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Summary of the Report

This report is divided into four (4) chapters. Chapter 1 describes the background information of the Project, the
Small and Medium Entrepreneurship Development National Center (SMEDNC) and other related information.
Chapter 2 explains the Project’s inputs, process, and structure. Chapter 3 describes the achievements that have
been made so far. Chapter 4 reports on the lessons learned and recommendation from the Project activities.

A summary of this report is presented in the Armenian language in Annex 1.

(1) Outline of the Project

The Project for “Development of Local Production and Promotion of Local Brands Phase 2 (the Project)” has
been implemented for three (3) years from July 2016 to July 2019, followed on the Project for “Development of
Local Production and Promotion of Local Brands (the Project Phase 1)” as a Japanese technical cooperation
project with SMEDNC.

The Project intends for SMEDNC and Business Development Service (BDS) providers to apply the Advanced
One Village One Product (OVOP) method to strengthen the competitiveness of local small and medium enterprise
(SME) in both domestic and international markets, which, in turn, lead to local economic development. The

components and structure of the Project is summarized in Figure 1.

Figure 1. Image of the Project implementation process



(2) The main outputs and achievements of the Project

The main results of the Project are as follows:

The Project developed the Advanced OVOP method, utilized the achievements of the Project Phase 1, and
developed several materials.

The Project conducted the Training of Trainers (ToT) program for 21 SMEDNC staff and 24 Business
Development Service (BDS) providers, such as management consultants, so that they can apply Advanced
OVOP method for local SMEs.

Trainers introduced Advanced OVOP method to entrepreneurs (160 participants in the training program
coordinated by the Project and 640 participants of the training program coordinated by other donors). In
addition, trainers introduced the method to existing local SMEs. On the consequence, 134! SMEs have been
applying the method to strengthen their business operations.

Selected SME:s participated in international trade fairs for export promotion. SMEDNC staff supported them
in Armenian products promotion and their business matching ventures. After participation, exhibitors
continued to develop/improve their products, continues to negotiate with overseas buyers and identify new
external markets, and participated in other trade fairs. In addition, SMEDNC applied these experiences to
other trade fairs. In total, 83 SMEs realized export promotion, utilizing the method.

Utilizing the Advance OVOP method, local tourism promotion is being developed through (i) the promotion
of start-ups and the improvement of local tourism businesses (28 tourism business that had participated in the
training session in the 1% term was inaugurated®), and (ii) the promotion of new tourism tour products that
facilitate the use of local businesses by foreign tourists. As a consequence, 20 newly developed tourism tour
products were introduced to Japanese market. In addition, training to improve the service quality of Bed and
Breakfast (B&B) were implemented.

Marketing platforms, developed by the Project Phase 1, which are places/measures set up to promote local
products that reflect the opinions of consumers, continue to be used. A new type of platforms has been
developed; (i) “International event-type platform’™: The Project coordinated participation in three (3) trade
fairs, including tourism exposition. In addition, SMEDNC, collaborating with other donors, supported local
SMES to participate in eight (8) trade fairs so that local SMEs can develop/improve local products reflecting
the costumers’ opinion in target market. (i) “Multiple-type platform”: SMEDNC, with the support of the
European Union (EU), has started to construct the Road Side Station (RSS) in Lori region, and it is expected
to provide opportunities for local SMEs to sell local products and introduce local tourism products. The
Project provided technical support in the development of operation manual of the RSS.

SMEDNC strengthened its monitoring mechanisms to monitor local SMEs and compiled a list of good

! 52 locals SMEs which apply the Advanced OVOP method (confirmed by the end-line survey), 77 SMEs which participated
in international trade fair by the support of the SMEDNC, applying the method and 5 tourism agencies which participated in
Tourism EXPO Japan 2018.

2 6 SMEs participated in trade fairs under coordination of the Project. In addition, 77 SMEs participated in trade fairs under
support of SMEDNC, as mentioned above.

3 In addition, for five (5) entrepreneurs in the tourism sector, loans guaranteed by the SMEDNC will be disbursed.
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practices of local SMEs. Some of them are presented in “OVOP Success Stories”.

Figure 2. Some example of newly developed products utilizing the Advanced OVOP method

Through implementation of the Project, new local products were developed and some of them have already
been introduced or exported to international market (Figure 2). SMEDNC stuff has learnt how to apply the
Advanced OVOP method. It is expected that the SMEDNC sustainably apply it for local SME development.

(3) Recommendations and lessons learned
Through the implementation of the Project, the following lessons have been learned.

The Advanced OVOP method is effective in strengthening the competitiveness of local SMEs.

®  On-site customized training, coaching and follow-up processes are effective.
®  The improvement of quality control and marketing is essential to competing in international markets.
® Participation in international trade fairs is effective if it is accompanied by a capacity development

program for exhibitors.
® [ ocal tourism promotion, along with product development is effective, in producing a synergy effect.
®  The development of a continuous marketing platform is useful for local SMEs.
The recommendations for reinforcing the sustainability of the Project’s effects are noted below, in terms of (i)
knowledge diffusion and (ii) reinforcement of OVOP method implementation.
Strengthen the capacity of SMEDNC staff and BDS providers.

®  Strengthen the ownership of local SMEs.
®  Provide continuous support to the promotion of exports with a selection of target markets.
®  Accelerate the integration of local product development and in-bound tourism promotion.

The summary in Armenian is attached to Annex 1.



1. Background and outline of the Project

11.  Background of the Project

Since gaining independence in 1991, Armenia has achieved steady economic growth, that is largely due to
market economy reforms. However, regional disparities between urban and rural areas have increased. About 40%
of the Gross Domestic Product (GDP) is concentrated in the capital city Yerevan. The poverty rate in rural areas
has risen, most notably since the 2008 Global Financial Crisis. Under such circumstances, a series of technical
cooperation schemes to contribute to regional development have been implemented. These schemes are based on
the basic policy of Official Development Assistance (ODA) Program of the Government of Japan to Armenia
namely "Achieving balanced and sustainable economic growth" and in the priority fields "Improvement of
institutions and infrastructure for economic growth and regional development".

Thus, “The Project for Development of Local Production and Promotion of Local Brands (the Project
Phase 1)” was implemented from March 2013 up to February 2016.

The Project phase 1 was mainly concerned with strengthening domestic marketing capabilities of local SMEs
by utilizing the OVOP method, to be described later.

Due to the limited scale of the domestic market, with a population of 2.9 million®, it is indispensable for local
economic development to strengthen the competitiveness of local SMEs in both domestic and international
markets by challenging advanced tasks such as the export promotion of local products and in-bound tourism
promotion in some regions. Therefore, the Project on Development for Local Production and Promotion of
Local Brands Phase 2 (the Project) was planned and implemented from July 2016 until July 2019, expanding the
achievements of the Project Phase 1 (Figure 3).

Revitalizing
local economy

Phase 2:

Chal lenging
advanced tasks
(export & in-
Phase 1: bound foreign
tourism
Strengthening promotion
of domestic etc.)
marketing by
OVOP methods

Figure 3. The relationship between the Project phase 1 and phase 2

4 As 0f2017 (source: United Nations Population Fund)



12.  Outline of the Project

The Project implementation period is from July 2016 to July 2019 (for a period of three years). The Project was
implemented by SMEDNC under the Ministry of Economic Development and Investment on the Armenian side,
with technical cooperation of the Japan International Cooperation Agency (JICA).

The Project aims to strengthen the competitiveness of local SMEs in domestic and international markets
through the capacity development of SMEDNC staff and private BDS providers. This is to be done by applying
the Armenian Advanced OVOP method. The development and promotion of local products and local brands are
expected to accelerate and lead to local economic revitalization.

The Project was implemented with two terms:
®  First term: from July 2016 to June 2017.
®  Second term: from July 2017 to July 2019.

13.  Project Design Matrix
The outline of the Project is described in the Project Design Matrix (PDM, version 0), as an annex of the Record
of Discussion (R/D), which was signed on 5 February 2016 between SMEDNC and JICA.
The PDM was amended and confirmed by the Minutes of Meeting, which was signed on 25 September 2017
between the SMEDNC and JICA.

The outline of the amended PDM is as follows;



Table 1. Outline of the PDM of the Project (version 1)

Items Description
Beneficiaries Ultimate beneficiaries: SMEs in 10 regions
Beneficiaries: SMEDNC
Period of Project July 2016 to July 2019
Project site 10 regions of Armenia
Overall goal Armenian OVOP movement promoted by SMEDNC contributes to local economic development of
the country.
Project purpose Armenian OVOP movement promoted by SMEDNC contributes to improving the competitiveness of
the local SMEs and entrepreneurs in both national and international markets, including Japanese,
European and/or neighbouring countries' markets.
Outputs 1. The technical capacity of SMEDNC experts and BDS (business development service) providers is
further developed in terms of wide application of “Advanced”” Armenian OVOP method.
2. The technical capacity of local SMEs and entrepreneurs is developed.
3. The export of Armenian local products is promoted for international markets, including Japanese,
European and/or neighbouring countries' markets.
4. Tourism in OVOP pilot area is promoted for both domestic and foreign tourists, including the
Japanese tourists.
5. Marketing platform, including a roadside station, work for local business development.
6. The roject activities on Armenian OVOP movement are monitored, and the lessons learned from
the activities are used for local SME development.
Activities -1. The project team upgrades Armenian OVOP method

1-3.

2-1.

2-2.

3-1.
32,
33,
34.
4-1.
42,
43,

5-1.

6-1.
6-2.
6-3.

. The Project team plans the ToT (training of trainers) on “Advanced” Armenian OVOP method,

adding new kaizen tools.
The Project team provides SMEDNC and BDS providers with the ToT on “Advanced” Armenian
OVOP method.

Armenian local businesses, which have already participated in Armenian OVOP activities
promoted by the Project Phasel, improve their management and products.

Newly 200 entreprencurs (20 persons x 10 regions) participate in the start-up training,
incorporating Armenian OVOP method.

. SMEDNC applies various tools of “Advanced” Armenian OVOP method for the growth of local

SMEs.
Armenian local businesses, which have already participated in Armenian OVOP activities
promoted by the Project Phasel, improve their management and products.
The Project team promotes business matching between Armenian SMEs and the Japanese
enterprises and markets.
The project team facilitates the participation of SMEs in international trade fairs.
SMEDNC staff and Armenian business owners participate in the training courses in Japan.
The Project team develops the tourism products (catalogues of B&B, informational materials,
touristic places, etc.).
SMEDNC provides local SMEs and entrepreneurs, with technical and financial assistance to
improve services.
The project team promotes Armenian tourism products to Japanese and/or European tourism
agencies and consumers.
The Project team reinforces the marketing platforms developed by the Project Phasel, adding new
practices.

. SMEDNC develop new practices of the marketing platform, with the technical assistance of the

JICA experts’ team.

SMEDNC monitors the project activities, which shall be announced widely by mass media.
SMEDNC elaborates the quarterly progress reports, with the assistance of the JICA expert team.
SMEDNC applies the lessons learned from the project activities in different works for SME
development.




14.  Armenian OVOP concept and Advanced OVOP method
141.  Armenian OVOP concept
OVOP is a local economic development initiative developed in Japan that has been applied in different
countries. It intends to minimize the gap between rural and urban areas in terms of economic development, and to
promote territorial development based on the local people’s ownership.
The Armenian OVOP concept, which was developed in the Project Phase 1, is defined as “an integrated
effort to promote the local economy, small enterprises, products and services in a coordinated manner, by

utilizing local resources and culture” as illustrated in the Figure 4.

Competitive regions

Welfare in the region

Intercommunity coordination

Communities with competitive SMEs
Competitive and cooperative villages

Rural developed based on not only agriculture
Local people’s ownership for local development

Competitive enterprises (SMEs)

Cultural and social resources Competitive products and services

[ Cultural heritages Specific product for each of the regions

L] History - Worldwide known local products and brands
(] Regional identity Improved quality competitiveness

Products accepted by the intemational market

Figure 4. The Armenian OVOP concept
The catchwords “Touch the Culture, Feel the Nature and Taste the Tradition” and logomark (Figure 5) have

also been used to express the Armenian OVOP concept. The catchwords emphasize the development of SMEs

and competitive products and services that are accepted by the international market.

Figure 5. Logomark of Armenian OVOP



142.  Advanced OVOPmethod

Advanced Armenian OVOP method is defined in the PDM as consisting of (i) marketing platform® operation,
including roadside station, (ii) knowledge of the international market’s demands on Armenian products, including
basic knowledge of food packaging and standard, and (iii) tourism promotion methods, besides the basic OVOP
method that includes branding, merchandizing and kaizen. The Advanced OVOP method, that has been
developed based on the OVOP method introduced by the Project Phase 1, is a core element of the Project. Its
principle goal is to strengthen the competitiveness of local SMEs in both the domestic and international markets,
with the support of the SMEDNC staff and BDS providers who are familiar with the method.

The Project has developed this method, emphasizing marketing strategy and quality management, including
food hygiene management. The method is comprised of two (2) levels; basic and advance level. The method of
basic level can be applied mainly by entrepreneurs who wish to start new businesses, and that of advanced level

was developed for SMEs which intends to export their products and others (Figure 6).

Figure 6. The framework of the Advanced OVOP Methods

15.  Basicinformation on the SME and SME policy in Armenia
In this section, basic information on Armenia’s SME policy and their major industry sectors (food processing

and tourism industries) will be described.

151.  Outline of the SMEs and related policies in Armenia

In Armenia, the Law on State Support of Small and Medium Entrepreneurship (“the Law”) was enacted based
on the bases of “Concept for SME Development Policy and Strategy in Armenia” which had been enacted in 2000.
Based on the Law, consistent SME policies have subsequently been implemented. The SMEDNC is the

implementation agency.

5 Marketing platform is defined as mechanism to grasp customers’ preferences and needs to improve and develop products/service.
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SME policies have mainly been aimed at quantitatively expanding the SME sector (such as increasing the
number of start-ups). However, in recent years, the focus has shifted onto moves on strengthening competitiveness
through management innovation. "Small and Medium Enterprise Development Strategy 2016 - 2018" aims to
develop a competitive environment through the dissemination of managerial knowledge, innovation, and
improvement of financial access, among others. This is consistent with the direction of the Project’s policy,
namely, strengthening the competitiveness of local SMEs in domestic and foreign markets.

The definition of SMEs as based on the Law is shown in the table 2.

Table 2. Definition of SME in Armenia
Number of Sales amount Total asset value
workers
Microenterprises Under 10 Under AMD 100 million Under AMD 100 million
Small enterprises Under 50 Under AMD 500 million Under AMD 500 million
Medium enterprises Under 250 Under AMD 1 billion Under AMD 1.5 billion

(Source) National Strategy of Small and Medium Entrepreneurship Development

The number of formally registered SMEs in 2016 was about 80,000. This demonstrates an increase of 3,000
firms when compared with 2012. The next table shows the characteristics of Armenian SMEs.

Table 3. Characteristics of SMEs in Armenia

Proportion of SMEsin | SMEs constitute 98% of all registered and functioning legal entities.

all entities Microenterprises represent 92% of all SMEs®.
Location Half of all SMEs are established in the capital city Yerevan.
Industry types Nearly 60% of SMEs are engaged in retail and wholesale trade, with only 8.8%

engaged in processed manufacturing (39.2% in the food sector).

Effect on employment | In 2016, around 302,000 people were employed by SMEs (constituting 1/4 of total
by SMEs employment).

SMEs play a significant employment role, especially in construction,
accommodation, and food services.

(Source) http://mineconomy.am/en/449

As shown in the table above, the food processing and tourism industries play an important role in the Armenian
SMEs sector. Both industries are mainly targeted toward domestic and neighboring markets (see Figure 7). The
main destination of exports is Russia and Georgia, while their relationship with other developed economic markets
is still weak. Therefore, it is desirable to promote economic growth by strengthening the international
competitiveness of Armenian SMEs in order to promote export to diversified markets, which the Project

endeavors to do.

¢ This number is sourced from the 2012 data; other data presented in this table is from 2016.
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Figure 7. Main export countries of Armenian processed food and beverages (2011)
(Source) Food Processing Sector in Armenia (2013) Ameria Group

152.  Outline of the food processing industry in Armenia

The biggest market of the Armenia food processing industry is domestic. In particular, the baking and milling
industry exclusively targets the domestic market. Furthermore, large amounts of processed vegetables, fruits, and
dairy products are exported to Russian and Georgian markets. There are but a few products that are destined for
the European, American, and Asian markets.

Ararat and Armavir regions are the main areas wherein processed vegetables and fiuits are produced. Both
regions account for 90% of tomato production, 80% of cucumber production, and 30% of cabbage production,
owing to their abundance of raw materials. As shown in Figure 8, the production volume of canned and bottled

processed vegetables and fiuits is steady.

Figure 8. Production volume of bottled processed products in Armenia (tons)
(Source) Market Research 2017 by Economic Research Development Support Center
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Ararat and Armavir regions are also famous for their dried fruits production from ancient times. In addition to
those regions, in Meghri town in the Syunik region, the production of dried peaches, apricots, figs, persimmon,
and nuts is also popular. The demand for domestic consumption of dried fruits is traditionally high, according to
market survey conducted in the Project Phase 1 in 2014: 86.5% of the 200 households in Yerevan consume dried
apricot, and 68.0% consume dried plum. Armenian dried fiuits are also exported to Russia.

With the regard to dairy products, cheese making has flourished since ancient times. Due to the influence
caused by the independence from the Soviet Union, it was said that approximately 95% of the production volume
was lost once. However, the production volume has been recovered thanks to more than 100 corporate cheese
producers working nationwide. Many dairy products are consumed in the domestic market with some being

exported to Russia. Some of the 32 types of cheese in Armenia are shown below.

Chanakh Tashir

Gladzor Lori Chechil
Figure 9. Typical Armenian cheese

(Source) CARD website

Wine production has been popular since ancient times in Armenia. Areni village in Vayots Dzor region is said to

be the oldest wine production site in the world. However, the production scale has declined drastically (Figure 10).

Reduction by
a temperance movement under
Perestroika in the USSR

Reduction by privatization of
wine factories

Figure 10. Wine production in Armenia (1million liter)
(Source) Data from the National Statistical Committee
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A survey was conducted with 200 citizens in Yerevan on their wine taste preferences in 2014 under the Project
Phase 1. It showed that the preference for dry red wine is still limited, and many generations tend to prefer sweet
wine. In the domestic alcoholic beverages market, the consumption of vodka and beer is high, when compared
with wine consumption. This may be one reason why the wine industry has not expanded.

About two-thirds of Armenian wine is for the domestic market, and exports count for one-third of the total
production. The top three export destinations in 2016 were (1) Russia, (2) the United States, and (3) Lithuania. The
exports to Russia amounted to about USD 4.5 million, which is 13 times the export value to the United States.

Exports are thus concentrated on Russia.

153.  Basicinformation on the Armenian tourism industry

Armenia is the first Christian country and has with several ancient tourist assets, such as the oldest shoes and
winery ruins in the world. Historical heritage sites that contribute to tourism development are abundant nationwide.
Armenia is also home to the Guinness-certified longest cable car’, and there are many scenic views in the Lesser
Caucasus.

The tourism industry is relatively accessible to businesses such as bed and breakfast (B&B) and restaurants.
SMEDNC emphasizes the development of this sector for reginal economic development. As described below, the
proportion of tourism in Armenia's economy and employment has increased recently, and the importance of the

tourism industry is also increasing,

Figure 11. Proportion of the tourism industry in the GDP and employment
(Source) World travel and tourism council (2018) Economic Impact Armenia 2018
As mentioned above, tourism development is progressing. However, it is still under development and may not
be fully utilizing all of the possible tourist resources and potential.
®  In the World Economic Forum's Tourism Competitiveness Ranking (2017), Armenia was in the 84® place

ranking, lower than its neighboring countries. For example, Georgia occupies the 70" place.

7 Longest non-stop double track cable car- Wing of Tatev (registered in 2010 to Guinness World Record)
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®  Most foreign tourists come from Russia and Georgia. Tourists from Western Europe and the United States
account for 10% of the total and most of them are families who live in a foreign country. The diversification
of tourists has not yet progressed.
Considering the current situation, it is important to incorporate tourism demand from various foreign countries,

so that the tourism industry can contribute further to economic and social development.

154.  SME finances in Armenia®

Information on the status of SME finance will be outlined here. Banks, credit organizations, insurance
companies and so on are the primary financial institutions under the jurisdiction of the Central Bank of Armenia,
of which 90% of all assets are accounted for by commercial banks. As of 2016, there are 20 commercial banks and
32 credit organizations. In recent years, the bank deposit balance and loan execution amounts have been increasing
annually.

90% of Armenian SMEs have current accounts or ordinary deposits of commercial banks. However, many do
not use commercial bank loans, due to complicated loan application procedures, high interest rates and so on. Thus,

the SMEDNC supports the financial access of SMEs by providing credit guarantee’.

1.6.  Basicinformation of the SMEDNC

SMEDNC was founded in March 2002 as the executing agency of the national annual SME support policies. It
is administered by a board of trustees, including the head of the Ministry of Economic Development and
Investment.

As shown in the figure 12, SMEDNC has been supporting more than 10,000 companies each year. From 2013
to 2015, because of increasing support from international and foreign organizations, it has increased its number of
service provisions, such as start-up support and credit guarantees, among others.

By region, the most SMEs receiving support from SMEDNC are concentrated in Lori (data from 2017),
because it is where the Project for Strengthening Regional Small Business Capacity of the European Union (EU)
is being implemented (to be described later). Yerevan has a low number of supported SMEs because the mission
of the SMEDNC is to firstly support local SMEs. Thus, the SMEDNC has paid attention to the OVOP movement
in Japan and tried to introduce it as an instrument of local SME development through technical cooperation of

JICA.

8 European Investment Bank (2016) Armenia Neighborhood SME Financing
® The outline of credit guarantee of the SMEDNC is described in the Table 4 (in the job of Financial Support Department)
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Figure 12. Number of SMEs supported by SMEDNC
(Left: each year, Right: 2017 by region)

(Source) Edited by the Project based on the information in SMEDNC website

The job description of the main department (before reorganization) of the SMEDNC is shown in Table 4 and
the organizational structure until March 2019 is shown in Figure 13. SMEDNC launched the "Product Promotion
and Internationalization Department" in March 2018, noting the importance of sustainability in the Project’s output
with respect to the effective exhibition of local products in international trade fairs- one of the instruments used in
the Advanced OVOP method. This department is mainly responsible for exhibition support in international trade

fairs of Armenian SMEs and its respective capacity development

Table 4. Job description summary of the departments of SMEDNC (until March 2019)

International Cooperation Coordination with international organizations and foreign cooperating
Department agencies and promoting trade and investment as a support organization for
the Enterprise Europe Network (EEN)'°.
Information, Consulting and Provision of legal information (legislative amendments), application of
Training Support Programs innovations and new technologies, business contacts, attraction and
Department management of financial resources, licensing, standardisation and
providing companies with consultancy services

Product Promotion and Provision of support for SMEs to participate in international trade fairs for

internationalization Department | export promotion and capacity development

Financial Support Department Management of guarantees for loans provided by seven (7) financial
institutions (maximum amount of AMD 15 million, up to 70% of principal
of the loan). SMEs can receive a loan with a 10% annual interest rate,
which is considerably low when compared to the 24 - 35 % of annual
interest rates without guarantee.

Analysis Development . . . .

e Incorporating analysis of economic potential.

Monitoring and Control Lo

Department Monitoring the support programs of SMEDNC, and the status of SMEs

10 EEN, which was established by European Union in 2008, networks various business support organizations such as
Chambers of Commerce located in different European cities. Today not only European organizations but also the other regions’
600 entities, including a Japanese organization, participate in EEN. SMEDNC puts on Armenian SMEs which want to export
the products at EEN’s database to facilitate business matching. (http://een.ec.europa.ew)
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Figure 13. The organizational structure of the SMEDNC (until March 2019)

In April 2019, the Government of Armenia realized a reform of governmental agencies and national foundations.

The SMEDNC also reformed its structure as figure 14. Some functions of Business Armenia, such as supporting

exhibitions in international trade fairs, will be transferred to the SMEDNC.

Although it is under the function of reorganizing each division, the role of the Product Promotion and

Internationalization Department will be transferred to the Internationalization Programs Division.
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Figure 14. The organizational structure of the SMEDNC (from April 2019)

15



The functions to be served by SMEDNC’ departments in new structure are noted below, though the definition

of such functions has not been finalized yet.

® Internationalization programs division: Besides its conventional roles, including coordination with
international organizations and foreign agencies, the division should promote the export by providing
assistance for the participation of SMEs in trade fairs.

®  Consulting support programs division: The division should provide SMEs with legal information, new
administrative and technological information, business matching services, consultancy services.

® Fund razing division: The division should raise funds which is required for SMEDNC’s operation, by
collaborating with the other entities.

® Financial support programs division : The division should (i) manage guarantees for loans provided by
seven (7) financial institutions (maximum amount of AMD 15 million, up to 70% of principal of the loan),

and (ii) monitor the beneficiaries (enterprises and entrepreneurs).

1.7.  Information of related Armenian institutions related to the Project

This section gives information on the Armenian institutions with which the Project collaborated

171.  Food Safety Inspection Body (former State Service for Food Safety)

The Food Safety Inspection Body (FSIB) under the Government of Armenia, which was reorganized from the
State Service for Food Safety (SSFS), is responsible for food quarantine and food safety inspection. The tasks of
FSIB include (i) the management standards for slaughterhouses; (ii) the approval of food transport vehicles; (iii)
food quarantine at borders; (iv) capacity development for food inspection; (v) crisis management for food
sanitation; (vi) elaboration and renewal of food safety data base; and (vii) the promotion of HACCP (Hazard
Analysis Critical Control Point).

The Project is engaged in the development of local SMEs in manufacturing sector for export promotion of local
products, including processed foods and beverages, as well as the tourism sector such as bed and breakfast (B&B)
and restaurants. Therefore, a collaboration with FSIB is quite important.

For the sustainable cooperation between the SMEDNC and the SSFS/FSIB, the Minutes of Understanding
(MoU) on the collaboration for food safety was signed by both parties in August 2018. Under the agreement, the
following activities were realized;

®  The elaboration of video materials and complementary training materials

®  The implementation of ToT on food hygiene control for SMEDNC staff

16



Signing on MoU between SMEDNC and SSFS for collaboration on food hygiene management

1.72.  The State Tourism Committee and the Armenia Tourism Development Foundation'!

The State Tourism Committee (STC), under the Ministry of Economic Development and Investment, is
responsible for the development and implementation of tourism-related policies. The Armenia Tourism
Development Fund (ATDF) was the implementing body for tourism promotion policy and programs.

The Project realized collaborations with these institutions for the effective implementation of the Project
following;

®  Participation in stakeholders’ committee meetings held by the STC with other donors to present the
Project’s activities, the Advanced OVOP method, the RSS development plan, and others.

®  (Collaboration to develop tourism promotion material targeted to Japanese tourists and the
implementation of training on how to effectively develop these materials.

® (Collaboration in participating in Tourism EXPO Japan 2018.

Regarding Tourism EXPO Japan 2018, the SMEDNC, the STC and the ATDF signed the MoU in July 2018 to
confirm (i) the collaboration of the three (3) bodies to prepare and present in Tourism EXPO Japan 2018, (ii) the
cost-sharing for the exhibition, and (iii) the support participation of local tour agencies for business matching with
Japanese agencies.

The STC and the ATDF jointly contributed approximately AMD 3 million from their annual budget for
Tourism EXPO Japan 2018. This amount represents approximately 27% of the total expenditure for the rented

space and its design and construction.

Signing on MoU among SMEDNC, STC and ATDF for collaboration on Tourism EXPO Japan 2018

'l The ATDF is currently in the process of liquidation.
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1.73.  The Vine and Wine Foundation for Armenia (VWFA)

The VWFA is a national foundation under the Ministry of Agriculture for the efficient and coordinated
development of the wine sector.

The VWFA collaborated with Tourism EXPO Japan 2018 for the promotion of wine tourism in Armenia,

aiming to create a synergy effect between local product and local tourism development.

Armenian wine tourism promotion in Tourism EXPO Japan 2018

174.  TheArmenian B&B Development Association
The Armenian B&B Development Association is a private institution. Its objectives are to promote tourism, to
ensure the best hospitality and comfort for its clientele.
The Project collaborated with the association to implement the following activities;
Provision of technical advice for the association staff on effective tourism promotion
Development of the B&B guidebook entitled “Hospitable Armenia”
Implementation of training for B&B owners and association staff on the Advanced OVOP method (tourism

development and food hygiene management).

1.75.  Business Armenia”

Business Armenia (the rebranded Development Foundation of Armenia: DFA) has the objective of enhancing
Armenia’s rating and competitiveness, attract investments and promote exports. With the aim to promoting
exports, Business Armenia contributes to the recognition that Armenian products enjoy abroad, as well as to the
increase in export volumes and market diversification. SMEDNC, under collaboration with Business Armenia,
supported local SMEs to participating in international trade fairs, such as SIAL Paris 2018, applying Advanced
OVOP method.

1.76.  The Embassy of Armenia in Japan
Embassies in overseas countries can play an important role in national products/tourism promotion. The Project

developed a strong relationship with the Embassy of Armenia in Japan and connected it to the SMEDNC. The

12 Business Armenia was dissolved, and the support function of international trade fairs participation is to be transferred to the SMEDNC.
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following activities were realized through the collaboration with the Embassy.

>

Participation in the event “Christmas in the World” (December 2016, in Yokohama, Japan), as an
event-type of marketing platform.

Participation in the event “Armenian Cultural Week” (May 2017, in Tokyo, Japan), as an event-type
of marketing platform.

Participation in FOODEX Japan 2018 (March 2018, in Chiba, Japan).

Armenian tourism presentation and business matching, through participating in Tourism EXPO Japan
2018 (September 2018, in Tokyo, Japan).

Presentation given by the Ambassador of Armenia at the event for introducing Armenian tourism in a
travel café. (September 2018, in Tokyo, Japan).

Discussion among the Ambassador of Armenia to Japan and the SMEDNC Executive Director and

its staff (at the opportunities in training courses in Japan and when the Ambassador’s returning home).

Presentation of Armenia Discussion between SMEDNC and Embassy

by Ambassador of Armenia to Japan

1.7.7.  Armenian community in Singapore

It is estimated that the total Armenian population living worldwide is 11 million. Of those, approximately 3

million live in Armenia, which means that around 8 million live outside Armenia.

The Project participated in international trade fairs in Singapore (FHA 2018), and because of the lack of an

Armenian embassy there, the Project requested a collaboration with the local Armenian community. Some

representatives of Armenian enterprises in Singapore provided technical support, lectures on market characteristics

in South East Asian countries, and business matching support with buyers from Singapore and neighbouring

countries. The collaboration with the Armenian community was quite effective in facilitating the

internationalisation of local SMEs.

18.  Information on related programs and projects implemented by other international cooperation activities

In this section, the main cooperation projects and programs executed by other donors related to the development

of SMEs are outlined. Since the Project Phase 1, collaborative activities have been carried out with other donors.

In the Project, collaboration with other donors is being strengthened.
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1.8.1. European Union (EU)

The following initiatives related to SME development are supported by the EU.

1

@

©)

The EU Framework Program for Research and Innovation HORIZON 2020 (H2020) applies to
Armenia and other Eastern European countries. The instrument is targeted at research-intensive SMEs to
stimulate their level of innovation®,

The Support to SME development in Armenia Project is co-funded by the EU and the German Federal

Ministry for Economic Cooperation and Development and is implemented by GIZ with a budget equivalent

to EUR 6.4 million. It supports the improvement of the business environment and investment climate for

SMEs in Armenia by strengthening the private sector, the SME coordination mechanism, and the link

between research and economy, in addition to providing the SMEs with access to financing options'“.

Boosting competitiveness of regional SMEs Project has been implemented under the Pilot Regional

Development Program Grant Scheme of the EU, with a budget equivalent to EUR 1.6 million from 2016 for

two years. The overall objective of the Project is to boost the competitiveness of the regional SMEs and

create sustainable employment opportunities in Lori, Syunik and Armavir region. This project has three
components:

>  “Business Related Infrastructure Development”- The establishment of business-enabling infrastructure
-Road Side Station (RSS) - marketing platforms for local products and services in Lori region.

»  Entrepreneurship Development- Building the entrepreneurial capacities of active local youth, especially
female entrepreneurship, as well as capacity building for local authorities and local business service
providers.

» Employment Promotion- A series of sector-specific and general business trainings sessions for
unemployed adults and sub-grants for companies that will provide employment and organization of job

fairs.

The Project realized collaboration with this EU Project through the following activities:

The Project provided technical assistance so that the aforementioned RSS could be operated effectively. This
includes technical advice to elaborate operational guideline, participation in the technical committee of the
RSS plan and provision of opportunities to learn the operations of several RSSs in Japan during the training
courses in Japan (see 3.6.2)".

The Project introduced the Armenian OVOP concept to more than 60 local stakeholders (local government
officers, community leaders, and local SMEs) in Lori, Syunik and Armavir regions, collaborating with the
EU Project, so that the Advanced OVOP methods may be diffused.

13 http://eenarmenia.am/en/content/horizon2020/
14 https://eeas.europa.ewheadquarters/headquarters-homepage/ 1 1299/support-sme-development-armenia_nl
15 The SMEDNC issued a tender for the construction of the RSS in Ghursali village, Lori region in August 2018. The

construction is expected to complete in June 2019 and the RSS is expected to inaugurate in October 2019.
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Construction site of RSS Workshop with local stakeholders

1.8.2.  Austrian Development Agency (ADA)
The ADA, established by the Government of Austria as an implementation body of the Austrian Development
Cooperation programs, has been implementing the Organic Agriculture Support Initiative (OASI) Project in
Armenia since 2016. This project aims to increase the added value of Armenian organic products and assist in the
organizational strengthening of relevant public and private institutions to attain higher operational efficiencies. The
project has a budget equivalent to EUR 3.3 million for a period of three (3) years.
The Project has collaborated with the ADA on supporting local SMEs as per the following;

®  Presentation of the Advanced OVOP method as a possible tool for local SME development to representatives
of the ADA in Armenia and OASI project officers.

®  Provision of preparatory technical training on the Advanced OVOP method for exhibitors (mostly natural
and organic food processing companies) at the “Middle East Organic & Natural Products Expo” held in 2017
and 2018 in Dubai, the United Arab Emirates. (12 local SMEs participated in December 2017 and nine (9)
SMEs in November 2018).

®  Provision of training in the EXPO venue for exhibitors on effective communication and business matching
skills and monitoring, by the Project local coordinator'®.

The Advanced OVOP method was appreciated by ADA, as an effective tool for participating in international
trade fairs. The ADA, with the SMEDNC, utilized the method for participants in other trade fairs (see 3.4.4).

On- site training in the venue of EXPO (2017) Preparational training (2018)

16 The OASI Project covered the expenditure for his trip, except for per diem.
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1.8.3.  Programma Uitzending Managers (PUM) of the Netherlands
PUM is a non-profit organization established by the Dutch Employers’ Federation, with financial support from

the Netherlands Ministry of Foreign Affairs. It supports entrepreneurs in developing countries and emerging
markets by dispatching senior experts, each of whom has at least 30 years of experience in their respective areas of
expertise. Since 2009, PUM has assisted the SMDNC in employment generation and tourism promotion.

The Project realized a collaboration with PUM in the following activities, under the coordination of the
SMEDNC;

Start-up training on export-oriented entrepreneur promotion in Armavir and Ararat Region.

®  Start-up training focusing on food hygiene management in seven regions!’.
® In-site consulting for local food processing SMEs in Lori region by JICA and PUM experts.
®  Seminar in Yerevan on food hygiene management by JICA and PUM experts.

On-site consulting Seminar in Yerevan

1.84. Deutsche Gesellschaft fiir Internationale Zusammenarbeit (GIZ)

The German Federal Enterprise for International Cooperation -Deutsche Gesellschaft fiir Internationale
Zusammenarbeit (GIZ) cooperates closely with the SMEDNC on the development of SMEs.

It is important to note that several methods applied by the SMEDNC, including Participatory Appraisal of
Competitive Advantage (PACA) and the Competency Based Economies Formation of Enterprise (CEFE), were
originally developed through German technical cooperation. The Advanced OVOP methods utilized by the

Project combines elements of the CEFE method for entrepreneurs.

1.8.5.  United States Agency for International Development (USAID)

The Partnership for Rural Prosperity (PRP) program implemented by the USAID from 2013 until 2018
promoted rural economic development in Armenia. The PRP seeks to help rural communities in identifying local
economic growth opportunities, improving employment prospects for women, youth, and vulnerable groups,
facilitating infrastructure upgrades, and improving access to finance and markets. The salaries of some SMEDNC

staff were disbursed by this project. The program consists of the following two components:

17" Ararat, Armavir, Gegharkunik, Tavush, Syunik, Lori and Shirak
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® Community development, which includes analytical studies to assess economic potential on a village level
and training for local entrepreneurs, among others.
®  Reconstruction of local infrastructure for local economic development.
The Project Phase 1 has realized joint activities with the PRP program in some regions, such as Vedi town in

Ararat region.

1.8.6. World Bank

The World Bank has been implementing the “Local Economy and Infrastructure Development Project” since
2015, with a total project cost equivalent to USD 68.75 million.

Its objective is to improve infrastructure services and institutional capacities for increased tourism contribution
to local economy in selected regions of Armenia. The Project activities are expected to be of benefit to the
residents, tourists and enterprises in three (3) southern regions (Ararat, Vayots Dzor and Syunik regions), and two
(2) northern regions (Kotayk and Lori regions).

The Project and the SMEDNC collaborate through an exchange of information relating to technical advice with
related entities such as the STC, the ATDF, and so on.

1.8.7.  United Nations Development Programme (UNDP)

The UNDP has been conducting tourism development support aimed at poverty reduction from 2016 to 2019.
This is called the “Integrated Rural Tourism Development” project, which consists of (i) a selection of
communities with tourism potential for support (60 communities), (ii) support for the diversification of tourism
products, and (iii) support for strengthening the sustainability of tourist sites.

The Project also exchanged information with the UNDP project.
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2. Project inputs and operational method

The Project’s activities have been developed a team composed of both the Armenian and Japanese sides and

was under the decision-making process of the JCC, as described below.

2.1.  Projectinputs
2.1.1. Dispatch of Japanese experts
Table 5 lists the Japanese experts who were dispatched.
Table 5. Japanese experts dispatched

Name

Title

Period

Organization

Mr. Ryuji
Seno

Chief Advisor/
SME development

17/Jul/2016 to 30/Aug/2016
18/Sep/2016 to 01/0ct/2016
23/Nov/2016 to 17/Dec/2016
16/Jan/2017 to 29/Jan/2017
08/May/2017 to 04/Jun/2017
09/Aug/2017 to 06/Sep/2017
21/Sep/2017 to 28/Sep/2017
13/Nov/2017 to 13/Nov/2017 (Thailand)
10/Dec/2017 to 22/Dec/2017
15/Jan/2018 to 11/Feb/2018
21/Mar/2018 to 07/Apr/2018
17/Apr/2018 to 02/May/2018 (Singapore)
04/Jun/2018 to 13/Jun/2018

22/Jul/2018 to 05/Aug/2018
04/Dec/2018 to 21/Dec/2018
24/Mar/2019 to 03/May/2019
13/May/2019 to 31/May 2019

Mr. Akihiro
Tsukamoto

Deputy Chief Advisor/ SME
Administration

17/Jul/2016 to 06/Aug/2016
30/0ct/2016 to 13/Nov/2016
12/Mar/2017 to 02/Apr/2017
24/0ct/2017 to 23/Nov/2017
23/0ct/2018 to 05/Nov/2018
09/Jan/2019 to 07/Feb/2019

Ms. Tamaki
Tanaka

1% Term:

SME Administration (2)
2M Term:

International marketing (1)

07/Aug/2016 to 29/Aug/2016
17/0ct/2016 to 19/Nov/2016
19/Feb/2017 to 23/Mar/2017
14/Aug/2017 to 26/Aug/2017
17/Sep/2017 to 21/0ct/2017
13/Nov/2017 to 18/Nov/2017 (Thailand)
15/Jan/2018 to 24/Feb/2018
21/May/2018 to 22/Jun/2018
21/Aug/2018 to 29/Sep/2018
03/Apr/2019 to 09/May/2019

Mr. Motoaki Jo

1% Term:
Tourism Development (1)

29/Aug/2016 to 18/Sep/2016
28/Sep/2016 to 22/0ct/2016
05/Mar/2017 to 28/Mar/2017

Ms. Takako
Mochizuki

1% Term:

Tourism Development (2)
2™ Term:

International marketing (2)

03/Sep/2016 to 17/Sep/2016
03/Apr/2017 to 24/Apr/2017
05/Feb/2018 to 11/Mar/2018
21/May/2018 to 15/Jul/2018
15/0ct/2018 to 19/Nov/2018
21/Jan/2019 to 01/Mar/2019

Ms. Kazuko
Shirai

1% Term:
Export marketing

11/May/2017 to 04/Jun/2017

Kaihatsu
Management
Consulting.
Inc.
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Mr. Shinta 1% Term: ®  11/Mar/2017 to 01/Apr/2017
Nishino Food packaging and safety ®  (09/Aug/2017 to 08/Oct/2017
standards / Project ®  06/Nov/2017 to 14/Dec/2017
coordination ® 21/Mar/2018 to 21/Apr/2018
2 Term:; ®  10/Jun/2018 to 21/Jul/2018
Quality management/ Project | ®  07/Aug/2018 to 29/Aug/2018
coordination ® 06/Mar/2019 to 31/Mar/2019
2.12.  Assignment of Armenian counterpart personnel

Table 6 lists the counterpart personnel of the SMEDNC Head Office.
Table 6. List of counterpart personnel of the SMEDNC

- Main roles during the : Name of expert

Name, Current position Project period Period in charge
M. Levon Mnatsakanyan o July 2016 to June 2018
Executive Director Project Director
Mr. Arshak Grigoryan Seno
Executive Director July 2018 up fo the present Tsukamoto
Mr. Karen Gevorgyan
Deputy Executive Director July 2016 up to the present
M. Lilit Apujanyan Project Manager
Head of Internationalization July 2016 up to the present
Programs Division
Ms. Mery Karapetyan
Expert on Fund Raising Division August 2017 up to the present
Ms. Diana Karapetyan Coordination on Tanaka
Expert on Consulting Support  |international trade fairs and |August 2017 up to the present|  Mochizuki
Programs Division training for exhibitors and Nishino
Ms. Anni Atanesyan potential exporters Jo
Expert on Consulting Support August 2017 up to the present Shirai
Programs Division
Ms. Hacob Khudaverdyan Financial support for
Expert of Financial Support entrepreneurs July 2016 up to the present
Program Division,
Ms. Hazmik Mirzoyan Coordination on training )
Training Support Program programs July 2016 up to April 2019
Program Senior Expert
Mr. Davit Muradyan Public relations of the Seno
PR & Communication Project July 2016 up to January 2019 Nishino
Mr. Rafael Kosyan Lo September 2017 up to M Tsukamoto
Business Advisor on Consulting Monitoring pilot SMEs SPIHDE Hp 10 253y Nishino

Support Programs Division

2019
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213.

Reception of Armenian trainees for the course in Japan and third countries

During the Project period, three training courses in Japan and two graining courses in third countries (Thailand

and Singapore) were executed (Table 7 and 8).

Table 7. List of Armenian participants of training courses in Japan

Name of the course Period Contents Name of participants Position at that time
/JICA Center
Development of 14/Feb/2017 Understanding of the | Levon Mnatsakanyan Executive Director, SMEDNC
local production and | to characteristics  of the | Karen Gevorgyan Deputy  Executive  Director,
promotion of local 24/Feb/2017 Japanese market and SMEDNC
brands / JICA requirement for the export | Lilit Apujanyan Head of International Cooperation
Tokyo International of local  Armenian Programs Division, SMEDNC
Center products Lilit Hayrapetyan Head of Information & Consulting
Leaming experiences in Support Division, SMEDNC
Japan in local product | Meri Karapetyan Senior Officer of Financial Support
development. and  local Programs Division, SMEDNC
brand promotion Hasmik Mirzoyan Senior Expert of Training Support
Programs Division, SMEDNC
Ruzanna Sargsyan Auditor, SMEDNC
Sevak Apujanyan Sevak | Director of Lori Branch, SMEDNC
Suren Khudaverdyan Director of Syunik Branch,
SMEDNC
Irina Nazaryan Senior Expert of Tavush Branch,
SMEDNC
Development  of | 1/Mar/2018 Practicing the exhibition | Levon Mnatsakanyan Executive Director, SMEDNC
local production and | to and promotion of local | Meri Karapetyan Officer of Informaton &
promotion of local | 14/Mar/2018 products in an Consulting  Support  Division,
brands/ international  trade  fair SMEDNC
JICA Tokyo (FOODEX Japan 2018) Ani Atanesyan Expert of Local Economic
International Center Learning the operation of Development Division, SMEDNC
RSS and food hygiene | Davit Muradyan PR & Communication Officer,
management in Japanese SMEDNC
SMEs Lilit Hakobyan Senior Expert of Vayot-Dzor
Branch, SMEDNC
Vahagn Nalbandyan Expert of Lori Branch, SMEDNC
Nansen Tsatryan Senior Expert of Syunik Branch,
SMEDNC
Zograb Keshishian Director, Rozfirud LLC
Arkadya Khachikyan Owner, PE Arkadya Khachikyan
Ashkhen Sardaryan Export Responsible, Old Bridge
LLC
Local tourism | 13/Sep/2018 Practicing the exhibition | Arshak Grigoryan Executive Director, SMEDNC
promotion of | to and promotion of local | Meri Karapetyan Head of Products Promotion and
Armenia/ 26/Sep/2018 tourism in an international Internationalization Division,
JICA Tokyo trade fair (Tourism EXPO SMEDNC
International Center Japan 2018) Diana Karapetyan Senior  Expert of Products
Leaning the experience in Promotion and Internationalization
Japan regarding local Division, SMEDNC
tourism development and | Hacob Khudaverdyan Senior Expert of Financial Support
in-bound tourism Program Division, SMEDNC
promotion Tigran Khechoyan Head of Monitoring and Control
Division, SMEDNC
Anna Davidyan Owner, Travel Armenia by Luxury
Voyage LLC
Lolita Hakobyan Owner, Armenia Travel by Elitar
LLC
Narine Musayelyan Owner, Tour Advisor LLC
Vladimir Gregoryan Director, DA Tours LLC
Artak Avetisyan Owner, Tour Advice LLC
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Table 8. List of Armenian participants of training courses in 3" countries

Name of the course / Period Contents Name of participants Position at that time
Country
OVOP Management/ | 14/Nov/2017 Understanding  of | Levon Mnatsakanyan Executive Director, SMEDNC
Thailand to the characteristics | Violeta Virabyan Officer of International
17/Nov/2017 of the Southeast Cooperation Programs
Asian  countries Department, SMEDNC
market and | Marianna Petrosyan Project Manager of International
requirements  for Cooperation Programs
the export of local Department, SMEDNC
Armenian products | Rafayel Kosyan Consultant ~ of ~ Monitoring
Leaming Department, SMEDNC
experiences i the | Suren Gasparyan Director of Vayot-Dzor Branch,
One Tambon One SMEDNC
Product  (OTOP) ["Hamletina Tonakanyan Expert of Shirak Branch,
Program SMEDNC
Armine Asiryan Deputy Director, Ar Phyto Pharm
LLC
Vazgen Matevosyan Owner, Matevosyan Wine LLC
Gayene Simonyan Director, BeeArt LLC
Garnik Manukyan Local Project Coordinator
OvVOP Training | 19/Apr/2018 Practice exhibition | Levon Mnatsakanyan Executive Director, SMEDNC
Course for | to and promotion of | Karen Gevorgyan Deputy  Executive  Director,
International ~ Trade | 1/May/2018 local products in SMEDNC
Fair Participation/ international  trade | Mushegh Baburyan Chief of staff, SMEDNC
Singapore fair  (Food and | Meri Karapetyan Officer of Information &
Hotel Asia 2018) Consulting Support Division
Leaming of the | Diana Karapetyan Senior Expert of Training Support
SME development Programs Division
program in [ Katryn Haytyan Senior Expert of Information &
Singapore Consulting Support Division
Armine Asiryan Deputy Director, Ar Phyto Pharm
LLC
Samuel Grigoryan Director, Ecovec LLC
Karen Mirzoyan Manager, Agrar Armavir LLC
Gamik Manukyan Local Project Coordinator
Training in Japan (February 2017) Training in Japan (March 2018)

Training in Japan (September 2018)
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2.14.

Provision of equipment from the Japanese side

For the effective implementation of the Project. The Japanese side provided equipment (see Table 9).

Table 9. List of equipment provided from Japanese side

Name of Amount Purpose Date of Serial No. Producer Unit price Location
15 equipment procurement installed
1 Lap-top 15 Training, 01/09/2016 HP UMA, | HP 880USD SMEDNC head
computer monitoring 156HD SVA office and
and public AG, 15-6200U regional
relations branches
2 Printer 10 MED, A4, | Xerox 350USD SMEDNC
Laser 26 ppm regional
branches
3 Multi-functional 1 MED, A4, | Xerox 2,135USD SMEDNC head
printer (1) Laser 28 ppm office
4 Multi-functional 1 MED, A3, | Xerox 775USD SMEDNC head
printer  (2) Laser, 22 ppm office
5 Digital ~ device 10 Monitoring 06/12/2016 Quadra TSD 274USD SMEDN
with camera and public A0509P regional
relations branches
6 Multi-functional 1 23/01/2017 VPCF SONY 1,740USD | SMEDNC head
laptop 215FXBI1 office
7 Electric dryer 2 Production 17/03/2017 300 kg upload | DONGHO 4918USD | -“Nairyan
training capacity ~ with Gourmet” LLC,
controlled Hatsik  village,
airflow, Armavir region
EQ-05SW -~“Fruitcourt”
LLC, Amavir
town, Armavir
region
8 Vacuum 2 24/03/2017 DZ400 Xutian 1,541.5 SMEDNC Head
packaging Packing USD Office
machine (1) Machine
9 Vacuum 1 DZ500 1917USD | “IE Gayane
packaging Martirosyan”
machine (2) Armavir  town,
Armavir region
10 Laptop PC 2 ICTtraining | 20/04/2017 15, 7200, | DELL 900USD SMEDNC Head
RAMSGBm, office
HDD 500 SW
11 Interactive 1 Multi  Touch | NEC 3,790 USD
Projector WXGA
12 Monitor 1 16/05/2017 34UM95-P34 LG 1,250 USD
219
13 Refiigerated 1 Production 15/01/2019 CMPP-202-GR | Fagor USD3,386 SMEDNC Lori
counter and catering Branch office
14 Ingredient Unit 1 training MI-202 Fagor USD1,137
15 Oven 1 FMLA Fimar USD1,663
16 Ventilated hood 1 31011 SIMECO USD464
17 Self-cooking 1 B618100.01 RATIONAL | USD9,066
center
18 Proofing 1 ALTOP64 FIMAR USDI1,311
cabinet
19 Spiral kneader 1 18/CNS FINAR USDI1,515
20 Cold end unit 1 EY 125333 IFI USD3,931

(Note) Equipment no. 7, 8 and 9 were procured by JICA Uzbekistan Office directly.
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2.15.  Consignment of activities to local third parties
The following activities were facilitated by the local third parties (local consultants) under the consignment of
the Project. From January 2019, SMEDNC directly conducted start-up training to secure more sustainability.

Table 10. Contents and results of activities developed by consigned local third parties

Period Name of consignee Contents

March . Execution of start-up training using the Advanced OVOP
2017 Apricot Plus, Lid. method in Vayots-Dzor and Tavush regions
March Economic Research and Execution of start-up training using the Advanced OVOP
2017 Development Support Center | method in Lori and Syunik regions
May Business Support Network | Execution of start-up training using the Advanced OVOP
2017 NGO method for export-oriented entrepreneurs in Armavir and
Ararat regions
November Business Support Network | Execution of start-up training using the Advanced OVOP
2017 NGO method for food processing entrepreneurs in seven regions
February ZAART, LLC. Exeputic_m of pilot activities for local brand development in
2018 Lori region

2.1.6.  Local operational costs covered by Japanese side
The local operational costs, including the expenses for purchasing the equipment listed above, were covered by

the Japanese side. The costs, amounted to about 55 million Japanese yen, as noted below.

Table 11. Local operational costs covered by Japanese side

Period Amount (JPY)
Actual expenditures for the first term (July 2016 to June 2017) 11,061,000
Estimated expenditures for the second term, as of April 2019 (August 2017 to July 2019) 27,000,000

2.1.7.  Local operational cost covered by Armenian side

The SMEDNC provided the Project office and assigned counterpart personnel. In addition, the SMEDNC
covered some part of the Project activities. It amounted to a total of USD 8,192 for ToT implementation, technical
training for SMEs, participation in international trade fairs, and others (see Table 12).

Table 12. Local operational costs covered by Armenian side

Period Amount (USD, approx.)
Actual expenditures in 2016 1,900
Actual expenditures in 2017 1,400
Actual expenditures in 2018 3,592
Expenditures in 2019 (planned) 1,300

Apart from the SMEDNC, other Armenian related institutions realized a cost-sharing program for participation
in Tourism EXPO Japan 2018, as follows;
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®  Costs shared by the STC and ATDF: AMD 3,000,000
®  (Costs shared by private exhibitors: USD 7,100

In addition, the SMEDNC provided credit guarantees for loans disbursed from partner banks to businesses that
participated in start-up training sessions organized by the Project that amounted to a total of AMD 128,481,100 (as
of end of April 2019).

22.  Project operational structure
The Project activities were developed by the Project team composed of both the Japanese and Armenian sides
under the decision-making processes of the JCC, as described below.
221. Formation of the Project team
The Project team comprises both the Armenian and Japanese sides, as shown below (see Table 13).
Table 13. Composition of Project Team

Armenian side Japanese side
Executive Director (Project Director) ®  Chief Advisor / SME Development
Deputy Executive Director (Project Manager) ®  Deputy Chief Advisor/ SME Administration
Head of Internationalization Programs Division | <% term>
(Project Manager) ® SME Administration 2
Staff of SMEDNC Head Office ®  Tourism Development (2 experts)
Staff of SMEDNC Regional Branch ®  Export Promotion
® Food packaging and safety standards / Project
coordination
<2M term>

® International marketing (2 experts)

®  (Quality management/ Project coordination

® [ocal Project Coordinator

222.  Joint Coordination Committee (JCC)

The JCC was established to facilitate inter-organizational coordination. It is to be held at least once a year and
whenever deemed necessary. It also approves the annual work plan of the Project, reviews overall progress,
monitors and evaluates the Project, and exchanges opinions on major issues that may arise during its

implementation. Table 14 show the composition of the JCC.
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Table 14. Composition of the JCC

Status Member
Chairperson First Deputy Minister, Ministry of Economic Development and Investment
Armenianside | Executive Director, Deputy Executive Director and Head of
Committee Internationalization Programs Department, SMEDNC
Japanese side JICA Uzbekistan Office, Project team
Observer Embassy of Japan in Armenia, USAID, UNDP, GIZ and others

As of the end of April 2019, four (4) JCC meetings have been held, as seen in Table 15.

Table 15. List of JCC meetings implemented

No. Date Venue Main agenda
1t | 26/082016 | SMEDNC ®  Presentation of the Project framework, emphasizing the importance
of continuous use of outputs produced in the Project Phase 1.
| 95092017 | SMEDNC ® Presentation of the progress of the Project and plan of activities
during the remaining period.
® Amendment of the R/D (including PDM)
3d | 02/11/2018 | SMEDNC ®  Presentation of the progress of the Project.
® Presentation of activities to be developed to strengthen the
sustainability of the Project.
4% | 29/05/2019 | Elite plaza ® Elite plaza meeting room Presentation of the impacts generated by
the Project.
meetingroom | @  Discussions on activities to be developed by SMEDNC after the
completion of the Project.

The 1% and 2™ JCC meetings were introduced by Armenian news (newspapers and web news).

1# JCC meeting (August 2016)

3™ JCC meeting (November 2018)
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Table 16 in the following page shows list of participants of these JCC meetings.

Table 16. List of participants in JCC meetings

Name Organization Title
2™ JCC meeting
<Armenian side>
Mr. Levon Mnatsakanyan SMEDNC Executive Director
Mr. Karen Gevorgyan SMEDNC Deputy Executive Director
Ms. Lilit Apujanyan SMEDNC Head of International Cooperation Programs Division
<Japanese side >
Mr. Katsutoshi Fushimi JICA Uzbekistan Office Chief Representative
Mr. Shun Omori JICA Uzbekistan Office Representative
Ms. Ruzan Khojikyan JICA Liaison Office Armenia Coordinator
Mr. Ryuji Seno Project Chief Advisor, JICA expert
Ms. Tamaki Tanaka Project JICA expert
Mr. Shinta Nishino Project JICA expert
Mr. Garnik Manukyan Project Local Project Coordinator
<Observer>
Ms. Megumi Mackawa Embassy of Japan in Armenia Second Secretary
Mr. Aram Babayan GIZ Senior Expert
3" JCC meeting
<Armenian side>
Mr. Arshak Grigoryan SMEDNC Executive Director
Mr. Karen Gevorgyan SMEDNC Deputy Executive Director
Ms. Lilit Apujanyan SMEDNC Head of International Cooperation Programs Division
Ms. Meri Karapetyan SMEDNC Head of Products Promotion and Internationalization
Division
<Japanese side >
M. Shun Omori JICA Uzbekistan Office Representative
Ms. Ruzan Khojikyan JICA Liaison Office Armenia Coordinator
M. Akihiro Tsukamoto Project Deputy Chief Advisor, JICA expert
Ms. Takako Mochizuki Project JICA expert
Mr. Garnik Manukyan Project Local Project Coordinator
<Observer>
Ms. Megumi Maekawa Embassy of Japan in Armenia Second Secretary
Mr. Aram Babayan GIZ Senior Expert
Ms. Zaruhi Muradyan Vine and Wine Foundation of | Executive Director
Armenia
4" JCC meeting
<Armenian side>
Mr. Koryun Gevorgyan Ministry of Economy Head of SME Department
Mr. Arshak Grigoryan SMEDNC Executive Director
Mr. Karen Gevorgyan SMEDNC Deputy Director
M. Lilit Apujanyan SMEDNC Head of Internationalization Programs
Ms. Mary Karapetyan SMEDNC Fund Raising Expert
Ms. Ani Atanesyan SMEDNC Business Adviser
Ms. Diana Karapetyan SMEDNC Learning Programs Expert
Mr. Hakob Khudaverdyan SMEDNC Financial Expert
Mr. Artur Eloyan SMEDNC Monitoring Expert
Ms. Paytsar Gasparyan SMEDNC Chief Accountant
Ms. Mary Karapetyan SMEDNC Financial Expert
Ms. Ani Hakobyan SMEDNC Fund Raising Expert
<Japanese side >
Mr. Shun Omori JICA Uzbekistan Office Representative
Mr. Davit Mgaloblishvili JICA Georgia Office Program Officer
Ms. Ruzan Khojikyan JIICA Armenia Liaison Office Coordinator
M. Seno Ryuji Project team Director
Mr. Garnik Manukyan Project team Project Coordinator
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<Observer>

Ms. Megumi Maekawa Embassy of Japan in Armenia Second Secretary
Mr. Aram Babayan GIZ Program Expert
Ms. Anahit Voskanyan State Tourism Committee Officer

Ms. Ofelya Petrosyan B&B development association President

Ms. Alina Ghazaryan B&B development association Executive Director
Mr. Arkadya Khachikyan IE Arkadya Khachikyan Representative
Ms. Armine Asiryan “ArPhytoPharm” LLC Deputy Director
Mr. Armen Asiryan “ArPhytoPharm” LLC Director

Mr. Armen Khalatyan “Old Bridge” LLC Director

Ms. Ashkhen Sardaryan “Old Bridge” LLC Sales Manager
23.  Projectimplementation process

The Project realized the activities, based on the PDM, to achieve its purpose by way of the following processes

(see Figure 1);

@
@

Development and update of training materials on the Advanced OVOP method (Output 1).

Implementation of the ToT session to foster SMEDNC staff and BDS providers who support local SMEs
(Output 1).

Application of the Advanced OVOP method to entrepreneurs through start-up training courses, as well as to
local SMEs through technical trainings and pilot activities. Tourism products and services were also
developed (Output 2).

Reinforcement of local SMEs in export promotion (Output 3).

Local tourism development through fostering local tourism businesses and participation in international
tourism expo (Output 4).

Development of marketing platform which supports the marketing activities of local SMEs in domestic and
international market (see Output 5).

Monitoring and evaluation of local SMEs and dissemination of good practices and lessons learned to other

local SMEs (Output 6).

The Project systematised the above-mentioned activities so that the SMEDNC can continue sustainably after

the Project is terminated in order to maintain local economic development (achievement of Overall Goal).
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24.  Projectimplementation schedule

Here shows the implementation schedule based on the Plan of Operation of the Project.

Output 3: The export of Armenian local products is promoted

for international market

3-1. Provision of technical assistance for SMEs for | Plan
export promotion. Actual
3-2. Promotion of business matching between Plan
Armenian SMEs and the Japanese enterprises and [ Actual
3-3. Facilitation of the participation of the SMEs in | Plan
international trade fairs. Actual
e .. . Plan
3-4. Participation in the training courses in Japan. Actual

Activities Year 2016 2017 2018 2019
1|n|m|w|1]|on|o|w|I|n|m|w|1]|1|D|W
Common activities
X Plan m
Conduct End line survey
Actual
Output 1: The technical capacity of SMEDNC experts and BDS (business development service) providers is further developed in terms
of wide application of “Advanced” Armenian OVOP method.
Plan

1-1. Upgrade of Armenian OVOP method. Actual

1-2. Planning of the ToT on Advance” Armenian Plan

OVOP method, adding new kaizen tools. Actual

1-3. Implement the ToT on Advanced Armenian Plan

OVOP method. Actual
Output 2: The technical capacity of local SMEs and entreprene

2-1. Improvement of business management and Plan

products of local SMEs Actual

2-2. Implementation of the start-up training, Plan

incorporating Armenian OVOP method. Actual

2-3. Application of theAdvanced Armenian OVOP | Plan

method for the growth of local SMEs. Actual

and foreign tourists, including the
i i i

Japanese tourists.

Pl

Output 4: Tourism in OVOP pilot area is promoted for both domestic
4-1. Development of the tourism products Plan
Actual
4-2. Provision of techncial assitance for local SMEs | Plan
and entrepreneurs in the tourism sector Actual
4-3. Promotion of the Armenian tourism products to[ Plan
Japanese and/or European tourism agencies and Actual

L

Output 5: Marketing platforms, including a roadside

station, work for local business development.

5-1. Reinforcement of the marketing platforms Plan

developed by the Project Phasel Actual
. Plan

5-2. Development of the new marketing platform Actual

Output 6: The project activities on Armenian OVOP

. . Plan

6-1. Monitoring of the project activities Actual
Plan

6-2. Development of the quarterly progress reports Actual
6-3. Application of the lessons learned from the Plan

project activities Actual
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3. Project outputs and results

31.  Achievement of the Project purpose
31.1. Achievement of the Project in each indicator

The purpose of the Project is the following: the Armenian OVOP movement promoted by the SMEDNC
contributes to improving the competitiveness of local SMEs and entrepreneurs in both national and international
markets, including the Japanese, European and/or neighbouring markets. Three (3) indicators have been set up to
measure this achievement. By the end of 2018, these indicators have almost been achieved.

Table 17. Results generated by the Project

Indicators Results generated

1. All of Armenian 10 regions | All 10 regions have newly branded products:

(Marzer) have newly branded Tavush: Herbal tea

products. Lori: Vodka and foods, local tourism

Kotayk: Processed foods, local tourism

Armavir: Dried fruits

Ararat: Dried fruits

Vayots Dzor: Wine

Shirak: Honey, local tourism

Syunik: Cheese and dried fruits, local tourism
Gegharkunik: Organic foods linked with eco-tourism
Aragatsotn: Pure water source for agricultural and dairy products and tourism
promotion.

2. Positive changes such as the According to the end-line survey conducted in January to February 2019, the
increase in sales, increased | following effect has been confirmed;

number of clients, increased | ® 52 local SMEs among 106 SMEs which had been introduced to the Advanced
employees, access to new markets OVOP method, improved their business operations because they had applied the
and/or the other indicators are method. Among them the following positive effects were observed;'®

observed in at least 50 SME »  48.1 % ofthem (25 enterprises) increased number of clients.
participants in Armenian OVOP >  46.2% ofthem (24 enterprises) increased number of suppliers.
movement. »  25.0% ofthem (13 enterprises) increased number of employers.

»  42.3% of them (22 enterprises) increased annual sales revenue more than 50%.

»  26.9% of them (14 enterprises) increased annual profit more than 50%.
3. SMEDNC independently | ®  Several ToT sessions related to the Advanced OVOP method have been
supports ~ Armenian ~ OVOP conducted. In all 10 regions, activities to strengthen the competitiveness of local
movement in all of 10 regions SME:s have been realized by SMEDNC staff who participated in ToT.

(Marzer) utilizing "Advanced "
Armenian  OVOP  method,
including seminar and/or training.

312. Resultof the endHine survey

The end-line survey was conducted between January and February 2019. The objective was to evaluate the
effectiveness of the Advanced OVOP method as a tool to strengthen the competitiveness of local SMEs.

The end-line survey was conducted between January and February 2019. The objective was to evaluate the
effectiveness of the Advanced OVOP method as a tool to strengthen the competitiveness of local SMEs.

The survey analyzed the impact generated by SMEDNC'’s four (4) activities, including (i) OVOP pilot activities,

18 Among 106 SMEs, including enterprises which have not applied Armenian OVOP method but been introduced to, 35
enterprises increased number of clients, 33 enterprises increased number of suppliers, 17 enterprises increased number of
employers, 26 enterprises increased annual sales revenue more than 50%, and 17 enterprises increased annual profit more than
50%.
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(i) assistance for the participation in trade fairs, (iii) start-up trainings and (iv) tourism promotion. Through (i)
OVOP pilot activities, Advanced OVOP method has been presented to 106 SMEs since November 2017. The

survey found that 52 SMEs among them have applied the OVOP method to their business. The result of the

survey is summarized as the Table 18, which presents that 22 SMEs increased the sales by more than 50% and 14

SME:s increased the profit by more than 50%, among these 52 businesses.

Table 18. Result of the end-line survey

No. of SMES Food processing Tourism related Other Total
SMEs SMEs SMEs

Applied the OVOP method 30 10 12 52
Reinforced their marketing 23 4 8 35
Improved quantity and hygiene management 25 9 10 44
Increased the number of clients™* 13 8 4 25
Increased the number of suppliers* 14 4 6 24
Increased the number of employees* 5 2 6 13
Increased sales by more than 50% from the 12 4 6 22
previous year*

Increased profit by more than 50% from the 9 3 2 14
previous year*

*These figures were compared between the end of 2016 and 2018.

The Project analyzed the results on the Structural Equation Modelling (SEM)". The strong causal relations

between the application of the Advanced OVOP method and the business growth of local SMEs was confirmed?.

Applying 0.848*
OVOP
method

Business
expansion

Product Facility Increasing Increasing

K impr clients x suppliers

Increasing
‘ workers K

Increasing Increasing

sales profits

Indicators

GFI

0.954

AGFI

0.893

RMR
RMSEA |

~ 0.009
0.065

P value

0.136

Figure 15. Result of SME on endHine survey

In comparison between 52 SMEs that applied the OVOP method to their business operations and 54 SMEs that

did not, obviously, it is clear that those who did show more positive results. These include an increase in clients,

suppliers, employees, sales revenue, and profit (see figure 16). It can be concluded that the OVOP method is

effective in strengthening the competitiveness of local SMEs.

1 This figure is called Multiple Indicator Model which judge a correlation between plural factors. Generally, the Goodness of
Fit Index (GFI) and the Adjusted Goodness of Fit Index (AGFI) are determined to be high when the value is 0.9 or more.
20 There is a possibility that other elements such as strong commitment of SMEs’ owners itself have contributed to improved

business performance.
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1

60.0%

48.1%
50.0% - 26.2%
42.3%
40.0%
30.0% 26.9%
25.0%
20.0% 18.5% 16.7%

10.0% 7.-4% 7.4% 5.6%
[ [ []
Increased Increased Increased Increased Increased
clients suppliers employees revenue profit
more than more than
50% 50%

| Percentage of SMEs which have applied the OVOP method
I Percentage of SMEs which have not applied the OVOP method

Figure 16. Percentage of enterprises which applied OVOP method and not applied

313. Publication of the Project activities and outputs
The Project and the Project Phase 1 were publicly introduced an effective tool in pursuit of local economic
development in Armenia in following ways;

(1) Introduction of the Project at the press conference of the European Bank for Reconstruction and
Development (EBRD): In December 2017 the training course on Capital Markets Instruments for financial
consultants was held in Yerevan through the Japan-EBRD cooperation fund. A press conference was held
related to the training and the OVOP concept and the Project achievements were presented.

(2) Introduction of the thesis published by the Moscow School of Management SKOLKOVO Institute for
Emerging Market Studies: The Project, including the Project Phase 1, was introduced in case studies of a
thesis entitled “Armenia 2030: Transforming the Development Landscape®!”, issued by the SKOLKOVO

Moscow School of Management.

OVOP method presented at the case studies in a thesis

21 https://iems.skolkovo.ru/en/iems/publications/research-reports/1385-2017-12-28/
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Colum : Capacity development of women’s business and women’s staff who support SMEs
The Government of Japan has completed its National Action Plan to implement United Nations Security Council
Resolution 1325- the first resolution connected to an agenda of women peace and security to promote the active
participation of women at any decision-making process on mainstream gender issues.
Furthermore, SMEDNC commits to the promotion of female entrepreneurship and actively participates in the
“Best Women Entrepreneur Award” under the auspices of the Prime Minister every year.
The Project fosters female entrepreneurship as well as the active involvement of female officers of the
SMEDNC and the SMEs’ female consultants of BDS providers. They are involved in the following ways:
® The Project was shaped to reflect the opinion of female entrepreneurs who had participated in the Project
Phase 1, as well as considering sex-disaggregated data and gender statistics.
®  Start-up training includes business areas in which female entrepreneurs can easily participate, such as B&B,
restaurants, etc.
Among the 430 entrepreneurs who were beneficiaries of the Project and the Phase 1, 220 were female.
The Project also fosters women who support entrepreneurs, such as SME consultants and SMEDNC
officers. Among the 56 participants in the ToT sessions implemented by the Project, 34 are female.
Among 50 participants of training in Japan and third countries, 24 are women.
Good practices: In Ar Phyto Pharm LLC (a company which produces and sells herbal teas), the Director of
the Company used to make every decision on behalf of the company management. His daughter, the Deputy
Director, could not participate in any decision-making process. However, through her participation in the
Project activities, she has accumulated sufficient and innovative knowledge and ideas, which has allowed her
to be involved in management. Her ideas have been adopted in a wide range of business managements,
including the improvement of packaging materials and designs, brand names, development of the English
website, and improvements of hygiene management, etc.etc. The company was selected as one of model
SMEs and exhibited their products in FHA 2018 (see 3.3.2 and 3.4.2).

(Note) All figures as of end of April 2019

Presentation of business plan of Female consultants trained A female entrepreneur who studied
B&B by a female entrepreneur in a ToT session Thai market
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32.  Activities and results related to Output 1

Output 1 is defined as “The technical capacity of SMEDNC experts and BDS providers is further
developed in terms of wide application of the Advanced Armenian OVOP method.” To measure the
achievement of this output, two (2) indicators are defined. These indicators were achieved.

Table 19. Achievement on indicators for Output 1

Indicators

Achievement confirmed by the end of the year 2018

1-1. At least 10 SMEDNC
staff members and 10 BDS
providers apply “Advanced”
Armenian OVOP method in
their  works for SME
development.

21 SMEDNC staff and 24 BDS providers (SME management
consultants) participated in the ToT sessions on the Advanced OVOP
methods. Partcipants of the SMEDNC passed on their learning onto other
staff.

These 24 BDS providers are capable of providing business advice to
SME:s by using the Advanced OVOP method.

Among SMEDNC participants, 11 can completely use the method.

1-2. New textbooks on
“Advanced” Armenian OVOP
method are published by June
2017.

Most training materials were developed during the first term. In the
second term, supplementary training materials including video materials
on food sanitation have also been added.

These teaching materials were finalized and printed out from December

2018 onward, and shall be used for local SMEs promotion (Before
printing was completed, training was provided by photocopied hand-outs
and soft-copies).

The detailed activities are described below.
3.2.1. The systematization of Advanced OVOP method

The Advanced OVOP method is an instrument for local SMEs to strengthen their competitiveness in domestic
and foreign markets based on the Armenian OVOP concept (Figure 4). This method was created in the Project
Phase 1 and was reorganized during the Project by adding the component necessary for effective export promotion
to the international market.

This method comprises two main pillars: (1) methods for entrepreneurs and micro enterprises and (2) methods
for export-oriented SMEs that are focused on 2 fields; (i) marketing and (ii) quality control.

This method was systematized during the first term of the Project and has already been utilized through ToT

sessions and pilot activities (described later).

3.2.2. Development of training materials and manuals on the Advanced OVOP method

During the first term, training materials in both English and Armenian were developed. Subsequently,
supplementary materials such as video materials related to food sanitation were prepared. Table 20 lists the
teaching materials related to the Advanced OVOP method.

These materials (in Armenian) were printed out and handed out to local SMEs in the SMEDNC Head Office
and regional branches.

Digital version of these materials, including OVOP success stories are provided on the SMEDNC website (the
following URL).

https://www.smednc.am/am/content/business guidelines/
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https://www.smednc.am/am/content/business_guidelines/

Table 20. List of materials regarding on the Advanced OVOP method

Title and contents of the material |

Target audience

Relevance to SMEs

Guidebook for entrepreneurs and

micro businesses

(1) Guidance to develop your | Business owners who are: This material enables business owners to; 1)
unique brand story to attract your - Thinking about starting a | develop a very basic brand story telling tool for
target segment new business. better sales communications without conducting

(2) Comprehensive Kaizen Tool Kit - Seeking basic skills and | market research and 2) acquire basic hygiene
to conduct basic hygiene | knowledge to improve their | management for better quality control. All concepts
management business. are applicable to any businesses.

Guidebook for export-oriented SMEs

(1) Introduction to the primary steps | Business owners who are: (1)  This part helps to improve the day-to-day
of implementing efficient and - Thinking about business operations without major funding.
effective quality management | expanding their businesses The principles are applicable regardless of the
(Kaizen, TQM, Q7) beyond local markets. industry.

(2) Useful  knowledge  about - Thinking about | (2) This part focuses on how packaging affects

packaging to improve package

expanding export beyond

the quality of F&B products, as well as

functions,  hygiene levels, | CIS countries. importance of labeling.

appearances, and labeling. -Targeting foreigners | (3) This part aims to change business owners'
(3) Step-by-step  practical and | /tourists in Armenia mind-sets to provide products/services

feasible tips to develop and according to customers' requirements and

execute an international competitive situations.

marketing strategy

Guidebook for local tourism

A holistic approach and tips to attract
tourists

Business owners who are:
- Targeting tourists with

promotion

This material primarily targets tourism service
providers such as B&Bs; however, as the tool helps

- Demand and supply sides of | their tourism service | business owners to understand inbound tourists
tourism products and services businesses better, the principles introduced are applicable to all

- Hospitality service quality - Seeking ideas to reflect | businesses who want to attract tourists.

- Promotion and communication the uniqueness of Armenia

Guidebook for food hygiene management

Guidance to improve basic hygiene
management for business who aim at
international standards of hygiene
standard and quality level

All food related business
(such as food and beverage
producers, hotels, and B&B)
in Armenia

This material enables business owners to
understand basic hygiene management in five (5)
critical areas and comply with a hygiene
management standard that required in most
developed markets without major financial
investments.

Guidebook for international trade fair participation

Step-by-step knowledge and useful
tips for effective participation in
international trade fair

Business owners who are
already familiar with the
Advanced OVOP Methods
for Potential Exporters and
are ready to participate in an
international trade fair.

This material is applicable to business owners in all
industries, although examples introduced in the
guidebook are mostly for food and beverage
businesses.

Technical guidebook for international trade fair

Description of necessary steps to
organize a participation in an
international trade fair and to attain
their expected achievement

Officers in institutions such
as the SMEDNC who
support exhibitors (SMEs) in
an international trade fair

This material describes a series of necessary steps
and required supports for exhibitors for effective
participation.

Guidebook on HACCP mai

Introduction to the HACCP concept
and guidance on higher level hygiene
management to meet the quality
standard of the HACCP for
international markets and distributors

All food related businesses in
Armenia. Particularly,
business owners who wish to
export.

nagement

Armenian government requires all food related
businesses to apply to a HACCP-based system.
Food related businesses including food and
beverage producers, hotels and B&Bs are highly
recommended to introduce the contents of this
course.
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Example of materials related to Advanced OVOP method (printed in Armenian language)

The Project also developed complementary video materials to enhance audiences’ understanding of each theme
(Table 21). Video materials for food hygiene were developed with FSIB.
Table 21. List of complementary video materials of Advanced OVOP method

Title and contents of material | Target audience | Relevance to SMEs

Video material for international trade fairs

This material was developed based on | Business owners who are already familiar | These videos shall be used as
the experience of participating in | with Advanced OVOP Methods for | complementary training materials
FOODEX Japan 2018 Potential Exporters and ready to participate | on  international ~ trade  fair
in an international trade fair participation.

Video materials for food hygiene

A series of materials comprise six (6) All food-related business in Armenia. | These videos shall be used as
videos; Particularly, business owners who wish to | complementary training materials
(1) Principles and 5S export. on food hygiene and the HACCP.

(2) Facility

(3) Personal hygiene
(4) Pest control

(5) Water

(6) Waste control

Video materials on international trade fairs Video materials on food hygiene
In addition, the Project elaborated other materials related to the Project activities for training and promotion (see
Table 22). Embassy of Armenia in Japan collaborated for development of leaflet “Gems of the Republic of
Armenia”.
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Table 22. List of other materials

Title and contents of material

Target audience

| Relevance to SMEs

OVOP Success stories

A compilation of the experiences of five
local SMEs that learned the Advanced
OVOP method and participated in
international trade fairs in Japan or
Singapore, with improved products,

packaging, labelling and communication

skills with potential buyers.

Business owners who want to
improve their products, and
business operations and who wish
to sell their products in the
international market.

This material shall be used to explain how
the Advanced OVOP method is useful in
strengthening their competitiveness, with
visible results and testimonies from SME
owners.

Guideline for effective operation of Road Side Station

A presentation on the definition and role
of RSS and experiences in Japan, as well

as an explanation of strategy used for
effective and sustainable operations.

Institution such as the SMEDNC
which coordinate and support RSS
and designated operators.

This material provides guideline on how
local SMEs are expected to exhibit and sell
unique local products or tourism service
providers (such as B&Bs, restaurants, local
tour organizers) that are expected to
provide information there.

Guidebook for implementation of food business

A description of requirements and

sources of information in each step of the

food business implementation.

All food-related business in

Armenia.

These videos shall be wused as
complementary training materials for
business start-ups and food hygiene.

Gems of the Republic of Armenia

A leaflet developed in English and
Japanese which presents typical local
Armenian products.

Particularly for foreigners who are
interested in Armenia.

This material shall be used in international
trade fairs or displayed in Armenian
embassies to attract foreigners.

Hospitable Armenia

A guidebook of 39 B&Bs in Armenia.
This material is developed with the
Association for Development of
Armenian B&Bs.

Business owners who wish to open
a B&B to learn how to promote
accommodation and stand out
among other B&Bs. In addition,
such institutions in charge of local
SME development and tourism
promotion shall be utilised
effectively to enhance beneficiaries.

This material shall be used by institutions
such as the SMEDNC and the STC,
tourism  information  centres, tour
operators, or Armenian embassies.

Armenia-explore the country of unforgettable emotions

A tourism guidebook in Japanese that is

developed for Japanese tourists, based on

the guidebook developed by the STC.

Japanese tourists, in addition to tour
operators and agencies that wish to
increase the number of inbound
visitors from Japan.

This material shall be utilised to provide
detailed information for Japanese visitors
to promote local tourism. Related
institutions such as the STC and the
Armenian embassies can develop a
tourism guidebook with adjustments for
the needs and preferences of each group.
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OVOP success stories Armenia-explore the country of unforgettable emotions

Gems of the Republic of Armenia
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323.  Implementation of ToT on Armenian Advanced OVOP method
The Project has implemented ToT in the Armenian Advanced OVOP method with the aforementioned contents,
as shown below:
(1) ToT sessions on basic contents for entrepreneurs and micro businesses (November 2016);
(2) ToT sessions for export-oriented SMEs and tourism service providers (March 2017);
(3) Tot sessions on preparation in international trade fairs and selection of exhibitors (October 2017);
(4) ToT sessions for SMEDNC regional branch office staff (September 2018); and
(5) ToT sessions for SMEDNC head office staff (November 2018); and
(6) ToT sessions conducted by FSIB for SMEDNC regional branch office staff on food hygiene management
(April 2019).
As shown in the Table 23, 56 net trainers participated in the ToT sessions on the Advanced OVOP method.

Table 23. Number of ToT participants
SMEDNC | BDS providers Pilot SMEs Total

(1) ToT on basic contents 3 17 0 20
(2) ToT for export-oriented SMEs 1 11 0 12
(3) ToT on preparation in trade fairs 5 2 11 18
(4) ToT for regional branch office 10 0 0 10
(5) ToT for Head Office 7 0 0 7
(6) ToT for regional branch office 10 0 0 10
Total participants 36 30 11 77
Particioants in several sessions 15 6 0 21
Net participants 21 24 11 56
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33.  Activities and results related to the Output 2

Output 2 is defined as “The technical capacity of local SMEs and entrepreneurs is developed.” To measure

the achievement of this output, three (3) indicators are defined, which were achieved by the end of the Project.

Table 24. Achievement on indicators for Output 2

Indicators

Achievement confirmed by the end of the year 2018

2-1. At least 200 entrepreneurs (20
persons X 10 regions) are newly
trained in start-up trainings
incorporating basic  Armenian
OVOP method, by the end of
2018.

160 entrepreneurs participated in the start-up training sessions
organised by the Project.

In addition, 640 entrepreneurs learned the Advanced OVOP method
in the training sessions organised by the SMEDNC and financed by
other donors.

As a consequence, 800 entrepreneurs learnt the Armenian OVOP
method.

2-2. At least 80 start-ups are
operating actively by the end of
2018

Among 103 entrepreneurs who participated in the start-up training
sessions organised by the Project by the end of 2018, 36 inaugurated
businesses are operating. In addition, 147 who learned the method in
the training session financed by other donors also started their
business. In total, 183 businesses were inaugurated.

Among the 57 who participated in the start-up training sessions
organised by the Project in 2019, 25 businesses were confirmed to
be receiving start-up loans with credit guarantees by SMEDNC.
Thus, in total 208 businesses will be in operation.

2-3. At least 50 SMEs think that
they are applying Advanced
OVOP method in their business.

134 businesses have applied the Advanced OVOP method to

strengthen their businesses (by the end of April 2019).

»  52local SMEs.

» 77 SMEs that participated in international trade fairs by
utilising the Advanced OVOP method.

» 5 Armenian tour operators that participated in Tourism EXPO
Japan 2018.

33.1. Implementation of start-up training
Start-up training sessions are conducted in order to encourage entrepreneurship by taking advantage of local
resources and characteristics based on the OVOP concept. During the Project period, 160 entrepreneurs in all 10

regions participated in start-up training sessions (see Table 25).
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Table 25. Outline of start-up training sessions organized by the Project

Region Site Period Nurpl?er of Tmplementing Outline
participants agency
Vayots . . . .
Dror Areni 2017/4/3-5/22 16 Apricot Plus, Ltd. Wine tourism promotion
Tawsh | Diljan | 2017/3/27-5/15 20 Local tourism promotion in
potential areas
. Economic Local tourism promotion in the
Lon Stepanavan 20171331522 17 Research and area near RSS location
. . Development Local production and local
Sy Meghri 20177331-5/22 16 Support Center tourism development
Armavir } Business Support | Export-oriented entrepreneurship
& Ararat | Several sites 2017/5/22-531 2 Network promotion
Sc?ven22 2017/11/13-12/15 1 Business Support | Food safety management training
regions Network for entrepreneurs
Vayots Vayk 2019/1/31-3/6 15
Dzor
Aragatson Aparan 2019/1/30-3/7 12 SMEDNC Local productlon and local
tourism development
Kotayk | Charentsavan | 2019/2/6-3/11 16
Shirak Gyumri 2019/2/5-3/5 14

The Advanced OVOP method has been utilised not only in the start-up training sessions supported by the
Project but also in those supported by other donors. By the end of the Project, 800% entrepreneurs had
participated in the start-up training sessions based on the OVOP concept.

332. Pilot activities for strengthening the competitiveness of local SMEs

Pilot activities to strengthen the competitiveness of local SMEs were implemented from November 2017 to

mid-2018 based on the results of the ToT sessions. The process chart in Figure 17 shows how the activities were

conducted.

2: Marketing and
quality improvemet
through
participation in
trade fairs

3: Diffusion of good
practices to other
SMEs

1: Selection of
Model SMEs

Figure 17. Flow chart of Pilot activities
This pilot project intends to improve the management of nine (9) local SMEs (Table 26) and spread those good
practices to other SMEs. They were selected through the ToT sessions (see 3.2.3). Subsequently, SMEDNC
officials and management consultants of BDS providers who had mastered the OVOP method provided training
for and coaching to those model SMEs in order to improve their products, products packaging and labelling,

manufacturing facilities and processes, and marketing materials. Japanese experts also accompanied them to

22 Ararat, Armavir, Gegharkunik, Tavush, Syunik, Lori and Shirak
2 In addition to 160 participants in Table 25, 640 participated in the training program supported by other donors and leamed the Advance
OVOP method.
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improve the capacities of the SMEDNC officials and management consultants.

Table 26. List of model SMEs
Name of SMEs Location (region) Products
Agrar Armavir LLC Armavir Bottle food
PE Arkadya Khachikyan Armavir Dried fruits
VilFood LLC Kotayk Bottled food
PE Harutyun Zakaryan Lori Honey
Rozfrud LLC Lori Compote
Ecovek LL.C Lori Pine-cone products
Old Bridge LLC Vayots Dzor Wine
Vayk Group CJSC Vayots Dzor Wine
Ar Phyto Pharm LL.C Tavush Herbal tea

Next, principle improvement obtained in some companies by pilot activities are described.
(1) Improvement of Rozfrud LL.C (Lori region)

This company produces and sells local fruit drinks such as pomegranate, and feijoa, among others. The main sales
destination has been Russia. Annual sales are about AMD 400 million and 70 workers are employed during peak
season. This company was selected as a model SME because of their strong willingness for growth and contribution
to the local economy and employment creation.

By applying the Advanced OVOP method under the coaching and advisement of SMEDNC officials and BDS
providers, the company improved its product packaging to be more attractive even in competitive foreign markets.

In addition, facility improvement has been put in place for better hygiene management. Before applying the
Advanced OVOP method, there was no separation between clean and general areas in their processing facility,
which resulted in lack of food hygiene. To penetrate into more developed markets, the company renovated its
internal control system of food hygiene, including employee education, and expanded its factory with clear
distinction of clean areas with separate doors.

With the application of the Advanced OVOP method, the company increased the proportion between the
production and sale of high-quality products. Improvements in the company's manufacturing processes are shown
in the table 27. In actual fact, the company is on its way to obtaining the certification ISO 22000 (regarding food

safety management systems) for their effort.
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Table 27. Improvement realized at Rozfrud LL.C

Before improvement After improvement

Use of a label that lacks appeal for consumers Labelled and tagged with a clear differentiation between
Product the products.
labelling

Without a separation between clean and general | A clear separation between clean and general areas.

areas.
Hygiene
management

No control of indoor air quality and | Installation of a ventilation system for a clean facility.
humidity due to the lack of a ventilation
system.

No in-house protocols on hygiene control Introduction of 5S and a work wear changing room
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(2) Improvement of PE (Private Entrepreneur) Arkadya Khachikyan (Armavir region)

This business produces and sells dried fruits, such as peaches, apricots, plums, etc. The annual sales are around
AMD 90 million. The business hires around 10 employees during peak season and their products are sold at a
duty-free shop in the Yerevan airport. The business was selected as a model SME because of its status as a leading

local business with a strong willingness for growth.

Promotional material for the business Products sold at a duty-free shop
in the Yerevan airport

The business has improved their hygiene control and packaging as part of its pilot activities in order to respond
to the standards of the international market. After the improvements had been made, the business exhibited its
products at FOODEX JAPAN 2018 as part of the activities of the training course in Japan in March 2018.

Bringing together all that they have learnt from the training sessions, Arkadya is planning the following
improvements and expansions:

(D Begin construction in 2020 in order to improve facilities that will avoid cross-contamination and enhance
floor hygiene.

@ Enhance sales of the agricultural cooperative that Arkadya represents as President. The goal is to sell all 36
members’ products by the expansion of their sales channel. A meeting with United Arab Emirates regarding
exportation from the cooperative has already been planned.

(@ Improve the product packaging in order to enhance their brand identity by applying the ideas they have

obtained from a green tea package that was acquired in Japan.
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Table 28. Improvement at PE Arkadya Khachikyan

Before improvement After improvement

A detailed description in English.

A simple description only in Russi
Sttple escription onty n Susstan Use of packaging with a high-quality seal.

Packaging
Waste materials had been left on the floor of the By thoroughly re-organising the factory,
factory that risked a health hazard. product safety has been increased.
Hygiene
management

A “No Smoking” sign has been added onto
the door to the production facility.

(3) Improvement of Old Bridge LLC (Vayots Dzor region)
This company produces around 10,000 bottles of wine per year. The company was selected as a model SME for
the following reasons:
(D Their intention to produce high-quality wine at an international level.
(2 The company created the brand by using a local legend (the name of the company is derived from the name
of the bridge that Marco Polo had crossed).
(@ The company operates in the world’s oldest wine production area.
The company intended to improve its products and hygiene management (see Table 29).
Through training in Japan in March 2018, the company participated in FOODEX JAPAN 2018 and attracted

the attention of Japanese mass media.
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Red wine highly appreciated from restaurant The bridge, origin of the company’s name
owners in Japan and UK (It is said that Marco Polo had crossed)

Through these improvements, the company acquired new contracts for exports to Czech, Germany and the
United States. Japanese buyers also ordered product samples to consider a contract with the company. In addition,
the company revised its pricing strategy to increase the selling price by 20%.

They recognized the value of our training in 1) the unique selection process of beneficiaries, where participants’
learning levels in the initial in-class training determined who would proceed to expo trips, 2) practical hygiene
management knowledge including 5S and food sanitation management, 3) marketing communication and product
development skills including the importance of packaging, and 4) expo skills with products and production

presentation sheet.
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Table 29. Improvements in Old Bridge LLC

Before improvement

After improvement

Product
promotion

Incompatible with the company’s brand

image.

Compatible with the brand image with the addition
of an explanation of the legend of the bridge.

Lack of compiled documents to present

products to professional buyers.

N/A

Development and continuous use of a product and
production presentation sheet.

m Product Profile / Terms and Conditions

Name of Product | Dry red reserved wine "Old Bridge" 2013; 2014; 2015
JAN Code 4/850003/950019/ Material |Glass bottles
Package | Size/ |Length(cm)x Width(cm) X Height (cm) '""e;
Use by date N/A T Capacity|
Capacity 750mI
Minimum Order 2400 bottles Material box Volume | 1521
Quantity 3
23month Packing | size/ | angth(cm)x width(em) x Height (cm)| VIERt
Lead Time. Gross (ke)
Weight | 5,5 255 190 | 952
FNormal JFos 1o Prices valid
R Ref before
Storage Condition |~ Biald|  dopends on
1 Price negotiations Price in
| market

Certifications
(Products/
System)

VI-1 Certificate for the importation into the European Community

Ingredients and Additives The Place of Origin

Nutritional Facts

Ingredient Amount
(Eg. X calories/100g)

[Areni Noir grapes [Armenia Total calories, including: 397.3 Keal/l
MERIT Pure Saccharomyces cerevisiae __|Denmark Protein 0.2/l
Viniflore Oneos Freeze-dried Oenococcus Fat 0.0g/!
Denmark
oeni Carbs 20g/!
Sulphur Dioxide 502 (Germany
Sulphur Dioxide: <100 mg/!
Use Scenes
Product Characteristics N
(Usage * Recipes)

« Premium red dry reserved wine made of Areni Noir, the
signature red grape of Armenia with 6000 year history,

« Exquisite taste reminding a bouquet of sour cherry, herb,
spice and grassy flavors,

« Oak barrel-aged red wine,

« Light hue, high clarity, fresh acidity and soft tannins thanks
to harsh, continental climate and vineyards from up to
1200-1400m altitude.

We recommendto pair our wine with beef
and hard sorts of cheese.

mProduct Picture

Allergen (Specific Raw Materials)

Product

quality
control

Stainless vats for fermentation had been

installed outside.

Constructed a new building with temperature
control for the fermentation vats.
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Hygiene
managemen
t

Adequate attention had not been paid to | A thorough hygiene control system was developed,

hygiene management.

N.A.

and employee education was introduced.

(4) Improvement of Ecovec LLC (Lori region)

The company’s mission is to provide health-conscious consumers with unique health products. This

is consistent with the Armenian OVOP concept, and it was, therefore, selected as a model SME. The

main products of the company are ‘pine-cone jam and syrup’, which is said to have a nourishing effect.

It had only been exported to the Russian market before 2018, the company exports to Singapore on a

test basis and planned to export to several countries through its improvements in its product packaging

and hygiene management. This is also the result of the exhibition of their products at Food and Hotel

Asia (FHA) 2018 in Singapore under the third country training course implemented by the Project.
Table 30. Improvement in Ecovec LL.C

Before improvement

After improvement

- A description in Russian only.

-An English description was added.

Packaging | - Modest packaging that did not attract | - Information for health-conscious consumers was

and buyers. added.

labelling - The bottle was too large for consumers | - The old bottle was replaced by a bottle that is
to try. smaller and easier to grip.

Hygiene No distinction between clean and general | A clear separation between clean and general areas,

control areas. which prevent product contamination.

Website There have not been their own website. Newly developed website in Armenian, English,

and Russian
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N/A

(5) Improvement in Ar Phyto Pharm LLC (Tavush region)

The company, with about 10 employees, produces and sells herbal tea that make use of the characteristics of
Armenia. Such products are also consistent with the Armenian OVOP concept, and the company was, therefore,
selected as a model SME.

Through the pilot activities, the company realised the improvements listed in Table 31.

In addition, in order to enhance their business and to meet export requirements, the company identified a more
established and larger location that would allow for tighter hygiene management. They are also planning to move
their facility. This would enable the company to pursue the following new opportunities:

@ Apply to HACCP
The company have already started recording their employees’ conditions (hands, nails, skin problems,
uniform, jewellery, cosmetics usage, injuries, etc.) in preparation for the application requirements.

® Expand product assortments
A high demand for two products has been identified at local expos and new launches are currently planned: 1)
Stevia for diabetics in Armenia, and ii) basil.

@ Obtain a clinical certificate (a more serious category than “food”)
The company expects to gain a new customer segment in those who look for more safety and efficacy in
what they consume. The company justifies this move as a good way to differentiate themselves from other
herb tea brands.

The owner commented that the influence that the Project training had on them was ‘internationalisation’.

Following all of the above improvements, their long-term plan is to expand exportation as they would be
comfortable with foreign customers, having learned customers’ requirements and the ability to communicate with

them.
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Table 31. Improvement realized in Ar Phyto Pharm

Before improvement After improvement
Packaging | ® A paper box that could easily be crushed | Aluminium packaging with a high-quality seal
and has a low-quality seal. and a sophisticated design.
® A low-resolution photo with an outdated
image.
New packaging with a rejuvenated brand
image
Hygiene Poor cleaning at the entrance to the raw | Maintenance of the entrance to the raw
control materials storage space. materials  storage  space and  the
implementation of education for employees.
Lack of insturctions for employees Renovated toilets with hand-wash instructions
N/A
Products put directly on the floor Elevated product storage with wooden pallets
N/A
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333. Diffusion of the results of pilot activities to other local SMEs
To extend the improvements of the model SMEs to other companies, the SMEDNC regional office staff held

workshops to share these experiences with them.
® A workshop in the Vayots Dzor regional

office in April 2018 as shown by the picture
on the left (10 SMEs participated)
® A workshop in the Armavir regional office in
April 2018 (8 SMEs participated.)
® A workshop in the Lori regional office in
Workshop to share experiences of model SMEs in April 2018 (9 SMEs participated,)
SMEDNC Vayots Dzor regional office ® Workshop in Head office in May 2018 (15
SMEDNC officials participated.)

In addition, some exhibitors in international trade fairs in Japan and Singapore realised similar diffusion

activities. They are as follows:

(1) PE Arkadya Khachikyan:

Arkadya has been very active in disseminating what he has learnt from the training experiences. First, a
dissemination meeting was conducted in the Armavir region to share their experiences with local producers. The
owner has also continuously been providing training to dried fruit producers in his area to share his learning

accompanied by photos from a Japanese factory to show the final goal of the hygiene management standard.

(2) Old Bridge LLC:
Taking this knowledge and experience, Old Bridge has been engaged in two dissemination actions:
(D They conducted a dissemination session in April 2018.
Old Bridge shared what they had learned from the training to the participants, who were local wine and dried
fruits producers from the Vayots Dzor region.
@ They involved the Vine and Wine Foundation to disseminate expo skills.
The company shared their detailed expo experiences (e.g. how to get in touch with potential buyers before the

expo, how to prepare for the expo, how to follow up every evening during the expo, etc.) with the VWFA.
(3) Ecovec LLC:

The company representative has been speaking with producers, approximately 20 companies, in surrounding

villages and giving individual consultancy.
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(4) Ar Phyto Pharm LLC:
The company representative has been participating in other trainings sessions (e.g. on the traceability of raw

materials) and actively sharing her experiences and related knowledge to other local participants.

34.  Activities and results related to the Output 3
Output 3 is defined as “The export of Armenian local products is promoted for international markets,
including Japanese, European and/or neighboring countries' markets.” To measure the achievement of this

output, the indicator was defined and achieved by the end of the Project.

Table 32. Achievement of the indicators for Output 3

Indicators Achievement confirmed by the end of 2018
3-1. Atleast5 | ® Seven (7) kinds of local products were exhibited at internatinal trade fairs; FOODEX
Armenian JAPAN 2018 held in Japan and Food and Hotel Asia (FHA) 2018 held in Singapore.
products have a v' Wine
new v Dried-fruits
international v Hearbal tea
business linkage v Compote
by the end of v Pine cone products
2018. v" Honey

v Vegetable puree

® Utilising the experiences gained in the trade fairs, some SMEs realised their export
goals; wine was exported to Germany, Czech and the United States, making full use
of the experiences gained at the trade fair. Compote producers increased their exports
to the Russian market. Pinecone producers exported healthy foods to Singapore on a
test basis. Dried fruit producers started to export to the U.S. and Russia and plan to
export to Poland.

® In addition, many Armenian producers exhibited their products at international trade
fairs in Paris, Dubai, London, Niimberg by applying the Advanced OVOP method.
The SMEDNC launched the Product Promotion and Internationalisation Department
under the technical support of the Project. The department systematically supports the
Armenian SMEs’ participation in international trade fairs. This has resulted in a large
number of products being sustainably introduced to foreign markets.

The SMEDNC selected the Japanese and Southeast Asian market to realise the Project’s export promotion
activities because (i) the Asian market has been paid little attention to by Armenian stakeholders, and (ii) export
promotion for Western European and North American markets shall be covered by other international cooperation
programs implemented by agencies of each country.

Regarding the export promotion of Armenian local SMEs, the main activities carried out during the reporting
period were as follows:

@  Improved management of model SMEs for international markets (see 3.3.2);
@  Support for the participation of model SMEs in international trade fairs (FOODEX JAPAN 2018) through
training done in Japan;

@  Support for the participation of model SMEs in international trade fairs (Food and Hotel Asia 2018) through
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training done in Singapore;

@ Systematisation and diffusion activities of the Advanced OVOP method for effective participation in

mternational trade fairs.

34.1. Participation in international trade fair in Japan (FOODEX Japan 2018)

(1) Preparation for participation in FOODEX Japan 2018

For effective participation, the Project and the SMEDNC realized the following activities;

® Selection of exhibitors:

The SMEDNC selected three (3) SMEs among the model SMEs, to be exhibitors at FOODEX JAPAN 2018,
by assessing the progress of pilot activities. In addition, the products of two (2) model SMEs were selected as side

exhibitions (See Table 33).
Table 33. Exhibitors in FOODEX JAPAN 2018

Exhibitors Location Products
Rozfrud LLC Lori Compote

Old Bridge LLC Vayots Dzor Wine

PE Arkadya Khachikyan Armavir Dried fruits
PE Harutyun Zakaryan (side exhibition) Lori Honey
Matevosyan Wine LLC (side exhibition) Vayots Dzor Wine

®  Training for effective preparations:

The Project provided several training programs for both exhibitors and coordinators (SMEDNC staff who

coordinated the activities), on the following themes:

»  Development of a product presentation sheet and promotional materials;

»  Export logistics and related regulations in Japan;

»  Communication and negotiation skills in the booth.

® Participation in FOODX Japan 2018 and feedback:

Through participating in international trade fairs, it is important (i) to integrate market information in trade fairs.
This is because they are "international event type" marketing platforms so that local SMEs develop/improve
products, with understanding of consumers’ needs in target markets, (ii) to engage in business-matching with
buyers for the export of Armenian products. From this point of view, the trainees were assigned the following

tasks: (i) to discover cases that could be used for product development, and to learn from the other exhibitors, and

(ii) to identify points that needed to be improved upon by reflecting on their business-matching.
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Exhibitor provides samples to visitors Exhibitors explaining products to visitors

Nearly 400 visitors (professional buyers and general visitors) visited the Armenian booth and approximately 40
buyers engaged in detailed business- matching with three (3) exhibitors. After returning to Armenia, the wine
produced by Old Bridge was introduced by Japanese mass media. In addition, dried fiuits of Arkadya Khachikyan
received inquiries from Japanese buyers.

After the trade fair, the Project held a review session with trainees to gather the lessons and good practices that
had been leamnt in order to identify post-training activities. This session was intended to share the lessons learnt
among not only the trainees (SMEDNC staff and exhibitors) but also SMEDNC staff and SMEs who had not
participated in the training.

342. Participation in an international trade fair in Singapore (Food and Hotel Asia 2018)

For the preparation and participation in Food and Hotel Asia (FHA) 2018, SMEDNC staff who had experience
at FOODEX Japan realized the required procedures with stronger involvement in preparation and implementation
and supported local SMEs representatives who were not familiar with international trade fairs.

Three (3) SMEs and one (1) side exhibitor were selected as exhibitors among the SMEs (Table 34).

Table 34. Exhibitors at Food and Hotel Asia 2018

Exhibitors Location Products
Agrar Armavir Armavir Vegetable puree
Ar Phyto Pharm Tavush Herbal tea
Ecovec Lori Pinecone products
Nairyan Gouret LLC (side exhibition) Armavir Dried fruits

FHA2018 was held between April 24" and April 27" at Singapore EXPO. Nearly 78,000 people came from
approximately 100 countries to buy, gather related information, and realize business-matching from about 3,500
booths that represented more than 70 countries. About 350 people visited the Armenian booths for tasting and

information gathering.
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The booth received many visitors Business matching with potential buyers

On site, compared with visitors at FOODEX Japan 2018, the trainees observed the following differences:
®  Visitors are diverse (in addition to Asian countries, from the Middle East, Europe, Africa and South America
with different religious backgrounds were present).
Most visitors can communicate in English.
Buyers from Muslim countries, such as Malaysia and Indonesia, frequently asked about Halal certifications.
In regions where Armenian communities exist, effective business-matching for local SMEs can be supported.
Those points were given as feedback to stakeholders in Armenia.
As a result of the exhibition, Ecovek LLC exported products to Singapore on a test basis and other exhibitors
also obtained positive results for future export possibilities, such as conducting second business-matching sessions

after the trade fair, being asked for additional sample products, or official quotations.

Exhibitors obtained information from visitors Presentation in Michelin Guide website

It is also noted that the Armenian booth was chosen as one of the five (5) booths to visit, and it was publicized

on the Michelin Guide’ website?.

343.  Application of the experiences by exhibitors in Japan and Singapore
After participating at these two international trade fairs, exhibitors have utilised the experiences and lessons they

have learned by themselves as follows:

24

https://guide.michelin.con/sg/dining-out/food-and-hotel-asia-2018-five-exciting-booths-to-check-out/news?q=french&max=10&offset=120
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(1) Rozfrud LLC
Utilizing the experience and lessons learnt from FOODEX Japan 2018, the company realized the following

areas for export promotion.

(D New export deals were closed: The company started to ship to USA. In addition, a new customer in France
was gained as a result of participation in another international trade fair (SIAL Paris 2018).

@ Preparation to enter Japanese market started: The company is in process of further quality improvement
to meet the Japanese standard.

(@ New healthy product lines came in plan: The company started various new product development and

strategic product line expansions with “no chemicals” and/or “sugar-free” claims, gaining ideas in Japan.

Example of newly developed products

(2) PE Arkadya Khachikyan
After the EXPO, the business continues to export promotion, using the experiences obtained as follows;
D An online retailer from Hong Kong started negotiation for a small batch for a trial.

@ New export deals to USA and Russia would be starting: Rozfrud LLC supports PE Arkadya Khacikyan to
exporting dried fruits to USA and Russia.

@ Exportation to Poland came in preparation.

Alocal liaison to facilitate export and import has been set up in Poland with a family member.

Dried fruits to be exported to USA, under collaboration of Rozfrud LLC.
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(3) dBridge LLC
Following the training and expo participation, the company executed action plans committed during the Japan
trip.
D White wine production:
They expanded the vineyard and started white wine production, as they recognized a higher demand of white
wine than expected in the Japanese market. Four thousand bottles are in their production forecast for 2019.
®@ Participation in other international trade fairs
The company participated in ProWein in Diisseldorf, Germany, with which they applied all the exhibition
skills they learned through Foodex. It resulted in new export deals to U.S., Czech Republic, and Germany.
Furthermore, the company is planning to participate in Drink Japan Expo in November, 2019.
@ 3-year plan

In their 3-year plan, they are considering Japan, Benelux markets, and Singapore to enter.

Label for white wine newly developed
4) Ecovec LLC
After participating in FHA with the Project, the company gained the following business expansions.

(D Sent product samples for market testing to a potential customer in Germany to sell through a distributor who

is specialized in chain stores with Russian alcoholic drinks.

@ Developed a new vodka product line for a premium positioning, with a new package to convey its premium

image and set the price 20% higher.

344.  Application of the Advanced OVOP method to participate in other trade fairs

The Project has developed an effective participation method for the promotion of local products in trade fairs
held in foreign countries and in Armenia where overseas visitors come for business matching. The Project widely
diffused the method to local SMEs through the SMEDNC and other institutions. The Advanced OVOP method
was utilized in the following international trade fairs (see Table 35). In addition to six (6) exhibitors mentioned
above, 77 SMEs applied the Advanced OVOP method for export promotion.
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Table 35. Trade fairs where the Advanced OVOP method was utilized by local SMEs

Name of the trade fair Country Period No. of SMEs Supporting institutions
exhibited
Harvest Festival Armenia | September 2016 3 SMEDNC
ARMPRODEXPO Armenia October 2017 16 SMEDNC
Middle East Organic & UAE | December2017 12 SMEDNC, ADA
Natural Products Expo
Natural & Organic Products | ¢ April 2018 6 SMEDNC, ADA, EEN
Europe 2018
Harvest Festival Armenia | September 2018 9 SMEDNC
SIAL Paris France October 2018 12 ) SMEDNC,’
Business Armenia, ICT
Middle East Organic & UAE December 2018 7 SMEDNC, ADA
Natural Products Expo
World’s Leading Trade Fair SMEDNC, ADA, EEN
Germany | Feb 2019 12 ’ ’ ’
for Organic Food © Y oAy ICT

As a consequence, 83 SMEs (6 SME:s directly supported by the Project to participate in trade fairs in Japan and

Singapore and 77 SMEs listed above) have participated in trade fairs by applying the Advanced OVOP method. In

addition, to systematically promote the participation in international trade fairs of local SMEs, the SMEDNC

established the Product Promotion and Internationalisation Department and appointed Ms Karapetoyan as the

Director. She has been one of the main counterpart personnel of the Project. Thus, the Advanced OVOP regarding

international marketing was utilised systematically by the SMEDNC?.

35.  Activities and results related to Output 4

Output 4 is defined as “Tourism in OVOP pilot area is promoted for both domestic and foreign tourists,

including the Japanese tourists.” To measure the achievement of this output, three (3) indicators are defined that

were achieved by the end of the Project.

3 As a consequence of the structural reform of the SMEDNC, the coordination for international trade fair participation shall be
realised by International Cooperation Programs Division from April 2019 onwards.
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Table 36. Achievement of the indicators for Qutput 4

Indicators

Achievement confirmed by the end of the year 2018

4-1. New tourism product is
introduced for foreign markets,
including,  Japanese = and/or
European markets.

Five (5) tour operators participated in Tourism EXPO Japan 2018
within the training in Japan, and introduced 27 tourism products

The same operators also made presentations of the tourism
attractions of Armenia at an exclusive event to promote Armenia. It
was hosted at a travel café in Tokyo.

4-2. Services of SMEs is
improved in the manner of
advanced OVOP method.

Improvement was seen in the progress of local SMEs in tourism
sectors, including B&Bs that participated in the Project Phase 1, by
applying the Advanced OVOP method.

4-3. At least 20 tourism products
are developed utilizing Armenian
Advanced OVOP method.

From the 27 tourism products (local tours) introduced at Tourism
EXPO Japan 2018, 20 were new.

Through the implementaiton of start-up training sessions, 28 new
businesses in the tourism sector were inaugurated, in addition to five
(5) tourism businesses to be inaugurated with disbursement of
start-up loans with credit gurantee by the SMENDNC.

To achieve this output, the Project realised several activities in Armenia such as training sessions, workshops,

technical advice sessions, facilities made to strengthen relationships among stakeholders, as well as training

sessions held in Japan and third countries (see Table 37 that has extracted theme related to tourism promotion).

The Advanced OVOP material on local tourism promotion (see 3.2.2) was used as the fundamental base to any

activities related to Output 4.

Table 37. Contents of training courses in Japan and 3" countries related to tourism promotion

Training in Japan
1* training 2" training 3" training
Period February 2017 March 2018 September 2018
Place Tokyo and Yamanashi Tokyo and Yamanashi Tokyo and Nagano
Main contents e Wine tourism promotion ® Operations of a wine o [ocal tourism promotion using
related to capacity program of local government production and wine tourism local resources/products
development for e Start-up of traditional promotion complex operated o Local branding and local
tourism accommodation by a female by local government tourism promotion
promotion entrepreneur e In-bound tourism promotion
o Characteristics of Japanese for small scale accommodation
tourists
Training in Thailand Training in Singapore
Period November 2017 April /May2018
Place Bangkok Singapore
Main contents o Tourism product development | e Tourism product development
related to capacity using local cuisine using local tradition and
development for (gastronomy tourism) culture (tourism product to
tourism promote in-bound tourism)
promotion
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Learning in Japan about start-up of Learning in Japan about tourism development
accommodation in rural area utilizing local unique resources

3.5.1. Activities intended to introduce new tourism products to foreign markets
The Project categorized tourism products as;
® (ategory (i): Products provided directly by local SMEs. In this category, services such as accommodation
(B&Bs), restaurants, local tours, etc. are included.
® (ategory (ii) Products such as organized tours that promote the use of tourism products in category (i).
Because majority of the local SMEs which operate tourism products in category (i) face difficulties in
promoting directly in the international markets due to the limitation of human and financial resources, the Project
emphasized on reinforcing tourism products in category (ii).
The discussion with the SMEDNC and STC confirmed the strong expectations from the Armenian side
towards the Project to promote the country’s local tourism to the Japanese target market. Accordingly, the Project

realised the following activities:

(1) Capacity development for the effective introduction of tourism products to Japanese market.

The Project provided occasionally technical advice and training targeted to both national entities related to local
tourism promotion and private entities that provide tourism products in category (ii), which encompassed:

»  Lectures on the characteristics of the Japanese market

»  Lectures to develop effective promotional materials suitable for the Japanese market.

»  Training session for exhibitors and SMEDNC officers for the effective introduction of tourism products in
the EXPO (identification of potential business partners in Japan, understanding the wants and needs of
Japanese travelers concerning traveling abroad, effective promotional communication, etc.).

»  Technical assistance to conceptualize and plan the in-booth events and activities at Tourism EXPO Japan,
primarily for SMEDNC staff.
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Figure 18. Lecture material to develop effective promotion materials for Japanese market

(2) Strengthening collaborations between related national entities for effective intorductions
For effective introduction of Armenia as an attractive tourism destination, the Project and the SMEDNC agreed
to participate in the Tourism EXPO Japan 2018 and in the form of national booth. The Project facilitated the
process to strengthen the collaborations among related national entities through accompanying the SMEDNC
executing the following;
®  Application of the national Armenian booth at Tourism EXPO Japan 2018 with the name of the SMEDNC.
®  Establishment of a collaboration mechanism among the SMEDNC, STC and ATDF, signing MoU (see
1.7.2).
Collaboration with the Embassy of Armenia in Japan (see 1.7.6)
Cooperation of the WVFA and obtain in-kinds (wine and promotional materials) and knowledge transfers
(characteristics of Armenian wines, serving techniques for tasting, etc.) to the SMEDNC staff in charge of

the international marketing (see 1.7.3).

(3) Practice of Armenian tourism products introduction in Japan
As a part of programs of the training course in Japan, the Project conducted two principle activities for effective
introduction of Armenian tourism products at the Tourism EXPO Japan 2018.
®  Introduction at the Tourism EXPO Japan 2018:
The SMEDNC and related institutions organized the national booth at the Tourism EXPO Japan 2018, as
part of the training program. During the exhibition period, approximately 80 travel businesses and 400

general public visited the Armenia booth and attended by the Armenian participants for business meetings
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and/or travel information inquiries.

The exhibitors made the Armenian tourism appealing to the Japanese visitors, who are largely unfamiliar
with Armenia as a country in general, not to mention as an attractive tourism destination. The exhibitors used
tourism booklets and other promotional materials.

® Introduction in an event held at a travel café in Tokyo:

The Project also coordinated an event in partnership with the Embassy of Armenia in Japan and a
Japanese tour operator to introduce Armenia as an attractive new destination to a group of seasoned travelers.
Twenty-three (23) people attended the event and got an exposure to the Armenia’s tourism attractions,
including the tasting experience of wine and dried fiuits. The training participants (tour operators) had
significant opportunities to respond to the questions raised by the Japanese potential travelers as well as to
exchange ideas as to how best the Armenia’s tourism attractions can be exploited by the Japanese tourists.

In Japan, five (5) tour operators introduced 27 tourism products, 20 of which were products newly developed for
the Janapese market.

Through these activities the participants recognized the importance of synergistic effects of local products and
tourism promotion which is necessary to achieve the overall goal of the Project®®. Thus, the training objective was

achieved, such that the trainees could apply the learnt strategy in Armenia.

Armenian booth in Tourism EXPO Japan 2018 Introducﬁ?n of local tourism
by Armenian tour operators

3.5.2. Activities related to improving the service quality of local SMEs in the tourism sector
The Project provided training to improve the service quality levels of local SMEs in the tourism sector such as
B&Bs, restaurants, etc. The training sessions were conducted utilising the material of the local tourism promotion
of the Advanced OVOP method. The trainings were realised in several regions by SMEDNC regional office staff
and in Yerevan for local B&B owners by collaborating with the Armenian B&B Development Association.
The following results were obtained through implementation of the training sessions;
® Improvement on marketing methods: By acquiring the Advanced OVOP method, B&B owners are capable
of providing information clearly such as features of the B&B and the region, such as history, culture, nature,

2 VWFA supported the wine exhibition and tasting, which attracted visitors and made them recognize Armenia as interesting wine tourism
destination.
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etc., as well as tourism information through brochures to tourists. In addition, some B&Bs started to display
and sell local products in their facilities. It contributes to provide opportunities their guests to know and
purchase local distinctive products in the area, to make differentiation of the B&B and to contribute for
strengthening local SMEs provide to provide opportunities to sell their products.

® Reinforcement of food hygiene management: The food hygiene management in B&Bs that provide food and
drink has not been sufficient so far. Therefore, there has been a risk of food poisoning. Since FSIB has been
promoting food safety inspections for accommodation facilities, etc. The Project provided training session on
food hygiene management as one of the Advanced OVOP methods which can be implemented in
small-scale facilities with sustainability. Now, they can provide food and drink for their guests with more
confidence.

® (Cleanness of facilities: By learning the concept of 5S which is included in the Advanced OVOP method,
some owners started to utilize check sheets to keep thoroughly cleanness of guest rooms and common spaces

of the B&B. It contributed to increase favorable impression of the guests towards the B&B.

Training for local SMEs in tourism sector Training for B&B owners

3.5.3. Activities related to developing new tourism products

The Project realized the following activities to facilitate the development of new tourism products:

(1) Implementation of start-up training to foster local entrepreneurs in the tourism sector.

The training was realized in seven (7) regions (see 3.3.1) for the development of new tourism products in
category (i). As a result, 70 entrepreneurs in the tourism sectors were introduced to the Advanced OVOP method.
According to the end-line survey, 28 businesses such as B&Bs, restaurants, and other tourism service providers
were inaugurated, in addition to 5 entrepreneurs in the tourism sector had participated in the training during
January and March 2019 and were approved start-up financing and are now waiting for disbursement to start their

business.
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Business plan of new tourism products by participants of start-up training

(2) Training in Japan and third countries regarding new product development

As described in Table 37, every training course in Japan and third countries included programs to learn good
practices of new tourism products. Utilising what they had learned in these training sessions, some tourism
products have been developed or are currently under development, particularly in the Vayots Dzor region, which is
considered one of the oldest wine production areas in the world.
® Old Bridge LL.C, which had participated in training in Japan, inaugurated a wine tasting room for tourists.
® SMEDNC officers in the same region disseminated the information obtained in Yamanashi prefecture on

local wine production and wine tourism promotion among local stakeholders, including the administration of

Areni village (see 3.7.2).

Meeting between Areni village Mayor and
Wine tasting room for tourists SMEDNC former Executive Director
for further local wine tourism promotion

(3) Training sessions / workshops on tourism related business development, by utilizing the Advanced
OVOP method.

Training sessions and individual consultations were realized to develop new tourism products in category (ii),
mainly targeting the participants of Tourism EXPO Japan 2018 with the final goal of attracting Japanese visitors.
As a result, 20 products were developed utilizing the Advanced OVOP method. The products were introduced in
that EXPO (some examples are described in Table 38). Some tour operators received inquiries and orders from

travel agencies in Japan.
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Table 38. Example of new tourism products

Name of tour Contents
Armenian wine tour Specialized tour for wine connoisseurs and wine lovers.
Gastronomy & wine tour Experience and understand Armenian food, culture and regional

characteristics.

Learn about Armenian history during the Soviet Union period, special

Authentic Armenia t
Hientie cria four homemade cooking hosted by a family of a local artist.
Health & beauty tour Leam gbout gnd experience folk remedies for health and beauty from Armenia
in medieval times.
Silk Road tour Follow the route of the Silk Road in Armenia.

Visit local villages to experience traditional food and practice yoga at spiritual

Country tourism and yoga tour
ry YO8 power spots.

3.6.  Activities and results related to the Output 5
Output 5 is defined as “Marketing platforms, including a roadside station, work for local business

development.” To measure the achievement of this output, two (2) indicators are defined, which were achieved

by the end of the Project.
Table 39. Achievement on indicators for Output 5

Indicators Achievement confirmed by the end of the year 2018
5-1. The marketing platforms | ® The OVOP Facebook page developed in the Project Phase 1 has
established by the Project Phasel been continuously used for collecting customer voices.
work  for local  product | ® Event-type plaform was applied in Armenia and Japan to collect
development in a continuous consumers’ voice.
manner.
5-2. At least 2 new practices of | ® As a new type of platform, international event-type platform has
the marketing platform are been put into practice through participation in trade fairs.
developed, by applying the | ® Technical support for planning for Road Side Station (RSS)
platform manual elaborated by the operation has been provided by learning RSS operation in Japan and
Project Phasel. development of operational guideline.

3.6.1. Development of marketing platform developed during the Project Phase 1

The Project has been strengthening marketing platform, that is, a framework to incorporate the results of the
Project Phase 1 and improve and develop local products based on opinions of markets and consumers, while
simultaneously supporting the marketing activities of regional SMEs. Marketing platforms developed during the

Project Phase 1 that have been continuously utilized are classified in the table below.
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Table 40. Existing types of marketing platforms

Type Objectives Examples

Organizing an event that can attract potential ®  Wine festival

Event-type | customers in order to promote and sell the local | ®  Harvest festival
products and services on a trial basis. ®  Art festival
Arrangements that provide businesses and ®  Armenian OVOP Facebook page

Monitor-type | entreprencurs with mediated access to a specific | ®  Structured questionnaire survey of

target market segment. consumers
Operation of a physically established sales outlet,

Shop-type | which ensures immediate and detailed ®  Antenna shops

communication with the producers.

During the reporting period, the Project utilized the following existing platforms:

(1) Armenian OVOP Facebook page”’ (Monitor-type): The Project continues to disseminate information on

local products and the Project activities.

(2) Participation in events to survey consumers’ preferences (monitor-type/event-type): During the Project

period, the Project continue to participate in several events to survey preferences of consumers, applying

questionnaire developed by the Project;

Table 41. Implementation of monitor and event type of marketing platform

Name of event Place Period Description
Areni wine Atreni, October Collaborated with SMEDNC and Areni Wine Foundation, the Project
Festival Vayots-Dzor | 2016  and | provided opportunities local wineries to exhibit their products. In the
region 2017 event in 2016, questionnaire was applied to 200 overseas visitors to

survey the preference of wine and wine tourism.

Christmas inthe | Yokohama, | December Collaborating with Embassy of Armenia in Japan, the Project presented

World Japan 2016 Armenian dried fruits, fruits drinks, wine, vodka and applied
questionnaires to 150 Japanese visitors.

Armenian Tokyo, May 2017 The Project realized presentation and exhibition of Armenian local

Cultural Week Japan products for awareness raising of Japanese visitors (collaborated with
Embassy of Armenia in Japan).

The Project elaborated questionnaire applicable in events to know the preference of consumers.

Exhibition of Armenian local products for tasting

in the Christmas in the World

27 https://www.facebook.com/ovop.army/

Presentation of Armenian local products
in Armenian Cultural Week
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(3) Coordination of wine tasting by Japanese sommeliers (monitor-type): In August 2017, two (2) Japanese
wine sommeliers tasted three (3) Armenian wine brands which participate in the Armenian OVOP
movement so that the wineries can receive feedbacks regarding the Japanese potential consumers’ preference.

The result was shared and utilized in a selection process of exhibitors in FOODEX Japan 2018.

3.6.2. Development of new marketing platforms

The marketing platforms develped and operated in the Project are as follows:

(1) Support for local SME:s to exhibit in international trade fairs as international event-type marketing

platform
International trade fairs are an important opportunity for export-oriented local SMEs which otherwise do not

have overseas offices or representatives, because thousands of buyers visit such trade fairs to identify products and

for business matching, The Project defined international trade fairs as “international event-type marketing

platform”, where is a good opportunity for local SMEs to develop or improve local products, reflecting the

opinion of customers in target markets, and realized following activities:

® Elaboration of guidebooks both for exhibitors and support institutions such as SMEDNC for effective
exhibition (see 3.2.2).

®  Provision of technical support for participation in international trade fairs (see 3.4). The Project directly
supported the participation in 3 trade fairs (FOODEX Japan 2018, FHA 2018 and Tourism EXPO Japan
2018). In addition, SMEDNC, collaborating with other donors, supported local SMES to participate in 8
trade fairs (see 3.4).

(2) Technical support for the operation of Road Side Station in Lori region

The SMEDNC plans to establish Road Side Station (RSS) in Lori region in 2019%, as part of the
EU-implemented Boosting Competitiveness of Regional SMEs Project (see section 1.8.1).

The SMEDNC learned the role of RSS in local economic development through a training course held in Japan
during the Project Phase 1. A RSS has a basic three function; rest function, information provision function and
regional development function. The SMEDNC has considered RSS as a “multi-purpose type of marketing
platform” to provide opportunities for local SMEs to exhibit and sell their products, in addition to attracting

tourists by providing local tourism information and regional events.

% Ttis expected that the construction will be completed by June 2019.
72



Exterior image of the RSS Interior image of the RSS
(Source) SMEDNC (Source) Mockup presented by SMEDNC

During the Project period, the following activities were realized in preparation for the effective and sustainable
operation of the RSS;
®  Support for the development of a guideline of the operations of the RSS.
®  Provision of lecture on RSSs in Japan (Michi no Eki® Tomizawa and Kai Yamato, both in Yamanashi

prefecture).

Lecture on Michi no Eki Tomizawa Lecture in Michi no Eki Kai-Yamato

3.7.  Activities and results related to Output 6
Output 6 is defined as “The Project activities on Armenian OVOP movement are monitored, and the
lessons learned from the activities are used for local SME development.” To measure the achievement of this

output, three (3) indicators are defined, that were achieved by the end of the Project.

% Michi no Eki means Road Side Station in Japanese.
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Table 42. Achievement of indicators for Output 6

Indicators Achievement confirmed by the end of the Project
6-1. The quarterly progress reports of | ®  The quarterly report as well as the monthly report has been
the project activities are elaborated. prepared by the SMEDNC.
6-2. At least 10 SMEDNC staff | ® 29 SMEDNC staff in both Head Office and Regional offices
members apply the lessons learned applied lessones learned in activities related to SME
from the project activities in different promotion.

tasks related to SME promotion.

6-3. SMEDNC utilize data base and | ® The monitoring (executed in August 2018) and end-line
realize  periodically  quantitative surevey (executed January to February 2019) by SMEDNC
monitoring. regional office staff leads to improvements in the management
of local SMEs upon the use of the Advanced OVOP method.

3.7.1. Development of a quarterly report on the Project
Japanese experts and SMEDNC staff have established a system to report and share the results of the Project
activities. Both parties prepared the following reports and shared their progress and issues.
®  Monthly reports in English and Armenian to distribute to a wide range of stakeholders.
®  Quarterly report in English to submit to JICA Uzbekistan Office

3.7.2.  Application of lessons learned onto local SME by SMEDNC staff

According to the end line survey, a total of 29 SMEDNC staff in both the Head Office and Regional Offices
have applied the lessons they had learned from the Project, such as method on development/improvement of local
products, quality and food hygiene control and marketing, onto local SME development in some ways (see Table
43). These staff members disseminated the good practices of local SMEs that had applied the Advanced OVOP
method to other SMEs and entrepreneurs. They also disseminated the good practices that they had learned in
training sessions in Japan and third countries to SMEs and other related entities. The information was
disseminated to some local government bodies and other entities.

For example, in the Vayots Dzor region, SMEDNC regional staff provided several seminars that demonstrated
good examples among local SMEs, including cases of effective exhibitors in international trade fairs in both Japan
and Singapore as well as good examples of local tourism promotions. The wine tourism promotion activities in the
Yamanashi prefecture in Japan was of particular importance. In addition, the information was shared with some

local government bodies.
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Table 43. Number of SMENDC staff who applied the OVOP method to local SME development

No. of staff applied OVOP concept Quality control Marketing

Head Office® 9 5 5

Vayots Dzor

Armavir

Shirak

Ararat

Kotayk

Lor

Syunik

Aragatsotn

Tavush

NN N[N NN N[N [\O
SN N[N DN
SO N[NNI |O
NN N[NNI [N NN [N [N

Gegharkunik

N
O
N
—
—_
o0
N
D

Total

3.73. Strengthening the monitoring function of SMEDNC on local SMEs’ activities
To measure the improved capability of each SME, it is important for the SMEDNC to establish a monitoring
mechanism. In August 2018, SMEDNC regional branch staff realized monitoring of local SMEs by visit or
telephone, to survey whether they continue to use the Advanced OVOP method (such as introduction of quality
and hygiene control system, improvement of production facilities and processes, introduction of new marketing
strategy and method, development of new products or improvement of existing products, improvement of
packaging, etc.). After that, the Project implemented end-line survey in February 2019. SMEDNC regional staff is
required to realized periodical monitoring, instruction and support to local SMEs. The Project provided activities
that strengthen the monitoring mechanism as follows:
® Establishment of a database of local SMEs and start-ups: The Project in collaboration with the
SMEDNC developed a database of local SMEs (See Figure 19). This database enables SMEDNC staff to
observe and measure the impact of activities that involved the use of the Advanced OVOP method.
®  Strengthening the involvement of the SMEDNC Monitoring and Control Department: Mr Rafael
Kosyan, a staff member in that department, was appointed to be the official in charge of establishing and
implementing the local SMEs’ monitoring system by the SMEDNC Executive Director.
® Implementation of training for SMEDNC staff to practice monitoring: The Project, in collaboration
with the Monitoring and Control Department, conducted monitoring training sessions for SMEDNC staff.
The monitoring system comprises either monitoring on-site or monitoring by telephone. Monitoring on-site

training was implemented with the collaboration of a local company (Ararat Food Factory).

303 staff of Product Promotion and Internationalization Department, 2 of International Cooperation Department, 2 from
Information, Consulting and Training Support Programs Department and 2 from Analysis and Development Department (at
the time of end-line survey)
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Business type
1. Food&Beverages

. (factory, restaurant, fast Loan o
Business food) olNo Monitoring
N SME Director regls;a:lon 2 B&B, Region Inspector Respondent 1 Yes by the dalesfS:Veendllne
3. Other tourism end of 2018 Y
company,
- h - 4. Other company - -
1 U2 Ubtw Punpuuupubl |Qhhw Pwnnuuwnpijwl|20.01.2017 2 Vayots Dzor Lhihe Iwynpjwu Ullw Pwnnuuwpuwl 0 2019/1/22
2 U2 Pphtw Ohwijub Mwd{pphlu Ohwlijwl  |20.01.2017 1 Vayots Dzor Lhipp 3wynpwl  |Pphlw Ohwilywl 1 2019/1/22
3 U2 Uth Quuuupjub Wuh Quuupwpjwl 01.02.2017 2 Syunik Lwlubl Swnpuwu Uuh Quuwwpjul 1] 23.01.19
4 |U2 Upupk Upbpuwbyub 3{‘:‘2}:;””“] 05.02.2017 1 Vayots Dzor Lhihp 3wlnpuwl |UndhUt Uspuwlyui 0 2019/1/22
5 «QBUNBYS Fun, Une  |URERLD 08.02.2017 1 Syunk Lwlubl Swinpuwl unpencn 0 23,0119
M bl 1wl Muundlilil
7 «db ©b» UNC Wuhy Quuuwnpjwl [14.02.2017 1 Kotayk Swynp UJwywl Uuhy Quuwwnuwu 1 2019/1/23
s |U2 Ubmp Umpuyub  |qunio Uwpwpsjub |15.02.2017)° souventrs froml ravush Uhywd Ohwlywil LUwjhywl 0 2019/1/22
9 U2 Zpujp Qunpgh Uydkwnhy{nuin Ugbmhujwb [06.03.2017 1 Gegharkunik UpdtU Bunlnuwl  |3pwyn UdGinhujwl 1
10 U2 NMnnnu Qpunfyymb Fhnpinnnu @judy jul 07.03.2017 1 Kotayk 3wynp Ujwywl 1
11 «LANE» UAR Upuwl Unwpb)jwb (28.03.2017 3 Lori Ultwy Uthnipwilywu Updwl Unwpbywl 1 24.01.19
1, |48 Umbihul Uikpouboul - |Ourhulb 30.03.2017 4 shoes Yerevan 1
Ununioh 1 hpunh1nh
13 U2 3nyhy Muyhyjwl 3nyhy Muwhyjwh [06.04.2017 1 Kotayk Swynp Ujwywl 3Anyhy Nwwhlywu 0 2019/1/23
14 U2 Uumnhy Unipnhljul U’S:T:SEM . 07.04.2017| 4 cloth atelier Shirak Unpyntl Uhunlywl | Uutnnhly Yntpnhlyw 1 24,01,2019
15 UQ Qnn Uudhpjuwl Qunpgh (@nn Udhpjul 12.04.2017 1 Shirak Unpynu Uhdnuywu Qnn WJhpjwl 1 24,01,2019
16 U3 duhb Stpubpjul Bwsb[Mubb Stpmspjul |20.04.2017) ‘_4 A Shirak UnpnU Ul |Guhs Sepuobpul 1 24,01,2019
4 bio fuel .
17 «URLUREL» UAR Guphlb Unpnjuli  [21.04.2017 et ion Lori 0 24,0119
18 «UuUS» Ume Onptpn 2wupbpjwl|25.04.2017|4 computer games Tavush Jhywd Ohwlywu M. Swhupbnjwu 1 2019/1/22
19 |u9 Jwpubthy 3wpnipynit vl::::‘hilzgmwm 02.05.2017| 4 childrengarten Avarat Euhl Anghwlbhuwl | o 3wpnuencywl 1 2019/1/25
20 U2 Lunt 3Iwdpwpanidjul Um[& PV 04.05.2017 1 Armavir Armen Grigoryan LunU 3wdpwpénidjwl 0 2019/1/24
inInnnAni 1wl
B 4 production of N TwnpBq
21 «LUIUUULASUL» UL Lupt Lujwuwpnjwl|18.05.2017 Z“”’"rg“ e Lori Uliwy Uthnipwiljwu [ 1 24.01.19
22 |ua UbIpUL Wunipjul bgn|UbJpul Wunipjuwb |19.05.2017| ° Production of Lori Uliwy Uthntpwilyul Uwuntt Uuncywl 1 24.01.19

dua r.

Figure 19. Monitoring database of local SMEs

Training of monitoring methods by telephone
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4. Recommendations and lessons learned

This chapter presents the lessons that were learned from the administration and operations of the Project and
makes recommendations that will reinforce the sustainability of the Project’s effects. They can be applied to the

continuous activities that will improve the assistance rendered to local SMEs.

4.1.  Thelessoned learned from the Project administration and operation

Through the implementation of the Project, the following lessons have been learned:

(1) Advanced OVOP method is effective to strengthen competitiveness of local SMEs.

As mentioned in 3.1.2, the result of the end-line survey shows that the application of the Advanced OVOP
method is effective in strengthening the management of local SMEs, particularly with regard to marketing and
quality (including hygiene management). These measures lead to an increase in sales and profits, clients, suppliers,
and employment. Therefore, to achieve sustainable regional economic development (the overall goal of the
Project), the continuous application of these measures on a wide range of local SMEs is essential. Figure 20 shows

the process to be adopted by the Project.

Application for Monitoring and
ToT for SMEDNC staff model SMEs and technical advice by
diffusion SMEDNC staff

Figure 20. Process of applying the Advanced OVOP method
(2) On-site customized training, coaching and follow-up are effective
According to interviews with owners and managers of selected model SMEs, on-site training, coaching and
follow-up training by SMEDNC staff and management consultants (BDS providers) were deemed effective in the
following areas: the strengthening of business strategies and operations, the identification of new markets with
newly developed products and/or improved products that are produced and processed in factories with improved

quality and hygiene control, and developing sophisticated marketing strategies.
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(3) Improvement of quality control measures and marketing is essential for competing in international
markets

To compete effectively in international markets, it is important to provide products that satisfy international
standards. The FSIB encourages food-processing companies to obtain HACCP certificates.

In addition to production, it is quite important for marketing strategies to have clear descriptions in order to
attract professional buyers and/or individual consumers.

The Advanced OVOP method includes important instructions for both production and marketing. Therefore,
the SMEDNC should continue to facilitate local SMEs with the materials needed to apply the method.

(4) Participation in international trade fairs is effective, if it accompanies with capacity development
program for exhibitors

Through participation in international trade fairs, local SMEs recognised the possibility of exporting their
products to new markets with improved products and marketing strategies. Even though they were not able to
reach agreements or enter into contracts with foreign buyers at that point in time, they are more confident now
with their accumulated knowledge and experiences. The SMEs realised the investments to improve their
production facilities, educate their employees, improve packaging and labelling, and develop marketing materials
etc. Some participants improved their English communication skills. It is important to continue providing them
with opportunities to participate in trade fairs combined with customised preparatory training,

The roles of the SMEDNC and other institutions that organise a booth at trade fairs are also important. It is
necessary for the Armenian booth to be set up with a clear concept and distinguishable design among the hundreds
of booths in the venue.

Collaboration among Armenian embassies and communities is effective in promoting Armenian products and

connecting with potential buyers.

(5) Local tourism promotion with production development is effective in producing a synergy effect

Although promoting the export of local products through participation in international trade fairs is effective,
some local SMEs experience difficulties due to the costs of logistics, the differences between the quantities that
buyers want to buy, and which SMEs are able to or want to ship.

As an alternative, local tourism promotion can be developed so that tourists can taste and consume local unique
products and utilise services such as accommodation, restaurants, etc.

At Tourism EXPO Japan 2019, Armenian participants recognised that the wine tourism industry in Armenia

was given a lot of attention by visitors.

(6) Continuous marketing platform development is useful for local SMEs
For local SMEs that do not have sales points or big enough production capacities to produce quantities that

wholesalers require, it is important to provide opportunities/places in which to sell their products. The sample
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applies to international trade fairs, domestic trade fairs, and any events that are suitable opportunities for selling
products for visitors. Currently, the SMEDNC is constructing an RSS in the Lori region. It is expected that the

RSS will serve local SMEs, including the tourism sector.

42. Recommendations for reinforcing the sustainability of the Project’s effects

The recommendations for reinforcing the sustainability of the Project’s effects are noted below. They are given
in terms of (1) knowledge diffusion and (2) reinforcement of the One Village One Product (OVOP)
implementation system.
(1) Strengthen the capabilities of SMEDNC staff and BDS providers.
(2) Strengthen the ownership of local SMEs.
(3) Provide continuous support for the promotion of exports with a selection of target markets.

(4) Accelerate the integration of local product development and in-bound tourism promotion.

43. Conclusion

JICA realised the technical cooperation between local product development and local brand promotion for six
years from 2013 to 2019. During the implementation period, the capacity development by applying the Advanced
method has been systematized and capacity development program for those who support local SMEs, such as
SMEDNC staff members and BDS providers, have been realized. The local economic development which will
lead to fill the economic gap between urban and rural areas will be accomplished by sustainable application of the

method.

(END)
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Annex 1 : Summary of the Project (Armenian)
«Stinuljui mimntunpjut qupqugnid b minujui wypuipwihytiph wnwednnid
<uwjuwumnwith <whpuytnniyniinud — thnyy 2» dpughp

Onwgph wdthnthnod

(1) Opwqpph pinhwiinip GupugpnipEnih

«Stnquui mbnbtunipyub qupqugnid L mbinujui wypubipwithptiph wnwednnid <wyuwumnwth
<wibipuytinniEyniinid — thnyy 2» dpuughpp (wyunithtn® Opwighp) hpuuiiwgyt L tpkip vwuph dunijnny,
2016p. hniihu wiuhg thish 2019pe. hnijhu unihup, hwenpntiny «Stiqujuit mbtnbuni pyub qupgqugnid b
wnbiujub wyputipwtihytiph wnwgdnnud» dpugnhb (Opwignh winwght thnyy)” nputiu <uyuwunwith «@npp
U dpohtt aintupunhpmpubt wgquyhtt Ghbwmpnty  hhdtwunpudh (wunhtin® ®UQ 9UY) htin
hpuuiugynn Guyniwyui mkubhjuut huniwgnpdulignipyut dSpwghn:

Opwghpp wpawntiumd E, np @UQ QUWU-p Yhpunmd E inpugyud «UkY gynin, dhl wpuownpubp»
dbennp Gtipphtt L dhpwqquyhtt ynijuibtitipnid mbinuijuih. ®UQ-tiph dpgniiwjnipjub pupapugdwib
tgquunwyny, npd i mwinud £ mbnujult mmbuwutt qupqugiwit: Opugph punuinphsbitipp b
Jumniggwopn thpuyugyud G- Nunmbp 1-nud:

MNunnljtip 1. Opwugph hpujuhugldwb gnpdptpwugp

(2) Opwqph hpitwuwh wpyynibpbtpp b Gjuanuibiipp
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Opwgnph hhdtuuit wpryniipdtipp htnlyugh G,

Opwghpp untindty £ fonpugquo UQUU dhennp’ oquugnpoting Opwigph winwghtt thnijh
wpynLiphbipp L Wywny npny tyniphin:

Opwghptt hpuuibwgnty & nuupbpuguyunitiph nuupbpugitp @UQ QUWG-h 21(puwinibly)
wpuwnujhgitinh 8 gnpownun quipqugiwi OwnuyninLibtip dwnnignn
Juquutpunipmibtph 24 (puwbynpu)  Ghpuyugmghsitiph hudwp, npybtugh  Gpubp
Junnnuitnh jhpunt phinpuggus UQU T dhpnnp mtiujub U Q-ttiph hudwn:
Quupipugujupitpp unpugyuwo UG-UW dhpennp hpuywugnty th dintwpunbtptiphtt (160
(hupnip Juwpunl)) dwuiwujhg Spwugnph Ynnihg hpujuigyud nuupbppugitipht 0 640 (Ybg
hwpnip pupwuni ) twubwjhg wy npniinnpbtph Ynnihg $htwbuwnpjud nuupbpugitphb ):
134 (hwpynip tiptiunc b snpu) @UQ-ttip Whennp fhpwenid Gb hptitg phqiitiu gnpéwniin pmibititin
nidtinugbtne tyumwyny:

LoanpJud OUQ-ubpp dwubulgly G dhpwqquyhtt wimbmpuyht gnigwhwiinbuiiiph: ®UQ 9U4
whiunmujhgbtinp - wewligly o bpwbtg  wdhh gy wnweimiwb b phqbbu
hudwyunmuupitini gyt hwinhynuditiph hwdwp: Uwubwlgnipyniihg htimn ®@UQ-titipp
upniiwnid G untindty/puptjunty wypubpbbpp, pubwlgl ghnpnitph htm b npnpty Gnp
wpuwphl pm uititin” wy] winbhnpuyht gniguhwimtiutitiphtt dwuygtint thongny: b hunida,
OUQ 9UU-i wyu thnpap Jhpunt) § Gwlb wy] wnbwmpughtt gnigwhwinbudtiph howdwnp:
Lonhwimip wndudp, dhennh Jjhpundudp 83 (nipunilh Gphp) OUQ-ULp wnwghly Gh
wpnuwhwiiwbd pwuiiuwb wewlgnipnih:

fonpugyuo UQUUW dbpnph Jhpunduddp wmbtinujub gpnuuppenipjubtpn qupgqugymy k(i)
uubwydtiph b mbinuiud gpnuuppeuyhtt phqiutitiph pupbuiwt upwidub, ne (i) Gnp
grnuuppeuyghll wpnnnimitiph dupdwbd thengny, npnip tuyjuumnmy G wipnuuwhdwiyub
grnuuppohljitiph - Ynmihg  wbnquiubd  phqbtubtiph  wpununpuiiph/Swnuwyn pniLbbtph
oquwugnpodwipn: Npubiu wipynilp Gwynbwljut ymjughtt thpuyugyly G 20 (puwb) tnp
untindywd gpnuuppeuyhtt wpnnmiyumkp: b hudbmdt, hpuubwgdty © owle nuupbpug
hynipun@iiph dSwinwynipyniLhiiiph pupbudud Yypupbpyu;

GnLjuywjupdw hwppwljittin, npntp untindyt Ehtt Opugnph winwighti thnijh phpwugpniy, nputiu
mbinujub  wypubptiph  wpweiniwd  ppwidut  dhengw  wpunwugnting  uwunnnbtiph
Juipdhpbtinp, 2wpnibwlymd £ oquugnpoyty: Upwyh G omjuyujupdiwb hwppwjitiph tnp
mbuwljiitp.

(w) Uwubwygnpmnit wnbwmpught  gngwhwbintubbphtt npuytiu Yhonguniwbh - wmhuyh
Uhpwiqquyhtl hwppwl: Opughpp hudwlupgty L 3 (Gptp) dhpwqquyhtt gniguwhwibintiuiipht
Jwutwlygnpni: b hugbnit, ®UQ 9UWU-p, wy] ngninpitph htim - huniwignpdwygni pyunip,
wewlghy L mtinujub ®UQ-ttiph 8 (nmye) thowqquyhlt gnigwhwimbuitiphtt dwabygnipyubn,
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npytiugh @UQ-kpp Jupnnuitiud unbindty/puptudty hpklg wipnumpubtipp” hwpyh winbiing
rhpwhiwyhtt ynijuyh hwwphimpnutiph Yupdhpbbipp: (il) @UQ QUWU-p, GU wewjgni pjunip uljuly
£ Innpni dwupgmd 6unithtignur Juywth Junnignidp, npp Ghpunpynid £, np mtinujut ®UQ-
ttphtt hiwpuynpmpni juw Juéwnt] hptidg wpnunpuitpp b tkpuyugil mbnujuib
gpnuuppoughlt dSwnwynugnibiipn: Opughpp wpudwnply £ wbuthjujub wewlignignia
Juywbh gnpowpluwh dtintiupljh Wywijdwbp:

® OUQ QUU-I mipuw il £ mbinujub @UQ-ttiph Quuwnhmupiwb dthowbhqip o hudupty
wmbnuut ®UQ-itiph npuywd thnpap: “dpwbghg dh pwbhup thpuyugdud th «UGUWT
hwgnnnipgull yjuuninenLiititipny Wnipn:

MNunnlytip 2. lonpugyuwd UG-UW dhpnnphjhpundunip inp untindjwd ih pwih wpmwungpuiiph
ophtiuljatip
(3) hunphnippitip b punjuwd npuutip
Opwgnh hpujuugdwih thengny punyty Gt hmlywy nuutipn.
® [funpugjuwd UGUU dbhpnni wpynibwdtn b mbnuijuid @UQ-Ukph dpgnibwlm pjul
nidinugiwt hwdwip:
Stinuyhtt hwpdwptgyud nuuptipugp, nintlignidp b himbmdt wipnyniwtun
Npuih Yyapuwhulnnnipyubt b ynijuyuyuwpdud puptjugnidp yqupumuwinhp G dhowgquyh
onjuiiipmy dpguygbm: hudwip:
® Uhowqquyhlt wnlunpuyhlt gnigwhwbintuitphtt dwutwlgnipnitd wpynibwdtn E, Gt
wyb qniqugymy £ gnigumpnnitiph Jupnnnipynibtitph qupgugdwb dpugpny:
® Stnuljwb gpnuuppgnipyub qupgqugniip wpnunpmpjub qupgqugiwb htim hudwuntin
wpmnt iyt | uhtiipgbinhy wgqntignigyni & unwtiuni hudwp:
®  Gnijuyuywpiwb huppwih Jwupnibujujui qupgugnidh oquuijun L mbinujubh ®@UQ-
titiph huniw:
Opwgnh wpryniiipbtinh fuyn inipyub undpuyinduwd haniwp anphmpnatipp dipuyugynid G unnplc
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npuwn (i) ghwmbhph mupuodwb b (i) «UkY gynin, Wby wipnwnpuibiphy (UGUWY) jhpundwb hudwljupgh
wdipuiy indwb:
® (Nidtinugity ®UQ QUG-h wphuwnwijhghtiph W gnpdwipup qupgqugdw dwnwynipnibitn
dwnnignnitiph Jupnnnigyndbbkpp:
® Wipuyint] mtinujub ®UQ-utph utthwjuimippub gqugniip hptilg hull qupqugdwi
ajundundp:
®  Gupnibtwujulud wewlgnpnid wpnwhwidul pwiiwbipn’ phpwhughtt ynjubtiph
phunpnipjunip:
® Upwqugil) mtnujub wypubptiph qupgqugdwb b iippht gpnuwppeni pyut winwgdniwi
hlunbkgpnidp:

(4) GqpuljugniE)nih

AaULG-0 6 (Yhg) mupyju pipugpniy, 2013-2019ppe., ppwijutiugnly L ntnuijub wpunwnputiph
qupqugiwub b mbnuub wypubpwihytph wnwedniwd mbubhfuiub wewygnipyub dpughp:
bpuutiugiwd pipugpmy  huiwljupgytig unpugquoe UQGUUW  dhpnnh Jhpundwbh thengny
Jupnnnipyniitph qupqugnidp b wyd jhpwnybg npuytu Jtpuoumpuundwi dpughp @UQ-tkpht
wowlgnipmilt mpudunpnn Juqiwytpuynenibbitph, htswhuhp th ®UQ 2UW4U-n b gnpowpup
qupqugiwb  Swnuwympnibbtp  Jwwmnmgnnbtipp, Gbpuyugmghsitph hwdwp: Stnuijub
nhnbuwljub qupqugnidp, npp mwbignt £ punupuyhtt b gniqujub oppwbiitinh dhele mbmbuwljut
nwpptipnipyubd juqiwbp, ytnp L hudwipgh dbennh juynid jhpundudp:

(WJIUrS)
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Annex 2 : Minitus meeeings on amendment of the Record of Discussions
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Attachment

1. Beneficiaries

Before

Amended Version

No clarification

Ultimate Beneficiaries:

Small and Medium Enterprises (SMEs)
and Entrepreneurs in 10 regions (Marzer)
Beneficiaries: SMEDNC

Reason: Clarify beneficiaries

2. Indicator of Overall Goal (1)

Before

Amended Version

The number of the SME participants in
Armenian OVOP movement is increased.

The number of the SME participants in
Armenian OVOP movement is increased
up to 400 SMEs.

Reason: Adding numerical indicator (40 SMEs per region on average)

3. Indicator of Overall Goal (2)

Before

Amended Version

The number of raw material providers
(Armenian farmers and businesses) for the
SME participants in Armenian OVOP
movement is increased.

The number of raw material providers
(Armenian farmers and businesses) for the
SME participants in Armenian OVOP
movement is increased by 2000.

Reason: Adding numerical indicator (50 providers per SME on average)

4. Indicator of Overall Goal (3)

Before

Amended Version

The number of raw material providers
(Armenian farmers and businesses) for the
SME participants in Armenian OVOP
movement is increased.

Income of local SMEs is increased by 30%
in 3 years.

Reason: Increase of income of local SMEs is more appropriate to verify improvement of
local economic development (increase 10% annually on average).
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5. Indicator of Overall Goal (4)

Before Amended Version
The number of national and international | Deleted

tourists who come to Armenian local
communities of OVOP participants is
increased.

Reason: It is not possible to measure the number of national and international tourists
who particularly intend to enjoy services based on OVOP.

6. Means of Verification (4)

Before Amended Version
Data collected by SMEDNC and/or public | Deleted
statistics

Reason: Indicator of Overall Goal (4) is deleted.

7. Important Assumptions (Project Purpose to Overall Goal)

Before Amended Version

None Palitical and economic condition of the
country is stable.

Reason: Enterprise activities and number of tourists visited from other countries may be
affected by political and economic conditions.

8. Indicators of Output 2

Before Amended Version

2-2 At least 80 businesses are newly [ 2-2 At least 80 start-ups are operating
registered in a formal way, by the end of | actively by the end of 2018.

2018. 2-3 At least 50 SMEs think that they are
applying Advanced Armmenian OVOP
method in their business.

Reason:

2-2 To propose to amend the indicators which show the sustainability of SMEs activities
who have received training utilized Advanced OVOP method.

2-3 To propose to add the indicator to verify whether SME owners and entrepreneurs
think that they are applying Advanced OVOP method in their business.

9. Means of Verification for Output 2
Before Amended Version
None 2-3 Questionnaire survey & monitoring
Reason: 2-3 Questionnaire survey is appropriate for quantitative observation of application
status of OVOP method.
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10. Indicators of Output 3

Before

Amended Version

3-1 At least 5 Armenian products are
newly introduced for foreign markets,
including: Georgian, Russian, Japanese,
and/or European markets, by the end of
2018,

3-1 At least 5 Armenian products have a
new international business linkage, by the
end of 2018.

Reason:

“Introduced” has a broad meaning from just presenting products to foreign market to

starting business.

Names of countries are deleted as business can be linked in any country.

11. Output 4

Before

Amended Version

Tourism circuits which cover different
Armenian OVOP pilot sites are promoted
for both domestic and foreign tourists,
including the Japanese fourists.

Tourism in OVOP pilot area is promoted
for both domestic and foreign tourists,
including the Japanese tourists.

Reason:

Promotion of circuits/routs is not the goal of activities for tourism component. Tourism
circuits (routs) will be regarded one of expected tourism products indicated in indicator

4-3.

12.Indicators of Output 4

Before

Amended Version

4-2 The number of the guests, who stay at
the B&Bs participating in Armenian OVOP
movement, is increased.

4-2 Services of SMEs is improved in the
manner of advanced OVOP method.

4-3 At least 20 tourism products are
developed utilizing Advanced Armenian
OVOP method.

Reason:

4-2 Modify to the indicator that represents the result of technical and financial
assistance utilizing advanced OVOP method.

4-3. Modify to the indicator that represents the result of development of tourism
products.
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13. Activities for Qutput 4

Before

Amended Version

4-1 The Project team designs the tourism
circuit,

(including connecting to tourism circuit of
neighboring countries such as Georgia)
4-2 SMEDNC provides local SMEs and
entrepreneurs, which participate in the
tourism circuit, with technical and financial
assistance.

4-1 The Project team develops the tourism
products (ex. catalogues of B&B,
informational materials, touristic places,
etc.)

4-2 SMEDNC provides local SMEs and
entrepreneurs, which participate in the
tourism routes, with technical and financial
assistance to improve services.

Reason:

4-1. Project team support development of tourism products first to promote the tourism

services developed.

4-2. Provision of technical and financial assistance comes with utilizing the tourism
products developed for improvement of services.

14. Activities for Output 5
Before Amended Version
5-1 The Project team reinforces the |51 The Project team reinforces the

marketing platforms developed by the
Project Phase1, adding new practices”.

* One of the new practices of the
marketing platform to be developed in the
Project should be a Roadside Station, as
long as European Union (EU) will have
approved the SMEDNC's proposal on it.

marketing platforms developed by the
Project Phase1, adding new practices™.

* One of the new practices of the
marketing platform to be developed in the
Project should be a Roadside Station, as
long as it is constructed and inaugurated
during the Project implementation period.
=Move to pre-condition

Reason:

European Union (EU) has already approved the SMEDNC's proposal on the Road Side

Station.

However, construction and inauguration of RSS during the project implementation
period is pre-condition for the project to implement activity 5-1.

15, Indicators for Output 6

Before Amended Version

None 6-3 SMEDNC staff utilize data base and
realize periodically quantitative monitoring.

Reason:

It is important to realize quantitative monitoring for sustainability and effective activities.

4
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16. Means of Verification of Indicators

Before Amended Version

None 6-3 Interview to SMEDNC staff by the
project team

Reason:

It is important to realize quantitative monitoring for sustainability and effective activities.

17. New activity added

Before Amended Version

None Common activity:
Conduct end line survey to collect
information for indicators

Reason:

The end line survey is needed to collect information for indicators of each indicator in
PDM. The result will be used as the base line for the indicator of Overall Goal as well.

18. Input (Japanese Side)

Before

Amended Version

1. Experts*

*All of the JICA experts should manage
Armenian OVOP method, which mainly
consists of branding and kaizen, based on
Armenian OVOP concept.

- Expert on SME development policy/PPP

(Public Private Partnership) for the
operation of marketing platforms.

* Expert on SME business administration
& marketing

* Expert on Linkage with Japanese
private  sector/ international trade
marketing

+ Expert on tourism development
Expet on food packaging and

standards

(One of the experts will act as Chief

Advisor of the Project.)

2. Training in Japan and/or third countries:
8 - 10 persons x 5 times

1. Experts*

*All of the JICA experts should manage
Armenian OVOP method, which mainly
consists of branding and kaizen, based on
Armenian OVOP concept.

= Chief Advisor/SME development policy
= SME business administration

* International marketing

= Tourism development

= Project Coordinator/food sanitation and

packaging

2. Training in Japan (3 times) and third
countries (Thailand and Singapore):
around 10 trainees in each training

3. Provision of Equipment
* 10 printers MFU (Multi-function) (for
SMEDNC regional offices)
- 2 printers MFU WIFI (for SMEDNC
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3. Provision of Equipment (Draft)

* 10 printers MFU (Multi-function) (for
SMEDNC regional offices)

+ 2 printers MFU WIFI (for SMEDNC
central office)

* 15 laptop computers (for SMEDNC
regional offices)

- 10 digital cameras for monitoring

* Production equipment for leasing and
training

central office)

= 17 laptop computers (for SMEDNC
regional offices and for ICT training)

- 1 laptop computer with multi-function (for
PR materials)

* 10 digital devices with camera

- 1 interactive projector

* 1 large size monitor

* Production equipment for leasing and
training

Reason:
Amendment based upon discussion with
Project operation.

Armenian side for efficient and effective

19. Input (Armenian Side)

Before

Amended Version

1. Assignment of Counterpart Personnel
+ Project director (SMEDNC executive
director)

Project manager (International
cooperation program coordinator)
+ Training coordinator

Financial assistance coordinator

Local economic development

coordinator

1. Assignment of Counterpart Personnel

- Project director (SMEDNC executive
director)

= Project manager (SMEDNC Deputy
Executive Director and Head of
International cooperation programs
Division)

» Head of Training Support programs
Division

- Head of Financial Support programs
Division

» Head of Local economic development
programs Division

Reason:

Position and names of division are clarified.

Amendment based upon approval in 1st JCC meeting.

This amendment will become effective as of September 25, 2017.

Annex 1 : Main Points Discussed

Annex 2 : Record of Discussions (signed on February 5, 2016)
Annex 3 : Project Design Matrix (PDM) Version 1

Annex 4 : Plan of Operation (PO) Version 1
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Annex 1

MAIN POINTS DISCUSSED

Both parties reassured that “Advanced Armenian OVOP method” should be
applied by SMEDNC, for promoting local SMEs' activities including
international marketing, quality improvement and export promotion, in a
harmonized manner with the other SMEDNC'’s tools, SME State Support
Annual Pregrammes and the other intemational cooperation programmes.

Both parties reconfirmed that certified OVOP trainers shall contribute to
support for local SMEs' activities, applying Advanced OVOP method. It
should be analyzed the possibility that SMEDNC would realize further ToT to
foster more business trainers who can utilized Advanced OVOP method.

Both parties agreed that SMEDNC shall monitor the progress of the Project
and the result of activities applied to local SMEs, utilizing Data-Base which is
been constructing by the Project.

Both sides agreed the Project shall realize technical assistance for
sustainable operation of Road Side Station and effective use of it for local
SMEs and local brand development within the range that the Project not be
affected by any kind of amendment of Roadside Station facilities construction
plan done by third parties.

Both parties agreed that the Project focus on Japanese and South-East
Asian countries’ market to practice export promotion of local production,
including tourism production, in relevant activities of Outputs 3 and 4, and
agreed that the training courses in Japan and Singapore shall be used as
opportunities to participate in international trade-fairs.

Regarding previous article, both parties agreed that Armenian trainees shall
be selected from both public and private sectors, as it is important that local
SMEs practice exhibition and business matching of their products in
international markets and SMEDNC shall systematize the participation of
international trade-fairs in SME development programmes, utilizing
Advanced Armenian OVOP method.

Both parties agreed that the equipment provided by the Japanese side
should be used exclusively for the Project purpose.

(END)
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Annex 2

RECORD OF DISCUSSIONS
ON

PROJECT FOR DEVELOPMENT OF LOCAL PRODUCTION AND
PROMOTION OF LOCAL BRANDS PHASE2

THE REPUBLIC OF ARMENIA

AGREED UPON BETWEEN

SMALL AND MEDIUM ENTREPRENEURSHIP DEVELOPMENT
NATIONAL CENTER OF ARMENIA

AND

JAPAN INTERNATIONAL COOPERATION AGENCY

Yerevan, February 5. 2016

A

Takafumi Ueda Gagham—rf‘ tros

Senior Advisor Exacutive Dlre

Japan International Cooperation Small and Msdium Entrepreneurship

Agency Development National Center of
Armenia
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In response to the official request of the Government of the Republic of Armenia
to the Government of Japan, the Japan International Cooperation Agency
(hereinafter referred to as “JICA") held a series of discussions with Small and
Medium Entrepreneurship Development National Center of Armenia (hereinafter
referred to as “SMEDNC") and relevant organizations to develop a detailed plan
of the Project for Development of Local Production and Promotion of Local
Brands Phase? (hereinafter referred to as “the Project’).

Both parties agreed the details of the Project and the main points discussed as
described in the Appendix 1 and the Appendix 2 respectively.

Both parties also agreed that SMEDNC, the counterpart to JICA, will be
responsible for the implementation of the Project in cooperation with JICA,
coordinate with other relevant organizations and ensure that the self-reliant
operation of the Project is sustained during and after the implementation period
in order to contribute toward social and economic development of the Republic
of Armenia.

The Project will be implemented within the framework of the Agreement on
Technical Cooperation signed on June 8, 2005 (hereinafter referred to as "the
Agreement’) and the Note Verbales to be exchanged between the Government
of Japan (hereinafter referred to as “GOJ") and the Republic of Armenia.

Appendix 1: Project Description
Appendix 2: Main Points Discussed
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Appendix 1

PROJECT DESCRIPTION

. BACKGROUND
The Government of the Republic of Armenia has followed the Small and Medium

Enterprise (SME) State Support Strategy developed in 2000 for over a decade.
The SME support programs have been elaborated and implemented every year
based on the strategy. One of the important issues in recent yaars is to reinforce
regional and local SMEs for increasing income and employment in rural areas. It
is also recognized that it is important to identify and support those people in the
rural areas who are willing to take initiatives to heip themselves.

The Government of the Republic of Armenia requested Japanese technical
cooperation in order to introduce and apply the One Village One Product
(OVOP) approach in the country. As a result, the project named as Project for
Development of Local Production and Promotion of Local Brands (hereinafter
referred to as "the Project Phase1”) was initiated by SMEDNC with the technical
assistance of JICA as of March 2013 for the duration of three (3) years. The
Project Phase1 puts emphasis on the development of marketing platforms to
support local small businesses.

The Project Phase1 has been successfully implemented in close collaboration
with the implementing agency, SMEDNC. The effectiveness of the project is
evaluated as relatively high. The project purpose is likely to be achiaved by the
end of the scheduled completion, based duly to the achievements of the outputs
of the project.

The Government of the Republic of Armenia requested the Project so that the
positive outputs and impacts generated by the Project Phase1 can be diffused all
over the country.

As the private sector development and the rural development are GOJ's priority
support areas for the Republic of Armenia, Japanese side made a commitment
on the implementation of the project in January 2016.

. OUTLINE OF THE P
Details of the Project are described in the Logical Framework (Project Design

Matrix: PDM) (Annex 1) and the Plan of Operation (Annex 2).

Outputs, Activities, Input by JICA, Project Site(s), Duration, and Evaluation
described in the following are. tentative. Objectively Verifiable Indicators
described in the PDM are also tentative.

The outline of the Project will be further discussed and iteratively adjusted during
the course of the Project implementation, and it will be finalized within one (1)

year from the start of the Project. The Record of Discussions will be amended, if
necessary, in order to finalize the outfine.

A
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1. Title of the Project .
Project for Development of Local Production and Promotion of Local Brands
Phase2

2. Overall Goal
Armenian OVOP movement promoted by SMEDNC coniributes to local
economic development of the country.

3. Project Purpose

Armenian OVOP movement pmmoted by SMEDNC contributes to improving the
competitiveness of the local SMEs and entrepreneurs in both national and
international markets, including Japanese, European andfor neighboring
countries' markets. :

4. Outputs

QOutput 1: The technical capacity of SMEDNC experis and BDS (business
development service) providers is further developed in'terms of wide application
of “Advanced” Armenian OVOP method'.

QOutput 2: The technical capacity of local SMEs and entrepreneurs is developed.

Output 3: The export of Armenian local products is promoted for international
markets, including the Japanese, European and/or neighboring countries’
markets.

Output 4: Tourism circuits which cover different Armenian OVOP pilot sites are
promoted for both domestic and foreign tourists, including the Japanese tourists.

Output 5: Marketing platforms?, including a roadside station, work for local
business development.

QOutput 6: The project activities on Armenian OVOP movement are monitored,
and the lessons learned from the activities are used for local SME development.

5. Activities

1-1. The project team® upgrades Armenian OVOP method.

1-2. The project team plans the ToT (training of trainers) on “Advanced’
Armenian OVOP method, adding new kaizen tools.

1-3. The project team provides SMEDNC and BDS providers with the ToT on
“Advanced’ Armenian OVOP method.

2-1. Armenian local businesses, which have already participated in Armenian

' Advanced” Armenian OVOP method can consist of (i) marketing platform operation, including
roadside station, (i) knowledge of the intemational market demand on Armenian products,
including basic knowlzdge on food packaging and standard, and (iii) tourism promotion mathods,
besides the basic OVOP metheod including branding, merchandizing and kaizen.

* Marketing platforms developed by the Project Phase1 include: event type (exhibitions of local
products in the festival), monitor type (Facebook markaeting and consumer market survey by
questionnaire) and shop type (mini-antenna shops at B&Bs).

¥ The project team consists of SMEDNC staff and JICA experts.

> :
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OVOP activities promoted by the Project Phasel, improve their management
and products.

2-2. Newly 200 entrepreneurs (20 persons x 10 regions) participate in the
start-up training, incorporating Armenian OVOP method.

2-3. SMEDNC applies various tools of “Advanced” Armenian OVOP method for
the growth of local SMEs.

3-1. SMEDNC provides OVOP participants (SMEs) which intend to export their
products to international markets, with the assistance for improving their
products to meet international market requirements.

3-2. The project team promotes business matching between Armenian SMEs
and the Japanese enterprises and markets.

3-3. The project team facilitates the participation of the SMEs in international
trade fairs.

3-4. SMEDNC staff and Armenian business owners pariicipate in the training
courses in Japan.

4-1. The project team designs the tourism circuit.

(including connecting to tourism circuit of neighboring countries such as
Georgia)

4-2, SMEDNC provides local SMEs and entrepreneurs, which participate in the
tourism circuit, with technical and financial assistance.

4-3, The project team promotes Armenian tourism products to the Japanese
and/or European tourism agencies and consumers.

5-1. The project team reinforces the marketing platforms developed by the
Project Phase1, adding new practices®.

5-2. SMEDNC develops new practices of the marketing platform, with the
technical assistance of the JICA experts team.

6-1. SMEDNC monitors the project activities, which shall be announced widely
by mass media.

6-2. SMEDNC elaborates the quarterly progress reports, with the assistance of
the JICA experts team.

6-3. SMEDNC applies the lessons learned from the project activities in different
works for SME development.

6. Input
(1) Input by JICA
(a) Dispatch of Experis
Japanese Experts will be dispatched in accordance with the needs for
the effective implementation of the Project.

Their areas of expertise could include:
- SME development policy /| PPP (Public Private Partnership) for the
operation of the marketing platforms

* One of the new practices of the marketing platform to be developed in the Project should be a
Roadside Station as long as European Union (EU) will have approved the SMEDNG's proposal
on it.

A
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- SME business administration & marketing

- Linkage with Japanese private sector/ international trade marketing
- Tourism development

- Food packaging and standards

One of the experts will act as Chief Advisor of the Project.

(b) Training
JICA will receive personnel involved in the Project for technical training in
Japan and /or the third countries.

(c) Machinery and Equipment
JIGA will provide equipment necessary for the Project activities.

In case of importation, the machinery, equipment and other materials
under 1I-6 (1) (c) above will become the property of the SMEDNC upon
being delivered C.LF. (cost, insurance and freight) to the Republic of
Armenia authorities concerned at the ports andfor airports of
disembarkation.

(2) Input by SMEDNC
SMEDNC will take necessary measures to provide at its own expense:

(@) Services of SMEDNC's counterpart personnel and administrative
personnel as referred to in I1-7;

(b) Suitable office space with necessary equipment;

(c) Supply or replacement of machinery, equipment, instruments, vehicles,
tools, spare parts and any other materials necessary for the
implementation of the Project other than the equipment provided by
JICA;

(d) Means of transpert and travel allowances for the JICA experts for official
travel within the Republic of Armenia;

(e) Suitable furnished accommodation for the JICA experts and their
families;

(f) Information as well as support in obtaining medical service;

(@) Credentials or identification cards;

(h) Available data (including maps and photographs) and information related
to the Project;

() Running expenses necessary for the implementation of the Project;

(i} Expenses necessary for transportation within the Republic of Armenia of
the equipment referred to in 1I-6 (1) as well as for the installation,
operation and maintenance thereof; and

(k) Necessary facilities to the JICA experts for the remittance as well as
utilization of the funds introduced into the Republic of Armenia from
Japan in connection with the implementation of the Project.

7. Implementation Structure
The project organization chart is given in the Annex 3. The roles and
assignments of relevant organizations are as follows:

=7

99



(1) SMEDNC
(a) Project Director
Executive Director of SMEDNC will be responsible for overall administration
and implementation of the Project.

(b) Project Manager
International Cooperation Programs Coordinator will be responsible for
managerial and technical matter of the Project.

(2) JICA Experts
The JICA experts will give necessary technical guidance, advice and

recommendations to SMEDNC on any matters pertaining to the
implementation of the Project.

(8) Joint Coordinating Committee
Joint Coordinating Committee (hereinafter referred to as “JCC") will be
established in order to facilitate inter-organizational coordination. JCGC will
be held at least once a year and whenever deems it necessary. JCC will
review the progress, revise the overall plan when necessary, approve an
annual work plan, conduct evaluation of the Project, and exchange opinions

on major issues that arise during the implementation of the Project. A list of
proposed members of JCC is shown in the Annex 4.

8. Project Site(s) and Beneficiaries
The target area of the Project is the Republic of Armenia. Main target
beneficiaries are SMEDNC, as well as those who take part in the pilot projects.

9, Duration

The duration of the Project will be three (3) years from the date when the first
Japanese expert is dispatched.

10. Reports
SMEDNC and JICA experts will jointly prepare the following reports in English.

(1) Monitoring Sheet on semiannual basis until the project completion
(2) Project Completion Report at the time of project completion
11. Environmental and Social Considerations
SMEDNC will abide by ‘JICA Guidelines for Environmental and Social

Considerations’ in order to ensure that appropriate considerations will be made
for the environmental and social impacts of the Project.

Iil. UNDERTAKINGS OF SMEDNC
1. SMEDNC will take necessary measures to:

(1) ensure that the technologies and knowledge acquired by the Republic of
Armenia nationals as a result of Japanese technical cooperation

7
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contributes to the economic and social development of the Republic of
Armenia, and that the knowledge and experience acquired by the
personnel of the Republic of Armenia from technical training as weli as the
equipment provided by JICA will be utilized effectively in the
implementation of the Project; and

(2) grant privileges, exemptions and benefits to the JICA experis referred o in
-6 above and their families, which are no less favorable than those

granted to experts and members of the missions and their families of third-

countries or international organizations performing similar missions in the
Republic of Armenia.

IV. MONITORING AND EVALUATION
JICA and the SMEDNC will jointly and regularly monitor the progress of the

Project through the Monitoring Sheets based on the Project Design Matrix
(PDM) and Plan of Operation (PO). The Monitoring Sheets will be reviewed
every six (6) months. )

Also, Project Completion Report will be drawn up one (1) month before the
termination of the Project.

JICA will conduct the following evaluations and surveys to verify sustainability
and impact of the Project.

1. Ex-post evaluation three (3) years after the project completion, in principle

2. Follow-up surveys on necessity basis

V. PROMOTION OF PUBLIC SUPPORT
For the purpose of promoting support for the Project, SMEDNC will take

appropriate measures to make the Project widely known to the people of the
Republic of Armenia.

VI. MISCONDUCT
if JICA receives information related to suspected corrupt or fraudulent practices

in. the implementation of the Project, SMEDNC and relevant organizations will
provide JICA with such information as JICA may reasonably request, including
information related to any concerned official of the government and/or public
organizations of the Republic of Armenia.

SMEDNC and relevant organizations will not, unfairly or unfavorably treat the
person and/or company which provided the information related to suspected
corrupt or fraudulent practices in the implementation of the Project.

VIi. MUTUAL CONSULTATION o
. JICA and SMEDNC will consult each other whenever any major issues arise in
the course of Project implementation.

7% .
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Vill. AMENDMENTS

The record of discussions may be amended by the minutes of meetings between
JICA and SMEDNC. However, PO may be amended in the Monitoring Sheets.

* The minutes of meetings will be signed by authorized persons of each side who
may be different from the signers of the record of discussions.

Annex 1 Logical Framework (Project Design Matrix:PDM)

Annex 2 Tentative Pian of Operation

Annex 3 Project Organization Chart

Annex 4 AList of Proposed Members of Joint Coordinating Committes

Z
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Appendix 2
MAIN POINTS DISCUSSED

- Both sides agreed that a Roadside Station should be a new marketing
platform to be developed in the Project, subject to the approval of European
Union (EU) funding of the SMEDNC’ s proposal.

+ SMEDNC requested that some machinery and equipment (e.g. packaging
machine) provided by JICA in the Project would need to be leased to some
leading SMEs and/or entrepreneurs to demonstrate the effectiveness and to
train other SMEs andjor entrepreneurs as was the case in the Project
Phase1. The JICA team responded that necessity and feasibility would need
to be considered in relevant activities of Outputs 2 and 3, taking into account
availability of the Project’ s budget.

SMEDNC also requested that an additional vehicle would be needed to
supervise activities in the target area which is all 10 marzes in the Project.
The JICA team confirmed the necessity of additional transportation, but
whether to purchase or lease it would need to be considered, taking into
account availability of the Project's budget. Both sides reconfirmed that the
vehicle should be used primarily by JICA experts in order to implement the
technical transfer by the experts efficiently.

SMEDNC pointed out that there is a possibility to utilize international trade
fairs and tourism expositions in Japan and other countries in relevant
activities of Outputs 3 and 4. The JICA team agreed and mentioned that the
training courses in Japan can be used as opportunities to proemote Armenian
products, including tourism products, in the Japanese market. Including
Armenian private sector participants in such courses could increase the
effactiveness as have been demonstrated in similar projects in other
countries.

SMEDNC also pointed out that the Project could explore the possibilities of
linking te the Islamic Republic of Iran in Activity 4-1. The JICA team agreed.

10
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Annex 4
A List of Proposed Members of Joint Coordinating Committee

Joint Coordinating Committee (JCC) will be established in order to facilitate
inter-organizational coordination. JCC will be held at least once a year and
whenever deemed it necessary.

1. Functions of JCC
® To approve an annual work plan of the Project,
® To review overall progress, conduct monitoring and evaluation of the
Project,
® To exchange opinions on major issues that arise during the
implementation of the Project.

2. Composition
Armenia side
@ First Deputy Minister, Ministry of Economy (Chair)
® Executive Director, SMEDNC )
® International Cooperation Programs Coordinator, SMEDNC

Japan side
® JICA Chief Advisor and other experts
® JICA Uzbekistan Office

Observers

Embassy of Japan
USAID

UNDP

GIZ (To be decided)

3. Notes
@ Other observers may attend the JCC meetings upon the agreement
between the Project Director and JICA.
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Annex 3 : Minutes of the JCC
(1) Minutes of 1** JCC
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(2) Minutes of 2" JCC
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(3) Minutes of 3" JCC

MEETING NOTE
ON
PROJECT FOR DEVELOPMENT OF LOCAL PRODUCTION AND PROMOTION OF
LOCAL BRANDS PHASE 2

In the Joint Coordination Committee (JCC) meeting held on November 2, 2018, Armenian and
Japanese sides had a series of discussions on the Project for Development of Local Production
and Promotion of Local Brands Phase 2 (hereinafter referred to as “the Project”), which has
been implemented by Small and Medium Entrepreneurship National Development Center of
Armenia (hereinafter referred to as “SMEDNC?”) and Japan International Cooperation Agency
(hereinafter referred to as “JICA™) in the Republic of Armenia.

The discussions developed by both sides include:

1. Project Progress
The Project activities have generated the following positive results.

® Advanced Armenian OVOP (One Village One Product) method has been developed, in a
way that lessons learnt from training courses realized in Japan, Singapore and Thailand
have been incorporated in the method.

® All of Armenian 10 regions (Marzer) have newly branded products.

@ Positive changes such as the development of new produects, access to new markets and/or
the other indicators are observed in more than 50 SME (Small and Medium Enterprise)
participants in Armenian OVOP movement, thanks to the application of Advanced
Armenian OVOP method.

It is estimated that the Project Purpose would be achieved successfully by the end of the

Project period, taking into consideration the Project progress mentioned above.

2. Activities to be developed in the remaining period of the Project
The following activities should be implemented in the remaining period of the Project.

® SMEDNC regional staff will provide SMEs with seminars and/or trainings based on the
Advanced Armenian OVOP method in November 2018.

® End line survey will be carried out in the first quarter of the year 2019 to identify the
impact generated by the Project.

® Good practices generated by the application of the Advanced Armenian OVOP method will
be introduced in the next JCC meeting.

3. Others
Armenian side presented their interest in the possibility to develop the “SME Development

through Strengthening Cluster and Value Chain Project”. The Japanese side will analyze the
request presented by SMEDNC. :

Yerevan, November 2, 2018

fr B Y/

Mr. Shun Omori J WirYfrshak Grigoryan
Representative Executive Director
JICA Uzbekistan Office SMEDNC
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