5.5. Recommendations on the Implenientation Program

In relation to the Private Sector Development Plan Study, we recommend an implementation

program outlincd betow.,

(1) Creation of the Ministry for Economie Development and Planning

The Study Team, considering the importance of implcmentation of the Private Sector
Development Plan, proposc that the existing Ministry of Fconomy be reorganized and form, de
novo, the Ministry for Economic Development and Planning for the implementation of the

functions described in section 5.4.(1).

(2) Establishment of the Armenian Development Bank

- Create the Armenian Development Bank as proposed in scetion 5.4.(2).

The creation of the Armenian Dcvclopmcﬁi Bank and the management of the crcated institution
require specialized knowledge and expertise that is deficient in Armenia and assistance from
abroad will be sought as an independent project. For a specific period after the creation, foreign
specialists will be invited to provide technical transfer of knowledge and skills in all arcas from the

selection of loan projects through exccution-recavery of loans.

(3) Establishment of SME Financial Supporting system, including SME Suppori Fund

- Prepare detaited planning document for the creation of the SME Supporling Fund, SME Loan
Guarantce  Association and SME Loan Insurance Institution including the mechanisms,
preparations for the cstablishment and conditions of operations. If required, request for technicat

assislance will be sought overseas.

{4} Project Formalion on Development of Expori Industry

- In paraltel with the implementation of (2) and (3) above, a request will be made for TWO STEP
Loans and specific project formation for the promation of export industry promotion, i'ncluding the
promotion of import substitetion industrics to the World Bank, EBRD, GTZ, O£CF in Japan {as of
October 1, 1999 it will be merged with Japan Export Import Bank to form Japan Bank for

Internatienal Cooperation) in order to raise funds.
{5) Creation of the Industrial Zone

- Push forward with the creation of an industrial zonc that is being planncd in Yerevan at the
initiative of the Ministzy of Industiy and Trade. The initial funding required for the project will be
appropriated from the privatization funds but the management will be turned over to a third sector
and shall bc managed as a sclf supporting unil. (The person in charge will be responsible for

researching similar facilitics abroad, law, systems and opcrating formats)
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(6) Pre-Feasibility Study on the l)cvclopmcnt and Valuc-added Utilization of Nonferrous
orcs including Copper and Molybdenum

. Réqucst forcign assistance agencics for a comprehensive Pté—fcasibilily study of the feasibility of
development, feopening of production and project development from smelting to secondary
processing. The study will include cxamination of possibititics of the usc of Aragak Copper Mine
thal is currently shut down, a new development of the Shaumiana copper mine, the scopening of

Kadjaran Copper Mine and ore transport facility and the Alaverdi Smelting Plant.
(7} Implementation of the Census,

- A request will be made to the foreign assistance agencics for the implementation of the Census
planned for in 2001. The assistance sought will include assistance in the implementation
mcthodology, technical assistance relating to soliware development, implementation expenses and

grant of necessary equipment such as computer equipment.
(8) Crealion of SME Venture Activities Support Center

- A center will be created to provide management and technical support for the SME as proposed
in section 5.4.(6). They will provide counscling to SME, especially venture capital enterprises on
management and fcchnical issues and @t will provide a forum for cxchange of views and
cxpcrienccs‘ rejating to the common issucs.

- It will be structured such that it will also be able lo provide some financial assistance.
(%) Creation of the Tourism Development Cenier

- As il has been stated in seclion $.3.3., tourism, for Armenia, is an industry that is of rclatively
high value added content and an important industry thal should be promoted. The Center should be
cslablished with the objectives of practical development and promotion of tourism industry. The
funding should be requested as a grant from the Kerkorian Fund and investments by Armenian

tourism related enterprises. Principle operations of the Center are:

1) Development of tourism resources (repair and maintenance starling with what is at hand).

2) Overseas public relations activities, creation of pamphlets in various languages, making and
distributing videos and films.

3) Education and fraining of tourism related cnterprise management and staff.

4) Purchase of 5 medium sized and 5 large tour buses (to be leased to tourism enterprises)
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Names

Persons and Offices Visited

Offices{us of the dates of visit)

Governmen! officials

Mr. Datbinian Armen

Mr. Martirosyan Gagik
Mr. Baibourtian Armcn
Mr. Martirossian Armen
Mt. Barkhudarian Levon
Mr. Ghaltakhchyan Pavel
Mr. Markosian Ashot

Mr. Zadoyan David

Mr. Avanessian Vahram
Mr. Khachatryan Armen
Mr. Dumikian Khachgik
Mr. Mpatsakanian Stepan
Mr. Mkrichyan Leven
Mr. Stakyan Mihran

Mr. Avctissian Ashot

Ms, Nercissiants Vahram
Mr. Mikaclian M.

Mr. Mouradian E.

Mt Akopian Arthur

Mr. Mkrichian Hratch

Mr. Karapetian Tigran
Mr. Khachatryan Khachik
Mr. Sargisian Sisak

M. Petrossian Hovhanncs
Ms, Kirakosian Carinc
Mr. Akopian D.Gukasovich
Mr. Vartanian Roubcen
M. Ter-Kazaryan Igor B.
Mt. Alaverdyan Afmen
M. Tamazian Armen

M. Petrossian Andranik M.
Mr. Nersesyan Hrachya
Mr. Margarian Samvel
Mr. Gishian Barscgh

Mr. Vardanian Michael

Vice Prime Minister, Minister of Economy

Vice Prime Minister

Deputy Minister of Foreign Affairs

Deputy Minister of Foreign Affairs

Minister of Finance

Minister of Privatization

Deputy Minister of Privatization

Minister of Regional Administration and Operative [ssucs
Minister of Economic & Structural Reforms

First Deputy Minister of Ministry of Agriculture

Deputy Minister of Agriculiure

Minister of Statistics, State register and Analysis

Minister of Education and science

Vice-Minister of Education and science

Acling Chairman of the Central Bank, Dr.

Dr., Advisor to President

Deputy Minister of Finance and Economy

Deputy Minister of Finance and Economy

Head of Management of State Property, MoFE

Hcad of International Cooperation Coordination Div., MoFE
Head of Sccuritics & Exchange Inspoctorate MoFE

Head of Licensing of Participants Markets of Sceuritics, MoFE
Head of Central Dep’t of Economic Policy Develop't, MoFE
Head of Accounting & auditing dep’t, MoFE

Dircctor of Eeonomic Dep't, Prime Minister’s Administration
First Deputy Minister, Ministry of Social Security

First Deputy Minister, Ministry of Health, Dr.

Head of External relations Dep’t, Ministry of Encrgy

Deputy Chief of Tax Inspectorate

Head of Methodology & Analysis Dep’t of Tax Inspeclorate
Head of Dep’tof Forcign Relations, Ministry of Agriculture
Head of Transportation Dep’t of Ministry of Transport
Deputy Head of General Directorate Civil Aviation, MOT
Marketing Manager of General Directorate Civil Aviation MOT
Head of North-East Asia Div of MoFA

Ministry of Industry and Trade (MIT)

Mr. Gevorgian Haik

Mr. Dzavarian Movses

Mr. Petrosyan Armen

Mr. Gasparian Yurii

Mr. Petrosyan Ara

Ms. Ter-Nikoghosyan Viktoria
Mr. Hakobyan Ara

Mr. Chalahyan Avetik

Minister

~ First deputy Minister

Deputy Minister

Deputy Minister

Deputy Minister

Head of Investment & Export Policy Directorate, Ph.D.

Fx. Director, WTO Proj. Implementation Unit, {TACIS, GTZ)
WTO Project fmplementation Unit
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Mr. Grigoryan Derenik R.
Mr. Kirakossian Vache
Mz, Nazarian Alexander
Mr. Ovsepian Vanik

Mr. Gevorgian Gagik
Mr. Eganian Sambel

Mr. Gevorgian Artashes
Mr. Khloyan Robest

Mr. Shaginyan Ruben
Mr. Babajanian Vahan
Mr. Obcepian Barnik
Mr. Gevorkyan artashes
Ms. Shahoyan Arminch
Mrt. Harutyunian Varujan

Head of Dep’t of Industry Policy
Investment & Export Policy Directorate
Chicf of Industrial Policy

Head of Radioclectronics Dep’t

Chicl Spccialisi of Radioclectronics Dep’t
Hcad of Machine-building Dep’t

Chief Specialist of chemical Dep't
Machine-building Dep't

Head of Chemicals

Tnvestment Promotion Officer

Head of Eleciric and Electronics
Department of Chemicals

Advisor on Industrial Policy

Acting Head of Regional Development Policy

Armenian Development Agency (ADA)

M. Yeghiazarian Gagik
Ms. Magoyan Nune

Mr. Ghazaryan Grigor
Mr. Galstyan Levon
Mr. Mchrabian, Boris V.

Mt Zargaryan Armen
Mr. Hakobyan Viihram

Chicl Excculive Officer

Deputy CEO.

Depuly CEO, EST Manager, Investment Promotion
Investment and BExport Programs Coordinator
ADA Advisor (Member of Academy of Scicnee)

Coordinator of Export Department Program {(ITC)
Exceutive Director of Trade Point Armenia

Nen-Governmental Organizations

Mr. Gevorkian Miran Aramovich

Mr. Vardanian Arany

Mr. Baghdasaryan Sahak
Mr. Scdrakyan Scdrak

Mr. Don Fuller

Mr. Hambarian Artak R.
Mr. Aggashyan Rouben V.
Mr. Hakobyan Vahram
Mr. Afrikian Evrik

Dr., Director of Institute of Economy, Professor

Pi.D., President of Union of Industrialisis & Entreprencurs
Exccutive Director, Union of Indusirialisis & Entreprencurs
Dr., President of Yerevan Stock Exchange

Dr., Associate Direclor of American University of Armenia
Dr., Associate Director of American University of Armenia
Dr., Dean of Computer Science Faculty of SEUA
Executive Dirccior of Trade Point Armenia

Dr., Member of the National Academy of Sciences

International Organization

Mr. Anayiotos George
Mr. Saadat Owaise

Ms. K. Chekalavich

Mr. Yannis Tzen

Mr. Avetyan Mhat

Mr. Wayne West

My. Timsberg Thomas
Mr. Kutchukian Alan
Mr. Mahdessian Kevork

Resident Representative of the IMF in RA

Resident Represcatative of WB in RA

UN coordinator, Resident Representative of UNDP in RA
Chairman, Hellenic Foreign Trade Board (HIEPO)
Commercial Specialist - US Embassy in RA

Silbey International (USAID)

Senior Economist of IRIS (USAID)

Managing Director of KPMG

Head of Vocational Training, Cyprus Productivity Centre
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[I ENNEX-?."J

EVALUATION OF ENTERPRISE

No.

/chhru‘cy

L5 Mandgemert L

. . 1998,
Name of enterprise (1ocation A
Paid-wpeapital:  million Dram  Bstablished in - _(yean)  Privatizedin . (year)
Main sharcholders: (D @ &)
o 1990 1993 1955 | 1997 1998(plau) |
Number of employee o N o )
Main products - o _ -
1. Quantity -
Million Dram
2. Quantily o o N
Million Dram
a, Quaontity | - r
Mitlion Dram L I
Prolit before Tax N _
Profil alter Tax
Appraisal items Poins | _Sub Total
(A) Marketability 1 | Demand & Market for the Ifmducls Sld]3p2t
2 | Procuremcnt of Raw Materials o 1s5pd{3]2]1
(20) 3 | Quality Competitivencss Tslaia]2]i ]
4 | Price Competitivengess sS4 (1312]1 H——
(B) 5 | Technology sl4(3f2]1
Technology 6 | Equipment Sl41312]1
7 | Quality control/Sanitary/Safety sl413]12141 O
(20) 8 | Development of New Products S1413712]1 E
(C) Growth 9 | Current Profit 51431271
Potential (10) | 10| Potentiality of Growih s1413]2¢41 |
(D) Management | 11] Vision on Development-Stratepy s{d13l1z2]1
121 Leadership 514131211
20) 13| Exceulion Ability 514131271 |
14 | Comprehension of Management Duties | 5 | 413|121 ||
(E) Workers 15| Worker's Skill s{a4]3f2]1
(10} 16| Attitude & Willingness to work SEIEIFAR ]
(F) | Envirenment(5) | 17| Envitonmental Due Diligence St4]3]2 )1
{G) ] Global Evalualion(i5) | iSl Global & Integrated Evaluation 1512|916 | 3
Classification: A B C D E Totad Byvahntion (]wjlm)
Radar Chart of (A)-(F) Remarks:

Evaleated by
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1998/11/14
Enterprise Evaluation Table (Summary)

(Electric and Electrenics)

Maketability | Technology Growth [Management Workers Ervironment Grobal Total

Potential Evaiuvation | Evaluation

- (Paints) (20) 0 | (0 (20) (10) (5) (15 (100
Sirius 12 10 7 19 7 3 12 70
SRI Electromash 13 13 7 17 6 3 11 70 l
Mars 13 13 6 8 6 3 12 61
Andron 11 12 7 13 4 2 6 55
Martin 8 10 5 19 2 2 8 52
Armenmaotor 11 12 5 8 4 2 5 48
Electron Enterprise 10 8 4 8 2 2 6 40
Transistor(2) 7 7 4 7 2 2 3 32
Luis- 7 8 2 8 2 1 3 29
Armelectromash 4 8 2 6 2 3 3 28
Impuls 5 7 2 6 2 3 3 28
Armrelay 4 7 2 5 2 2 3 25
Transistor (1) 4 4 2 4 2 1 3 20

Transistor {1} : Yerevan
Transistor (2) : Ashtarak

]
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1998/11/74
Enterprise Evaiuation Table (Summary)
(Machinery)
Maketability { Technology Growth Management Workers Environment Grobatl Total
Potential Evaluation Evaiuation
“{Points) {20) (20) (10 (20) (10} {5} {15) {100}
Hi Team 16 12 8 15 7 3 12 73
Mshak 15 10 8 17 7 3 10 70
Autogenmash 13 10 5 14 6 2 9 60
Hrazdanmash 11 8 4 10 4 3 8 48
Yerfrez 10 8 4 10 5 2 6 45
Charentsavan Tool
Electron g 7 3 9 3 2 5 38
Charentsavan
Machinery Building 8 7 3 6 3 2 3 52
Chapich 1& 2 4 4 2 4 2 1 3 20




Ly

Enterprise Evaluation Table (Summary)

(Chemical and Pharmacy)

1398/11/74

Maketability] Techmoiogy| Growth [Mamagement| Workers |Environment] Grobal Total
FPotential Evaluation Evaluation
{Points) (207 {20 {10) (20 (19) (5} {15} {1000
CHEMICAL
Plyvinyi Acetat 9 11 4 13 6 1 6 50
Doghagorts - 9 g 3 9 4 3 6 43
Chimreaktive 9 9 3 10 4 2 6 43
Vanadzor Chemical 9 9 4 8 5 1 6 42
NAIRIT 9 10 3 6 4 1 3 26
Chemical Fiber 7 6 2 6 ‘ , 3 29
Factory
PHARMACY
Yerevan Chemical
Pharmarceutical 11 8 4 10 48
Lizin 11 10 7 44
Vitamin 9 9 4 9 4 2 6 43




| annexa |

Ref. No.
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AHKETA

Heengcrosanne 11t papaborkil r¢HCPanbt1oro AN PpaiBHTHA
YACTHOTO HIPOMBIILICHHOIO CCKTOPA B ApMennl

ANCHCKOC FOC. ATCHCTEO MO MERAYHApoAoMy cotpyunnicisy (JICA)

R R R SR R R R
Y BaxRacMbIC AAMB 11 FOCN0AA,

HAnoHckoe NPaBHTICNLCTBO 1O nfocr)t’)c [pasuicapciea APMCHIM UPHHNAD PCHICHHC
OKAZATh TOXHIMCCKOS cociicTaie Bawch cipane 8 GopMe BHPAOOTKY B COTPYAHNYCCTEC €
Bawnsii  COOTBCTCTBYIOMUMEL  OPTAHHIAUHAMH  [I3HA  DPAIBUTHE  HACFHOTO
[POHIBO,ICTECHHOTO COKTOPA NPOMBIMEICHIIOCTH APMCIIsH,

Ieavto  macTosmcdl amkeTH  ABASCTEA  HenocpeacTacuumit  ¢fop nndopyva no
HHHCUIHCMY COCTOAHMEQ NPOMBILICHHBIN MPCADPHATHIT, BUYTPCHINM 11 BHCINHHM
npodacMaM, ¢ KOTOPHMHE B HACTOAMCS  BPSMH  CTATKHBACTCA  RPOMBHEACHIOC
TIPOHIBOICTEO APMCHILL, A TAKAC IIOYHCHHS Baicro MuCHBR 8 OTHONICHIH BOIMOKHMN
Oy TeiT 1IN PCINCINEA M ACP [0 PATBHTING WACTIIOTO CCRTOPA.

Bauit orscte OyayT HCTONBI0OBAHBL B KXMCCTBG HONOMMIN JIAHBEIX 1M aHaaIna
PCANLHOTO NOTCHLHANA NPOMBIILICHHOFO CCRTOPA, NPODICM I UPCUKICTRINE, A TAKAS U
ONPCACICHMY OCHOBHBIX HANPABACHI PAIBNTIA CCKTOTA DPI BMPAOOTKS [EICPAABLHONO
AIAHA PA3BHTHA.

VocanteasHas npocsBa kak MokHO 001cc noapodno M OTKPOBCHIIO OTBETHTE HA
CGOPMY UPOBANHEIC B AHKCTC BORPOCH (CCH 3AMOAHCHIIC TOUHBIX OTBCTOB HA OTICALHBIC
BONPOCH! TPEOYST J0ar0H NOAFOTOBKH, NPocka CACIATE BPHOHIINTCIBIVID OlCHKY).

Baaroaapinte Bac na corpyasnuccrao!

Hecaciosateascrkan rpynna JICA.

Hataoracta: "t " 1998 5.
Bavuaa g e BO3PACT 20T
B T E . e e e e
APeC NI OH RO T e e
(Haseanue Bawero mpeanpibaTitn: e o

Cdicpa ACATCILHOCTH HPCANPHATUR ] 7 B

YUpaKISHO B oIy 7 FpHBaTi3HpOBAKO B 01y

opara COOCTBTHEHOCTH!

A0 D looympersemnar @ Jp(Yeazare)

Omaaucuust Kannra:;

Ocropscakmgonepse: ® (%) @
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.

VRALH 1 €301V TONHE OCHOBHBIE LAIHEIC O COC1onnni Banicio upenpissii,
1.1, KON1oC1B0 COTPYIHIKOB, CYMMA BRIy Kt OF CORIA OCHOBHON HPOAYKIHH H 0PHGHID.

Koaiiec180 COTPyLKos

CErir 0CHOBROI DPOY KU (KOTHHCCTBO CAu

199 | 1993

HIfIE 1WBIIH CyMMD)

1995 |

1997

1. Komnecrso L i
- Mit1110H ApavoB s N
2. Komuccrso

Mt imon apavios

3 Keanuectro

Miiason apasos

Tpstrae 0 HA01A

[1puGras nocas natora

1.2. bBasaucoswic ordcrsr 8 1996 w 1997 rr, (EAsHHIB MITCTHOH 1pANIoB)
. Andnm 1996 1997 [Tacenm 1996 1957 |
Hatwunse Kpeantops!

HcOuropn KpaTkocpoUHbIC 3ty

HHBcHTAPHLIC 1aRACH

Jp. TexXyUWHC 300K

Jp. TeRYUME AKTHES

J ld.uocpo‘mb!c AATIMBE

YCTAHOBICHHBIC AKTHEB Kanuran
Ocratox
Hroro Hroro

L1, Yeamame 3 caMuie Cophessmc npodicuel B akcnnyaraund Bawere npeinpuarua (Hanpusep: O1CyIcisne
PaBOCTO KANNTATA, OTCTANAM TENHO0ENA.,.)

0 e e e e e e e
0 e e et e e e i
LS S
2. ¥raaite ocHORER nokynareacii Bameit upo gy i Bany otichky aesicinaoctin 0o ¢Grny,
2.1.  Kyaa npozacte npoayvkwnd (3a mepioa 1996-1997 e}
Buyrpucipans: % —T » (Cipau) | © @ &) |
JECnopI: % Yo %o %
2.2, Kak GrienneacTe KoMKy PCHTOCTHOCODROCTS CBOCH Npoy R (OTMETHTE COOTECTCTBY 0N IO OLUEHKY).
{lesma Hil BHYTPCHHCM PBHIHKC 3 4 3 2 1
. | 10 3apy BeRHBIX PIHKAN 5 1 3 2 ]
Kaucciso Hil BI) TPCHHCM PBIHES 5 4 3 2. 1
H 3aPYOC/KHBIN, PHIMEAX 5 4 3 2 1
Towncie ot o yyrpomenpsne | 5 | 4 | 3 | 2 | 4
| TON.HApaMCIpast # ap.) HA 33y AKHBIX PHINKAX 5 4 3 2 1

S-QUeth KOHRYPHTOCHOCORIRIC, 4-MOLYT KOIRYPIIPOBA 1L, 3-cpo,pnw, 2-cHa01ie, 1IekonkpeHitoenocodinie
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2.3

2.1, OCHOBHBIE ACIASMBIC PRIERI B Gy 108M 104 Bawiere npeanpna i 1 nx

3

L

33

4.

+4-1.

Y1o CUnTACTS HOOONOIIMEIM U YO DUCHHA (B OTHOUICHI NAPANCIPOS, OIECHCHH

Ilena

Kauecreo

sxorlaoldsn2)

TOUHOCTL BBIIQIHCHIA
3a%a3% (10 CpPOKY NOCTABKM
L TCN IEAPAMETPAM M 1P.)

NPHEHYBATCABHAR DPOTIOPEINA.

BuyrpenHnii - 30pyOCAHIS PHHEH ]
PHIHOK M(cipana) @crpana) B(ctparna)
| % % | % %
O CuIpLe 15 IPYI RN PUOGHCTACMLIX €O CTOPONLL MATCRISATAN,
O1xy12 HOTMACTE CHIPBE (BCMIOMOIATEBHEIC MATCPHATH, KOMILICKT)IONIHS ACTATN)
By TpH CFAPAHKT % (Cipana) | @ 2
Hwvopt %o % Yo %%
Vkasue Batuy oncHky DpHOGPETACMOIO CIPBA 1 MATCPHAIOB (OTMETBTE COOVBCTCTEYHONNTO OUCHKY)
licHa BHyTPCHHUS OCTABLMKH 5 4 3 2 |
3apyGekHBEe ROCTABLMKH 5 4 3 2 1
Kauccrso BHy TPCHHHEC NOCTABUIHEK 5 4 3 2 J
3apyGerkithic NOCTABLLIKR h 4 3 2 1
BEHTOAHCHUS  33KAMA | Bypyrpesning MOCTABUINKH 5 4 3 2 1
{CcpoK nocraski M Ap.) ~ -
3apyGeuiteic nOCTABMNK 5 4 3 2 I

5.Qresad, 4-Yon reteopureittian, 3-Cpepun, 2-He coBCeM Y10BICTBOPHICTENAR, 1-Hleylor e 80pist pc b MaR

Viamire Bauic MHCHIC O TOM, KAK J0-DAHL ObITs YAYHILCHB RAPAMCTPH, OucHCHHbe Bavnor 1 103 8

OPCABLTY LECM BOMPOCC.

1icHa

Kaucciso

TouHoCTs BRIIOIHCHAHA
3aKa33 (N0 CPOKY 110CTABKM,

TEX.NAPAMETPAM K AP}

O 1rapke oGopy.10Banna sta Banies npeanpusii,

Bospact oCopy1osania

0-5 wr 6-10 acr 11-15 qer

16-20 xct 21-25 acx

26 201 1 H0ICe

Yo %o Yo

Yo Yo

%

(% 6011 Byi6pan 0 0o KOAMMCCTBY COOPY A0BAHNA
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42 00 wwroTommcax obopyoeana

Orewceracnnoe % | (¥ [Q (crpama) ]
H3ro10810H0 B Guisiueys CCCP _ % @ (crpana)
| H3roroBacio 8 Boctounoli ¢aponst %
H3roTo871CHO B BHICOKOPATBHION CIPAHS % P | © (crpana)
Hiroroencko B apyrix crpanax % ¥ | @ (cipana)
4.3, O sarpyscHroCTH padoTst chopyaosania
| 1997 r. % rl_996 ¥ % | Foa sakcnsansuofi sarpyskse o3l %)J

14 Yrawane npodaesey, KACAUOMACCA 000y 10BIHIA, C KOTOPHINMY B HACTORLICS BPCAMT CTAIKHBACICCS,

5. O moipacie n 3apalo1noii 1,1aT¢ COTPY.EIKOR,

5.1.  Bo3pactroii coctae corpyauitxos,

Koaweeerso | Cpeannii | Cpeaunit B TOM 4HCIC
COTPYAHHKOE Craxk BOIPACT

A0 29 aer | 30~39 aer| 40~49 acr | 50~59 1ot |[6oace 60 et

HEL JCT AT e Y1 ued. MCT, uea.

5.2, Cpeanan apniata (Mocaw)___ . APAMOB

MascuMAIeHAN. ApaMos Muunvanesag.

_ APUMOB

6. Yo cunracie II(‘OGIO,‘U!SIB!.\I JCTH AIBHTHAE RCEIOTO RPOMBUILICHHIOTIO {eRI0pa B A])HCIIIHI ?

6.1.  Bauni noacIaHNA © PO.TH MPABATCIECTBA H NPHHIMACIBIN HM MEDAX.

6.2, Baow MHCHIC O HCODXOIMMBIN MCPAN, HPUKUMACMBIX CAMBIMHE NPCINPHATILIMM,

(08

2
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7.2

8.

9. 1.

O P06 CMAY, CHTIANEIX C FATPATHCUULNS ORPYAAINILH cpeany,
Hycrores w1 Ha Baniest npeInpHATHH KAKHE-1HOO IROTOTHYSCKINS NPOOTICMET 111 BOIMOAHIC HOTOMHIKY

FACPAIHCHIUAL OKYPYARIONLCTt CPSI T

Kaxne mepst no Bawesy MECHIIO0 HOOGXOUNMEL T YCIPAKCHIA BPOO.ICM 1LTH YRy Ieniot crvyattn ?

Bamie MIlC1HUC 0 PEIYILTATAN PANCS 11JOECACHULIN HAOCTPANKBIMM CHCHHAANCEAMIL HCCIE 0RATNIL
B ad cayvan uceacaoeaunii Baniero npeinpHRifg  IRCNCPIAMH-KOMCVIETANIAMU  MOKY HAPOMY

OPrAHIIAUMTT 1IN CTPAN-TOHOPOR ?

(@ ] (@ oo |

Hocacaoranue 437 Bac 01122100k n0aciHb ? L@ Ja :] ' @ Hcr_l
1’4 74

[ VKAARHTE NPHHIHEY ©

Y10 Be1 o acte o7 JICA 1o colepratino 81 peaNasTaras NRoBO/UINOTO MM 1ICEC IC10B AN 7
Banu ofimue no/ke1aHA B 0YHOWICHHHN HCCICA0BAHHA | PA3PRtATHIBACMOTG FCH. TLTUHA PAIBKILA,

9.2

Keaaere 1 But npoBeacHit noapodHoero o6caer0sanitt Bawero npeanpiatid caciutaacta JICA 7

lo Ilf:p | | @ Her |

[ YKcracTe MM KOHCY TRTAUMH CMCUMATHICTOB MO BORPOCAM MCHSLEMCHTA 1 TEXHOT01 11 Bawcio npc;mpsmm?‘
b

l(l) Jla J |® Her J
¥

YKLKHTS KOHKPETHO KEAACMBIC TEMBE KOHCY.IBTALHA. Cracubo!
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[ ANNEX-5 I

Voice of the Enterprises - Resalts of a Questionnaire

A questionnaire survey was conducted in order 1o assess the actual condition of the enterprises in
the target sub-sector of Armenia, sample the problems, amd seloct the model enteiprises. The
written inquiry was conducled fn 34 companics {(exeept rescarch institutes in the fictd of chemicals
and pharmaccuticalsy selceied in the previous survey, and answers were feecived from 27 of them,

tn onder fo draw up a developmient plan of the private scctor, it is important to grasp the
probiems of the enterprises belonging to that sector. For this purpose the answers the questions:
“1. What problems do they have? 2. What goverament measures do they desire? 3. What do they
think is an important problem they must solve themselves?” were assessed and the cotlection and
analysis of the responses by these enterprises is discussed hereunder.

Most of the enterprises fully understood the significance of the survey on the development plan
for the private sector and cooperated with this questionnaire. Furthermore, a tendency for relatively
simooth operations to he more sensitive to the present conditions and improvement measutes was

obscrved.
{1} Identified problems of surveyed enterprises

The probe into currenl managerial problems of the scctor concerned was conducicd through
questioning each enterprise, and answers (plural answers were aceeptable) from 26 companics were

olitained. The result is shown in Figure L.

.- .. - . R [
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O Technalogy i

Lack ofmarkes

Fransporiblockade

Fig. 1 Most Serious Problems for Enterprises

As Figurel shows, 60~70% of enterprises that responded consider shoriage of working capitat

and old 1echnology 1o be the two severest problems.




@

1 Shortage of working capilal

The problem of shortage of funds not only makes daily operations difficult, b alse causes other
prohlems including lack of investment initiatives that lead o eventual positive developments such
as renewal of equipment, implementation of OA. introduction of new  technology, and

implementation of marketing.
2) Old technology

As the analysis of the results of the questionnaire in the appendix of Chapter 2 shows, the
average age of equipment exceeds 20 years; dug to shortage of funds rencwal of cquipment can not
occur; and there is no alternative but to use the existing eguipment. There are two aspeets o the
problem of old technology. While the tirst one coutd be automatically solved with a renewal of
cquipment, the second one, which is assoctated with managerial skills and includes aspeets such as
interest in implementing the newest technology, having a positive attitude towards its introduction,
and (he establishment of an in-house system for wiilizing the technotogy, represcents the quality of
available human resources. The enterprises acknowledge clearly that the technology in usc at
present cannot respond to the market necds, and innovation is necessary. On the other hand, smong
the catcrprises visited some oxceutives supported the following opinion: “The engineers of our
company have good skills. What we lack is only new equipment.” What these executives have in
common s their incapability to realize that the skills of the engincers of their own companics are
also becoming obsolete with time, At the same time, however, the world technologics are noking
remarkable progress and the skills of engincers in command of these techrologics are also of high

quality.
3) Loss of sales market

Most of the responses indicate that the result of the above-mentioned twoe hig problems is the
loss of the sales market,

The market is supposcd to be cultivated by enterprise managements” own efforts but mosi of the
responses entepprises provided atfributed the loss of market to the exterior factor that “ The market
disappcared > following the collapse of the Sovict Union. Nevertheless, cight years has aleady
passed since the collapse of FSU. The enterpriscs are supposed to have at Ieast had “the time” to
find a way out of the stalemate and try to use it.

In addition, there was also one company (eleetric/electronics) thal belicves the market did not

cxpand due to the high specialty of its own products.
4} Other problems

In addition to the above-mentioned 3 answers, § companics cited the blockade of ratlways and

roads against Turkey and Azerbaijan as a problem. They pointed out that this blockade caused



much restriction to (ransportation of products to the market and 1o procurement of ruw materials, as
well as high transportation {ces.

Morcover, some companics cited problems with their customers, which included chronic delays
in collection of account receivables, inability to scttle payments with the main customcrs and
suspension of transaction with traditional customers. Decline in ability to seltle payments with
customers in CIS countrics is also affecting the Armenian cateipriscs.

In addition to these problems, 2 companics recognized the fack of competitive power of their

own products, and | company expected improvement of the taxation system.

There were no responses that indicated problems related to raw materials (procurement route,
price, quality, time of delivery) - a fact presumed to result from the present situation where
enterprises manage to avoid this problem by chance thanks to fairly low rates of operating costs

and the procureiment of unnceessarily large volumes of raw materials.

(2) Expectation to the government

The enterprises were questioned aboul their expectations on government contribution (plural
answers were acceptable), and responds (rom 22 companies were obtained. The result is shown in

Figure 2.

0% 10% 20% 30% 40% 50% 60% 70% 80% S0%

Fig. 2 Expectation to the Governmenl
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1) Reform of the taxation sysfein

Improvement of the taxation system was the respond 17 enterprises gave as their expectations on

government contribution. "Fhe answers are roughly classilied into:

- Reduction of and exemption from laxes {including penaltics);
- Application of a favorably treated taxation system as an incentive to the manufacturing

industry and enterprises converted (o market deprand.

Many manufacturing cnterprises are producing on order with unstable management under low
rate of operation. [n the meantime, enterprises that import raw materials cannod receive them unless
they pay the valuc-added tax {(VAT) upon arrival of the materials, which is a significant hurdic
towards sceuring the working capital in manufacturing businesses with theie lang period from
buying of raw materials (o production amk sales,

Funther, though the import vatue-added tax levied on the raw materials of the export
commoditics is supposed to be refunded at the time of the export of products, actually it is often
cxecuted in an inappropriate manner. (there is information that some of the caterprises did not
reccive refunds.) The enterprises main demands include reduction of amd exemplion from the
valuc-added 1ax, as well as application of favorable taxation for the manufacturing industry.

Though the 1axation system of Armenia became considerably simple, some enterprises asked for
its further simplification, a fact presumed to indicale rather the unfairness in (he taxation law
implementation and practices encountered by these enterprises.

2} Drawing up the industrial policy

The expectatian to the povernment {or execution of indusirial policy is manilold. and above all
there were the following representative demands for concrete programs and favarable measures lor
thc development of the private sector,

- Drawing up a strategic plan for industrial development

- Enacting a development law for the private sector

- Drawing up an effective program far export expansion and invesiment pronyion

- Enacling a law and governmicnt ordinance stipulating favorable measures for the private sector

-Introducing an export promotion and frade policy

Each item mentioned above reflects dissatisfaction with inconsistency or nonexistence of
government policy for development of the private sector.

3) Creation of investment environment

Among the enterprises treubled by shortage of funds and low rate of operation, there are also

many that put their hopces on direct investment from abroad as a way out of the situation including
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the establishment of joint-venture companics, The conerete medsures for creation ol investinent

cnvironment that they expect the government shoutd doinclude:

- Introduction of Favorable Lar forcign investors condilions
- Activities for altzacting investors

- Appointment of priority fictds

Furthermore, there were also some companies among the enterprises which attached importance
1o Jirect investment fram abroad as a mcthod of intreducing offective management, and nunuiing

of human resources required for manufacturing of products at international standards.
4) Provision of favorable exedil
As pointed out in Clause 2.3.1, it is not frequent for funds of high interest rate of city banks 1o be
provided as working capital of the manufacturing enterprises. The responds of the questionnaire
atso meationed that the enterprises demand a long-term credit of low interest sate. The responds
alsa include proposals on the financial system such as the following:
- Establishiment of departments in the Ministry of Industry and Trade for credit wpon received
orders for materials and services
- Nurtase of smiall and medivme-sized businesses, and ostablishment of effective funds provision
System
5) Other measures expeeted the government should sccare
There were also opinions among the responds, though minority, demanding that the government
provided dircet support to business activitics. Concretely they were such as:
- Participation of the goverament in renovation program and activitics of enlerpriscs
Besides, there was also dissatisfaction such as ;

- Nonexistence of government support for the sales of products

As minorily answers except the above, there were the encrgy issucs such as reduction of the
clectricity charge and guarantecs for energy supply, and the transportalien issucs such as removal
of the railway blockade. There was also an expectation for revival ol state orders based on an old

type practice.

(3 Hmportant issues of the enterprises themselves

Responds to the question of what the cateeprises must put emphasis on as their own issucs
(plural answers were acceptable) were obtained from 2} enterprises. The result is shown in Figure

3




Improve Maikeing

Develop Technology

Resruchring
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Vig. 3 Tasks for Enterpriscs

1) Markeling

Today many cnterpriscs citc 4s an issue of highest priotity the markeling business the CICIPIises
did nol need to think about in the era of the centrally planaed cconomy. The president of Sirius,
which was selected as model enterprise in the clectric/electronics sector, also holds the post of a
geacral manager of the marketing department. Some cnterprises briclly mastered the basic theory
of marketing. and conducted & search for conerete marketing business of immediate ctfect that
resulted in rccciving orders. Therelore, one of the reasons why the caterprises altached importance
to marketing was the casincss of cstablishing a system (o cope with it requiting less expenscs than
renewal of the equipment, cte. and also the development of information and telecommunication
nets such as the Internct

As the representative opinion the following items can be cited.

- New cultivation of overseas pariners

- Establishment of the practical organization for marketing and expansion of busincsses

- Establishment of a system for acquisition of acw markeis

Besides, there were also among the responds some cnterprises that claimed the necessity of
lobbying activity by state based enterprises. This indicated that the individual enterprise has ncither
the cxpericnce of promoting sales of its own products nor the name value of the product mosily

owed to the traces of FSU era, and that the domestic market of Armenia is small.



2) Improvement of technology

As described in (1) Problems that the enterprises have, cach industry acknowledged the necessity
of rencwal of current technology and cquipment with such that match with the needs of the age.

- Introduction of the newest techaology
was a general respond, but because of limited possibilily for its realization due to shortage of funds,

some enterprises mentioned a realistic way such as

- Maintepance of technology and

- Revival of technological potential

In addition, thcre was also one company that searched for concepts of a new manulacturing

industry, including improving of employees’ consciousness, enhancing of production culture and
technotogical back-up.

3) Restrucluring

Some enterpriscs referred to restructuring as an issue to cope with, but no enterprise described a

concrete way of doing it.

4) Cooperation with olher enterpriscs

There were various partners the enterprises regarded for cooperation and the cooperation

purposcs also varied;

- Revivat of the Jinks with research institutes and industriss of CIS countrics for the purpose of
expansion of the market in Armenia;
- Cooperation with businesses of same profession

- Cooperation with overseas leading companices for introduction of the newest technotogy
$) Reinforcement of competitive power

The enterprises’ responds mentioned development of new products with competitive power as a
way to reinforce the competitivencss. In addition, there was an answer referring to cultivation of

new markels as a means to reinforee the competitiveness.

§) Nurture of human resources

It was observed that enterprises that answered the questionnaire valued foreign relationship as a

way o nurlure huntan resources.

Fhis point of view includes:

- Nurture of human resources which can operate in the now industrial and cconomic environment

of the markel cconomy

- Nuriure of humian resources of manager class capable of cooperation with overscas makers
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7y Others
Besides the abave-mentioned opinfons, there were also opinions ciling the matiers such as:

- Increase of product varictics
- Reduction of fixed costs

- Prepatation of attractive conditions for foreign investors
o the meantime, there were pessimistic responds on improvement of present conditions such as:

- Improvement of the siluation solely by individual enterprisc is impossible
- All micthods are incffective duc to requiring a tong process of adapiation to various problems
(financial affairs, personncl affairsy and market economy

- The enterprises have no opportunity (o take concrete measures under the present situation
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[ ANNEX-6 ]

Profile of Model Enterprise (SIRIUS)

Item

Particolars

(1) Full name of intervicwce
| (2)7Nmﬁcr {\f ﬁcsidem

(1) BLISIQC‘\‘.S lilnrc 7

(4) History of enterprise

Established:
Privatized:

(5) Ownership of enterprise

(6) Paid-up capital
{7) Number of employecs
(8) Main sharcholders

{9) Financial condition
Actudl period
Sales-Net
Profit before Tax
(10YPrincipal buyers of product
(yearly average 1996-1997)
Doniestic
Export

(13)Source of procurement
Domestic
Import

Haik Meglumian, President

Haik Mcglumian
Ficctronics

In 1963

In 1997

Joint stock company {Open type)

AMD 17234 min. (US$ 344.7 thou.)

1641
Employces  66%
Government  34%

Jan.-Dec., 1998
AMD 62.5 min. (US$ 125 thou.)

AMD -67 Qmla. (US§-1358thow.) o/w Gross Sales Lozs ADM-356.5min.

20%
805, ow Russia  30%

Georgia  20%

0%

T0%, orw Russia  70%
Ukraine 20%
Germany 10%
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l ANNEX-? ]

Profile of Model Enterprise (11i Team)

Yerevan Faclory of

Item ALCON Teehaodogical TECHNOIMPEX
Equipment (YITE)
{1) Full name of Avelisyan Gagik Babajanyan Arman
mlcmm ce Dmc!or D:rc::tnr

{2) Name of Prcsmml

(3) Business line

(4) History of enterprisc
Established:
Pl lvalmd

(i) Owncrsh1p 0[
cmcrpnsc

(6) Paid-up capual
(7) Numbu of meloyccs
(8) Main sharcholders

(9) Financia! condition
Actual period
Sales-Nct
Profit before Tax

Total
Sales-Net
Pmﬁ{ hel'ore lax

(lD)Pnncnpal buyels o[
product
{ycarly average 1996-
1997)
Domestic
Export

(11YSource of procurcmcnt
Domestic
Import

A M mlv\akannn

Aluminum wmdcwi v./
doors/shop window,
Kiosk

In 1997

!n 1997

(Opentype)

45 (1993)

Al Mnalsakaman
80%

G Mnatsakanian
20%

May-Dec., 1998
AMD 121.4 min.
AMD 259.7 min.

100%

100%, ow

ltaly 50%
" Greece 50%

Joint q!ock comp'm)

A Mmmkmmn

Mould, dic, metal
furniture

In 1949
ln 1996

Joml stmk company
(Opm l}pc)

94 (l998 plan)

A Mnatsakanian
73.44%
G.Mnatsakanian
15.47%

Others

11.09%

Jap.-Dec., 1998
AMD 55.8. min.
AMD -20.6 mln

R R

AMD 216.9 min. (US$ 433.8 thou.)
AMD 2293 min. (US$ 458.6 thow.) o'w Gross Sales Pecdit ADM 22.9 min.

52%

48%, ow
Russia 38%
Kazakhstan 62%

95%
5% (Greece)

A Mnatsakanian

Rolling shutiers

P;q.r.m“ership N
AMD 12938 mln (US$ 258.8 thous. )

A Mnatsakanian

85%
YFTE
15%

Jan.-Sept., 1998
AMD 39.7 mIn.
AMD 0.2 min.

100%
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Report on Impediments to Doing Business in RA.  TARA-ARMENIA —4/97
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Schoal Improvement Program  1/1998
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Strategy for Reform of General Education System.
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