthened:

Over itsinitid two years of operation, DAI-ASME has provided support to over 100
firms. In order to mogt effectively use DAI-ASME resources during the remaining years
of the Project, beginning in Year 3 specid emphasiswill be given to those firms that have
demongrated potentid for sgnificant growth and the potentia to benefit the Armenian
economy. Assistance will continue to be provided through firm level hands-on technica
assistance, information generated by sector- specific and geographic market studies, firm
participation in training workshops and seminars, and firm participation in domestic and
internationa trade shows and market tours.
While focusing on a selected number of firms who have demonstrated the highest
growth potentid, DAI-ASME will continue to identify other agribusiness firms that
might aso demondrate Smilar potentid. We expect to identify 15 new client firms
during the coming yesr.
Included in this year’ s assstance efforts will be implementation of HACCP and 1SO
programs to further strength the ability of Armenian firms to access export market
opportunities.



Supply and service firms assisted and strengthened:

Aswith agribusiness firms, support for firms that service the agribusiness community will
continue through hands-on technica assstance and their participation in training
workshops and seminars. Viable local ‘ support and service' firms are criticd to the
development of a sustainable agribusiness community. As effortsin support activities
such as branding, packaging, and cold chain facilitation are receiving heightened activity
from DAI-ASME, we expect to increase the number of support and service firms asssted
inYear 3t0 10 firms, 6 of which will be new firms.

Women owned/managed SMEs assisted and strengthened:

An important subset of the total agribusiness firms asssted are firms that are owned or
managed by women. DAI-ASME will continue to provide specific assstance and access
to resources to WID firmsto help them upgrade their capabilities. To date, 15 WID firms
have been supported by DAI-ASM. An additiona 3 new WID enterprises will be
included in project activitiesin Year 3.

Trade shows & market tours attended and/or conducted:

Through assistance provided by DAI-ASME, many of its clients areincreasing their
capability to enter and sustain export market activities. Important to accessing export
markets is making contact with potentia buyers and distributors and maintaining those
contacts with ongoing relaionships. During Year 3, DAI-ASME will support the
participation of firmsin 15 trade show and/or market tour events. (Notein severa
Stuations, participation at a trade show will be accompanied by the firm (s) aso engaging
in arelated market tour.) Participation will vary from one or two firmsto up to ten or
more depending on the event. Timing is dependent on yet undetermined schedules but
will exclude events in the Armenia, the Gulf, CIS countries, Middle East, Europe ad
North Americas.

New buyer arrangementsfor client firms:

An objective of assistance provided by DAI-ASME gaff and consultants as well asfrom
their participation in trade shows and market tour events, isfor client firmsto make
contacts that will result in new sales opportunities. InYear 3 increased activity in trade
show and market tour participation, as well as an increased attention to those firms
demondrating the most sgnificant growth potentia, will engble dient firmsto develop a
large number of export and domestic contacts, leading to an increased number of potential
buyers. InYear 3, with the increasing market capability of DAI-ASME dient firms
resulting from assstance provided in Years 1 & 2 and the increasing network developed
inYear 3, it is projected that 30 additiona new buyers will begin purchasing product
from DAI-ASME clients. Based on the Project’ s experience, many of those buyers will
develop long-term relationships with the Armenian firms, leading to increased sdesinto
future years.

Build to $10 million new annual domestic sales:

As Armenian firmsincrease their cgpability to provide alarger quantity of high quaity
products on a continuing bas's, they are better positioned to meet the demands of the local



market, displacing imported product. By Year 4, DAI-ASME effortswill result in
increased domestic sdes of $10 million. Building to that god, it is expected that
Armenian firms will do $5 million in new domestic sdesin Year 3,

Build to $15 million new annual export sales:

Similar to domestic sales increase, as Armenian processors become more market adept
and produce products demanded by the markets, their ability to access and sdll into export
markets will agnificantly increase. By Year 4, DAI-ASME efforts will result in

increased export sdes of $15 million. Building to that god, it is expected that Armenian
firmswill do $7.5 million in new export sdesin Year 3.

FTE jobs created, averaging $500 annual payroll per employee — direct and indirect:

Increased activity by agribusiness firms and those that support and service them will

result in increased job opportunities for Armenians. Based on Y ear 3's projected activity,
2,500 FTE new direct and indirect jobs will be created as aresult of DAI-ASME
assistance efforts.

Benchmark Lifeof Project Cumulative Total Proposed Year 3
Total to August 31,2002 | Tota

1 | Agribusinessfirms assisted and 125 101 15
strengthened

2 | Supply and service firms assisted and 10 4 6
strengthened

3 | Women owned/managed SMEs 20 15 3
assisted and strengthened

4 | Trade shows & market tours attended 40 10 15
and/or conducted

5 | New buyer arrangements for client 85 30 30
firms

6 | Buildto $10 million new annual $10 million $4.5 est. $5 million
domestic sales

7 | Buildto $15 million new annual $15 million $4.8 est. $7.5million
export sales

8 | FTEjobscreated, averaging $500 6,500 1,000 est. 2,500
annual payroll per employee— direct
and indirect

Service Component 3. Linkagesto Finance

Overview

Within DAI-ASME, financeis consdered afadilitating activity for achieving the larger
objectives of the project — increasing export and domestic sales and employment generation.
Financid invesments will be undertaken to facilitate or enhance the growth of agribusiness
enterprises and to finance the implementation of technica improvements identified as part of
the assstance activities provided under Service Components #2 & #5.
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The two mgor activities originaly designed into the project are;

Activity 3.1:  Link Armenian Agribusiness SMEsto Armenia s Financid
System, and

Activity 3.2 Implement Financid Support Program:  Equity Fund, Loan
Guarantees and Grants.

Activity 3.1 is supported by various financid and nonfinancid programs involving technica
assistance. Technica assstance is provided to client firms both directly from DAI-ASME
STTA, DAI-ASME gaff and from sub-contracted locd business service providers. The
assstance ranges from direct and indirect assistance in various marketing and production
activities (Service Components #1 & #2) to strategic planning and finance program
development aimed at helping client firmsto become more viadble. DAI-ASME has aso, at
various times, intervened directly in introducing and supporting client loan applicationsto
Armenian financid inditutions and helping them to structure acceptable financid dedswith
those inditutions.

Activity 3.2 has evolved greatly since the original conception of the project. With the
remova of equity funds and loan guarantees from the list of viable financid toolsin Year 1,
the program did not redlly take shape or initiate Sgnificant client finance activity until the
second haf of Year 2 with the arriva of the new finance program director. All financid
support activities are now managed through one form of cost-share grant or another. In
addition, the DAI-ASME team has asssted the USAID mission with the identification of
opportunities to establish a DCA portfolio |oan guarantee program to benefit DAI-ASME
clients and other agribusiness companies. Our team will continue to assst with the design
and feasbility andlysis of this program as USAID may request and the facility, when
implemented, will be amgor asst to the overdl DAI-ASME financiad support program.

Cost-Share Grant Types:

Four types of cost-share grants have been developed during the past severd months. Three of
them have been implemented severd times during the past year and refined somewhat on the
basis of that experience. The fourth type, to support specific capitd leasing activities, will be
implemented in Year 3. The four types of grants developed are briefly defined as follows:

Market/Product Development Cost-Share Grantsare used to share the cost of client
participation in various market tours and trade shows and the cost of various product
development and testing activities developed and implemented under Service Components #1
& #2.

Operational Support Cost-Share Grantsare used to share the cost clientsincur
related to the devel opment of business and financid plans, quaity management sysems and
other types of technica support developed and implemented under Components#1 & #2. A
new program is being introduced now to work with qudified clients and locd service
providersto share client codts related to the development of quality management systems
compliant with [SO 9000-2000 standards. In addition, operational cost-share grants are
provided to SME support organizations such as trade associations and others that are engaged
in supporting the development of the SME community
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Capital Finance Support Cost-Share Grants— Other have been initiated to help
companies obtain capita finance through non-lease sources, either from commercia banks,
foreign direct invesments, suppliers credits, etc. 1n some cases, where outside finance is not
available, cost-share grants have been used to complement the client’s own funds to complete
abusiness project.

Capital Finance Support Cost-Share Grants— Leasing will beinitisted in Year 3 as
the commercid leasng company becomes operationd. The objective of these grants will be
to help clients gain access to, and make good use of, leased equipment. Grant funds will be
used either to share the down payment client firms are required to pay or to finance related
expenditures related to use of the leased equipment.

Commercial Leasng Company:

A great ded of progress was made in the past year in preparing the indtitutiona foundation
upon which the long-awaited commercia leasng company (ACBA Leasing) will be based.
Legidation has been formally adjusted, a Register of Movable Property has been established
in the Office of the State Cadastre and the investment partners have agreed on their respective
rolesin the enterprise. Last minute problemsin the mechanism by which DAI-ASME
intended to provide technica/management support to the company caused afind delay. That
problem has now been resolved and the company is anticipated to be ready for launch in
February 2003. We expect it to be fully operational by April of 2003 and have projected the
use of related capitd finance support cost-share grants to support specific lease dedls.

Operationa support for establishment of the leesing company itsdf is projected at the leve of
$1,200,000 during the remaining two years of the DAI-ASME project. The mgjority of these
funds, approximately $700,000, will be used to contract professional management personnel
to guide the start-up of the company and to cover certain direct costs related to the start-up.
The balance, gpproximately $500,000, will be provided to the leasing company as grants to
finance the direct purchase of equipment to be leased in compliance with norma U.S.
Government procurement regulations.

The revised timetable for initiating leesing company activitiesis asfollows:

ACBA Leasing Co.- Implementation Timetable
January 2002 Final decisons by shareholders (Credit Agricole,
ACBA, IFC) and other stakeholders (DA,
USAID, French Government)
February 2003 Corporate Registration Completed
Saff Recruitment
February-March 2003 Saff Training
Systems Ingtdlation
March 2003 Public Launch
Receipt of First Lease Proposals
April 2003 First Lease Ded Signed
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Projected Benchmark Table -- Service Component #3

Benchmark Lifeof Project | Cumulative Total Projected Year 3
Total to August 31, 2002 | Total

Market/Product Devel opment Cost-Share Grants
— Sudy Tours, Trade Shows, Product
Development, etc.

Number of Grants 120 51 30
Value of Grants $100,000 $18,825 $30,000
Number of Companies Assisted 50 28 11*

Operational Support Cost-Share Grants—
Business Plans, Quality Management Systems,
Technical Support, etc.

Number of Grants 50 14 20
Value of Grants $100,000 $8,557 $40,000
Number of Companies Assisted 20 13 7*

Capital Finance Support Cost-Share Grants —
Commercial Loans, FDI, Supplier Credit, Other

Number of Grants. 50 9 20
Value of Grants $1,400,000 $208,995 $560,000
Number of Companies Assisted 30 9 15*
Capital Finance Support Cost-Share Grants —
Leasing
L easing Company Operational Support $1,200,000 0 $1,000,000
L ease L everage Support
Number of Grants (L eases L everaged) 50 0 15
Value of Grants $1,000,000 0 $300,000
Number of Companies Assisted 40 0 15
Other Benchmarks
WID Firms Receiving Financial 5 1 2*
Assistance through DAI-ASME
Joint Ventures Established 3 1 2
Total SMEs Recelving Financial Support 65 11 21*

* The projected number of companiesfor Year 3 only includes new companies that
had not previoudy received a grant in the respective category.

Service Component #4: Skills Development and I nfor mation
Dissemination

Overview

Service Component #4 is directed at providing impact-oriented training to the SME
community and developing commercialy viable business service providers (BSPs) who will
have the sustainable capacity to provide market-based technica assstance to Armenian
SMEs and specificdly to agribusness SMEs.

The overdl drategy for Service Component #4 isto provide SMEstraining activities and to
build the kills and capahiilities of local BSPs through a multi-channdl process that
complements the overdl DAI-ASME objectives. DAI-ASME uses severd principle toolsto
deliver market-based training to the SME community and to support development of the loca
business services indudtry.
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direct training through workshops and seminars given by DAI-ASME STTAS,
DAI-ASME daff, and/or local BSPs are regularly undertaken to provide SMIEsthe
know-how needed to operate in a market-base stuation;

BSP <kill cgpahiility is upgraded through these trainings in two digtinct ways. 1)
by participation in gppropriate sessons, and 2) by providing the training and thus
gaining experience in the subject matter being presented.

performance contracts negotiated with BSPs, which provide a competitive
mechanism to facilitate interaction between BSPs and SMEs, are implemented
under the direction and experienced guidance of DAI-ASME g&ff;

mentoring Stuations are designed to provide a partnering of internationd and
loca consultants in the ddlivery of services to the SVIE community; and,
professond evaduation by DAI-ASME of services (induding trainings) ddivered
by BSPs that enable the BSPs to upgrade their efforts by incorporating reviews
and comments provided by the evauation.

Asthe DAI-ASME project matures and the capabilities of local BSPs grow, more reliance is
being placed on BSPs to provide the market based technical assistance and training that the
SME community needs for it to fully access international markets and further develop the
domestic market. The activities proposed in Year 3 reflect thisincreased reliance on BSPs.

Year Three Activities and Results:

Capacity Building Agreements (CBAS):

Asof August 2002, DAI-ASME has signed CBAs with 27 local BSPs, of which 6
are with women owned/managed firms. Signing a CBA indicatesthat aBSP is
willing to cooperate with DAI-ASME in upgrading its skills and makes it eigible
to participate in DAI-ASME sponsored activities.

Asthe market develops, new BSPs are being formed. And as the availability of
strengthening assstance opportunities provided by DAI-ASME becomes more
widdy known, additiona BSPs will seek to form aliances with the Project.
During the coming year we anticipate adding severd more BSPsto thelist of
cooperding entities. Thereisthe possbility that the number could grow high, but
for the Project to be effective in providing strengthening activities and to not
gpread its resources too thin, DAI-ASME intends to cap the number of involved
BSPs at 30.

BSP capacity building activities:

An dement of the DAI-ASME/BSP rdationship involves upgrading the
capabilities of the locd BSPs to more effectively provide assstance to Armenian
SMEs. However, for the most part, loca BSPs seem content that they have
developed to alevel where they are comfortable in the type and leve of service
they provide and do not see a need to upgrade or expand their skill base. While
BSPs are rdluctant to individualy enter into participating in astrategic ill
upgrading plan, we have been able to encourage them to take part in DAI-ASME
sponsored group activities, some of which are cost shared. By engaging the BSPs
in ‘cgpacity building activities such as workshops and training sessons designed
specificaly for BSPs, offering them opportunities to mentor at the Sde of
seasoned STTAS, and participation in performance contracts under the guidance
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of DAI-ASME gaff, we have been able to upgrade their skill capabiilities. By

taking a different tact, the origindly anticipated god of upgrading the locd BSP

cgpability isbeing achieved.

During the coming year, DAI-ASME will sponsor 20 activities geared toward

upgrading the capacity of BSPsto better service the SME community. Activities

to be undertaken include:

0 inOctober, aDAI-ASME STTA will work with BSPsto improve the
management of ther organizationsin order for them to better deliver ahigh
level of service in a competitive manner. In addition to holding generd
workshops for al cooperating BSPs, the consultant will work intensvely with
5to 7 individud firms. If theintensve effort proves successful and iswell
received by the firms, the STTA will be asked to return for further work with
additional BSPs.

0 For sdected STTAS, DAI-ASME will offer ‘mentoring’ opportunities for
BSPs. These opportunities offer BSPs the potentia to learn new skills and
services or upgrade their existing capabilities, by which, in turn, they can offer
sarvices of higher vaueto their own dients. During the coming yeer,
branding and packaging STTAswill provide ‘mentoring’ opportunities.

0 Inaddition, specific trainings dedicated to BSPs will be offered by STTAsand
DAI-ASME daff on topics such as food safety, competitive pricing, export
market development and other topics of generd interest. BSPsare dso invited
to participate in topic specific trainings and workshops held on behdf of the
SME community.

SME training seminars/workshops:

During the course of Year 3, DAI-ASME will sponsor seminars and workshops
designed to assst the SMIE community develop better skillsin genera
management, marketing, financing, and accounting. These training activities will
be given by DAI-ASME saff and contracted BSPs. In addition, DAI-ASME
STTAswill hold workshops/'seminars for SMES presenting results from their
gpecific market analyses (see Service Components #1 & #2) as well as topics of
generd interest to agribusiness SMEs interested in entering into export markets or
expanding their export opportunities. Ffteen workshops/seminars will be held
throughout the year.

To ensure that the DAI-ASME clients receive the most effective training and to
provide feedback to the BSPs on the effectiveness of thelr training efforts, DAI-
ASME will engage an independent evauator to monitor BSP given trainings. The
evaluator will provide appropriate feedback to both DAI-ASME and the BSPs.
DAI-ASME has begun negotiations with ICHD, aloca consulting firm, to
undertake such atask.

Training seminars/workshops targeting women owned/managed SMEs:

During Year 3 four seminarsworkshops will be focused on woman-owned or
managed SMEs. Activity under this benchmark is consstent with that described
above for generd SME training. This benchmark refers exclusvely to activities
directed at women owned/managed SMEs. Individua woman ownersmanagers
may well participate in those activities undertaken as a part of the generd SME
traning.
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SMESs receiving training services:

Most DAI-ASME training events attract from 8 to 15 individuas representing
from 5to 10 individuad SMEs. AsDAI-ASME intends to sponsor 19 training
eventsin Year 3 with an average attendance of 8 SMEs, it can be expected that
152 SME training interventions will take place in year three.

Performance subcontracts:

Performance subcontracts awvarded to BSPs involve business plan production,
market surveys and andyses, support of policy resolution, and provide other
support that extends the capabilities of agribusiness SMEs to expand their market
opportunities. In addition to firm specific performance contracts, DAI-ASME
will dso initiate training performance contracts with BSPs directed at increasing
the level of genera business skills within the agribusness community. These
contracts will involve presentation of seminars and workshops with syllabi
addressng generd management, marketing, financid and accounting kills.

Asthe DAI-ASME project matures and has been able to upgrade the kil
capabilities of loca BSPs, more and more opportunities are presenting themselves
to where DAI-ASME can make use of BSPsinstead of expatriate STTAs. Use of
local BSPsis particularly suited to assessment of domestic market opportunities
where knowledge of Armenian conditions provides a distinct advantage to
developing a comprehensive analysis of the activity under analyss. It is projected
to issue 15 performance subcontractsto BSPsin Year 3.

Voucher program:

Currently there are few BSPs that sdll training services on acommercid basis
where the participants cover the entire cost of the training activity. Most of the
traning firms that are active receive the mgority of their revenues from donor
programs. On the demand side, SMEs have indicated that they are not inclined to
pay for services when there are free services available, even if the servicesare of a
better qudity. Presently, the market for training servicesis distorted and, asa
result, implementation of an activity to support the market-based selection of
training providers by individua SMEs through a voucher program is not
recommended &t thistime.

However, there have been indications that the training environment is undergoing
some change and that SVIEs (the market) are becoming more willing to pay for
sarvicesthey deem of value. Asaresult of DAI-ASME efforts to encourage the
SME community to recognize the need for specidized assstance and the
increasing capability of some BSPsto provide commercid market trainings,
implementation of avoucher program may be gppropriate in the latter stages of
the DAI-ASME LOP. If the training market continues to evolve, a pilot voucher
program will provide the simulusfor eventud creation of atotal commercia
training market asisfound in western countries. Because the potentid il exists
during DAI-ASME’ s LOP, we propose to keep this benchmark in place and
continualy review its gpplicability during the coming year.
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Benchmark Lifeof Project Cumulative Total Proposed Year 3
Total to August 31, 2002 | Total

1 | Armenian business service 30 27 3
providers with signed Capacity
Building Agreements

2 | BSP capacity building activities 60 23 20
implemented

3 | SME training seminarsiworkshops 50 27 15
completed

4 | Training seminars/workshops 10 3 4
targeting women owned/managed
SMEs

5 | SMEsreceiving training services 400 216 152

6 | Performance subcontracts awarded 40 12 15
to BSPs

7 | Entrepreneurs trained through 1,000 0 0
voucher program

Service Component #5: Building Associations and Policy Advocacy
Overview

The underlying basis of Service Component #5 isto provide aforum for agribusiness SMEs,
through which issues affecting their ability to conduct busnessin afair and transparent
manner are identified and brought to the attention of indtitutions that have the capability to
address and resolve the issues. Cresting a favorable business environment supports DAI-
ASME' s primary objective to improve the marketing capabilities of agribusiness SMEs, as
well as supporting the ability of dl Armenian businesses to expand their business potentid.

DAI-ASME isnot designed to be a“policy” project, but can serve the role of stimulating
policy didogue, provide opportunities to facilitate policy discussons and support
mechanisms to bring policy issues to the atention of those who can affect their resolution.

In most areas where a market economy has developed a strong tradition, member- based
associaions serve as vehicles for rasng, discussing and moving policy issues dong to
resolution. Unfortunately, there are alimited number of legitimate business associations
operating in Armenia capable of asssting agribusiness SMEs address business environment-
type problems. Armenian associations are not devel oped to the state where they can serve as
viable policy advocates at thistime.

While DAI-ASME will continue to look to support nascent associations so that, over time,
they may mature and develop this capability, because of the immediate importance of
addressing business impediment issues, DAI-ASME is using an aternative approach to
support business environment improvements. Aswith al policy advocacy efforts, DAI-
ASME will grive to work with other organizations likewise engaged in addressing business
issues such as the SME Development National Center (SME DNC), the Armenian
Development Agency (ADA), USDA-MAP and associations such as the Union of
Manufacturers and Businesspeople (UMBA) and the Union of Merchants that have

developed policy capabilities.
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Year Three Activities and Results:;

As mentioned, the overriding objective of these activities is to strengthen the business
environment in which Armenian agribusness SVIEs operated. To thisend, ASME will
undertake the following activitiesin Year 3.

Policy issue generation workshops:

Significant to creeting an open and stable business environment is the ability of
interested parties to communicate with one another and exchange ideas of
common interest. Continuing the efforts begun in the first years of the Project,
DAI-ASME will again pull together businesses, NGO organizations, individuas
and representatives from government to identify and discuss issues that impede
the creation of afavorable business environment. By gathering individuasfrom
the regions on at least a once ayear basis, the opportunity is provided for the
exchange of information and the leveraging of resources asindividuas and groups
from different regions band together to address government actions and policies
that affect their ability to undertake their respective busnesses. In addition,
because we believeit is beneficid for individuals from across the regions to
exchange information on policy issues of mutud interest and concern, a national
forum will be held aswell.

Asthereis growing involvement by other organizations to address business
environment issues, the workshops will in some cases be conducted under the
leadership of DAI-ASME, but in other cases they will be held in conjunctionwith
other like-minded organizations such asthe SME DNC, the ADA and leading
business associations.

At least five regiond workshops and one nationa workshop will be held
commencing in thefdl of 2002.

Policy working groups:

Three nationd policy-working groups (licensing and certification, customs and
taxes, and information exchange) have been established in the Project’ sfirst years
to address high priority issues. DAI-ASME will work with SME DNC and ADA
in organizing and providing technica support to address issues under discussion,
and, as gppropriate, help to link the groups with other donor- and government-
supported policy andysis efforts in order to leverage the efforts of al who might
be addressing a particular issue. Three more working groups will be established
inYear 3 to focus on issuesidentified as aresult of policy issue generation
workshops.

Policy issues:

Following from the issue workshops and the efforts of the working groups, issues
that inhibit the ability of busnessto operatein afair, transparent and competitive
manner will be reviewed and brought to the attention of the gppropriate nationd
and regiona government operations. DAI-ASME effortswill assgt in providing
the process that brings the issues to the appropriate authorities with the
respongbility and ability to resolve the difficulties created by the issue.
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Aswith dl policy advocacy efforts, DAI-ASME will drive to work with other
organizations likewise engaged in addressing business issues such asthe SME
DNC, ADA, USDA-MAP and associations.

While regiond and nationa workshops and the activities of companies will be the
prime vehidesto identify policy issues facing the business community, DAI-

ASME will aso undertake a least one public survey in the coming year to provide
an opportunity for the generd public and organizations that do not regularly work
with the Project to identify or raise policy issuesthat constrain business

endeavors. The survey will aso be used to measure the perceived progress toward
impediment resolution.

SMEs participation in addressing policy issues:

Significant to creating an open and sable business environment isincreasing SME
involvement in identifying and addressing policy issues as wdl asthe ahility of
interested parties to communicate with one another and exchange items and ideas
of common interest. DAI-ASME will work closdy with the SME DNC to
organize nationa and regiona workshops that provide opportunities for Armenian
SMEsto identify and discuss policy issues.

Activities to strengthen the policy advocacy capabilities of SME support organizations:

While Armenian agribusiness associations have not yet developed to where they
can serve as forceful advocates for policy change, there are several nascent
organizations, and the possibility that severd more might evolve from the regiond
or national policy working groups, that have the potentiad to take on such arole.
DAI-ASME will work with these organizations and forming groups to upgrade
their operationa capability, to better organize and sustain themsdlves, to increase
their membership base, and to develop a table of quaity servicesthat can add
vaue to their membership.

InYear 3 DAI-ASME will support the development of the SME DNC, ADA and

severa associations through the following ectivities:

0 During thefirg quarter, DAI-ASME will engage an organizationd specidist
to work with the SME DNC management in addressing organizationd issues
aswdl as helping the newly formed DNC develop near-, mid- and long-term
drategies that will position the DNC to sustainably support the Armenian
SME community.

0 Theorganizationa/lobbying consultant will so work with severd
asociations to hep them establish themsalves as effective, functiona and
viable units, build-up their lobbying and advocacy Kills, and to assist them
develop short-, mid- and long-term srategies for their activities.

= The consultant will work intensvely with two associations, the UMBA
and the Merchants Union, andyzing their existing organizationa and
legal structure, membership, services provided, means of support,
methods of communicating and god setting. She will aso interact
with the other |ess developed associations through meetings,
workshops and other activities from amore generic perspective.
Associations to be invited to receive generd of assistance will include
the Business Women's Association of Armenia, the Union of Apiarists
and Apitherapy, the Greenhouse Association, the “ Agroprogram”
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Union, the Armenian SME Union, the Union of Entrepreneurs of
Armenia, the Union of Business Support Organizations, the Union of
Food Producers, the Farmers Nationa Union, the Potato Growers
Association and the Winemakers' Association.
In December 2002, the consultant will lead agroup of association and SME
DNC representatives to visit smilar SMIE associations and quas-government

organizations in other countries

DAI-ASME will aso support the development of two evolving sector groups,

tanneries and fish growers, who are seeking to organize themsalves into

effective working groups for the purpose of strengthening their respective

industries.

USAID hasinitiated an important new project this past year, the Armenian
Legidative Strengthening Project (ALSP). DAI-ASME will coordinate its
policy activities with ALSP and integrate the organizations with whom it's

working into the AL SP activities as appropriate.

As has been done in the past, DAI-ASME will continue to offer mentoring

opportunities to individuas from ADA and the SME DNC. Whilethe

mentoring opportunities go beyond policy advocacy, they do help strengthen

the overal capability of the organizations and activities such as market

andyds of neighboring geographic areas (such asis being proposed for the
Middle East) provide ingghtsinto business impediment issues that affect the

Armenian SME community.

Cost-share grants to support activities of SME support organizations:

The objective of providing cost-share grants to support the efforts of
associations and other organizations such asthe SME DNC and ADA isto
improve their operations, upgrade their capability, and disseminate
information for the purpose of increasing the vadue of ther servicesto ther
members and to the SME community at large.
o0 Tabulaion of the grant activity is aso included in Service Component #3

under Operationa Cost-Share Grants.

SME support organizations.

Benchmark Lifeof Project Cumulative Total Proposed Year 3
Total to August 31, 2002 | Total
1 Policy issue generation workshops 20 8 6
2 Policy working groups established 8 3 3
3 Policy issuesidentified and addressed 15 3 6
4 SMEs participating in addressing policy 400 154 150
issues
5 Activities to strengthen the policy 15 5 6
advocacy capabilities of SME support
organizations
6 Cost-share grants to support activities of 15 4 6
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DAI-ASME LTTA STAFFING
by
WORK PLAN COMPONENT

[Only Programmatic LTTA areincluded. In addition, DAI-ASME is supported by 6.0 FTE
Administrative LTTA/]

COMPONENT

#1 #2 #3 #4 #5
LTTA (In months)

Mar ket Devel opment

Fred Harris 2 9 - 1 -
Armen Matosyan 1 9 1 1 -
Gohar Harutyunyan 1 9 1 1 -
Grisha Shirvanyan 2 8 1 1 -
Mkrtich Ayvazyan 1 10 1 - -
Arsen Poghosyan 1 10 1 - -
Anahit Bobikyan — WID (.5 FTE) - 4 - 1 1
Mikayd Sarafyan— Environmentd (.5 FTE) - 6 - - -
Financial Linkages

Gay Kilmer - 3 6 2 1
Arman Hakobyan - 1 10 1 -
&ills Devel opment/Policy Advocacy

Tom Rulland * - - 1 4 4
Ruzan Mdyan - - - 6 6
Tatevik Mdikyan - - - 6 6

Total 8 69 22 24 18

* Three months are for Adminidrative Respongbilities
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