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R4 Part I: Overview and Factors Affecting Program Performance

Since its independence, Armenia has emerged as a strategically important republic in the Caucasus, whose progress towards a democratic political order and free market economy is critical to U.S. interests in the region.  Specifically, U.S. engagement in Armenia is focused on promoting economic growth and political stability, to include regional economic integration and political cooperation—most notably a peaceful and mutually acceptable settlement of the Nagorno Karabakh conflict.  The current USAID/Armenia program is fully integrated in the Embassy’s “Mission Program Plan (MPP), which identifies conflict resolution, democracy, rule of law and human rights, economic development and prosperity, social sector development, and regional diplomacy as USG priorities.  During the last year, the USAID program was instrumental in facilitating progress in most of these areas, as work under each of its Strategic/Special Objectives (SO/SpO) continued to lay the structural groundwork for Armenia’s long-term development and address shorter-term quality-of-life issues.   While such an undertaking will inevitably experience delays and setbacks, a cautiously optimistic assessment of progress in 2000 can be based on several overarching observations:

1) Following the October 1999 parliamentary assassinations, a serious political crisis—with economic implications—ensued, resulting in two changes in government.  On the positive side, these transitions adhered strictly to constitutional law.  On the negative side, the GOA was largely unable to follow-through on policy initiatives during the first half of 2000.  However, the current government was established in May/June 2000 and has put together an ad hoc working majority in Parliament, successfully negotiated new agreements with the World Bank and IMF, and indicated a strong commitment to continuing the reform process.  To some extent, this process of stabilization and respect for the rule of law in the face of very difficult political and socio-economic circumstances can be attributed to the programs carried out by USAID over the last several years, as well as to broader USG diplomatic efforts. 

2) Armenia’s long-term economic growth depends largely on improving relations with its neighbors, especially a peaceful resolution of the Nagorno Karabakh (NK) conflict, which would lead to open borders with Turkey and Azerbaijan.  USAID’s support for the structural reform of Armenia’s economic and governance systems will position the country to reap the benefits of the eventual increase in market access and opportunities for regional cooperation that would follow an accord on NK.  In the meantime, the impact of USAID’s program will be constrained by factors related to regional tensions.  Notwithstanding, Armenia registered its seventh straight year of positive economic growth (Armenia is the only CIS country that can make this claim); the estimated 5% growth in 2000 occurred despite a region-wide drought that seriously affected agricultural production and the lingering effects of the 27 October assassinations.  Furthermore, the significant increase in tax collections over the latter part of 2000 and early 2001 bodes well for the GOA’s ability to provide more resources for social programs in the future.

3) The USAID/Armenia portfolio has undergone a significant change in character, increasingly addressing the negative impacts of transition in an effort to meet some of the immediate basic needs of the population and thereby ensuring ongoing popular and political support for the sometimes-difficult transition process.  Through 2000 and into early 2001, this transformation included a new strategic focus on the social sectors; redesign of efforts to promote democratic governance through grassroots interventions; increased investment in firm-level assistance; a first-time comprehensive approach to promoting energy efficiency measures and alternate energy development; a new program to re-house victims of the 1988 earthquake; and start-up of a water resources initiative.   USAID will dedicate more than 50% of its budget from FY 2001 to FY 2003 to work directly with firms, private associations, community groups and vulnerable populations.  Further portfolio refinements may be made based on the analysis of recently available data (e.g., WFP Nutrition Survey and USAID DHS, as well as the planned 2001 census), which may lead to more specific targeting of USAID assistance by geographic area and/or socio-economic group.

Below is a summary of progress and prospects specific to each Strategic and Special Objective:

1) Growth of a Competitive Private Sector: Based largely on USAID technical assistance and USG policy dialogue, Armenia’s tax administration improved significantly, and a well-conceived securities regulator was established.  While financial sector institutions remain nascent, USAID assistance has been a factor in the upward trends of credit to the non-banking sector and household deposits, which increased by 20% and 51%, respectively, in 2000.  Finally, USAID’s firm-level support over the last year included the provision of $2.7 million in loans (34% to woman-headed firms) and technical assistance, resulting in more than $5 million in sales, as well as the creation of more than 3,200 full-time and 6,300 part-time jobs (49% women).  While the prospects for the ultimate achievement of this SO are influenced by several factors beyond USAID’s manageable interests (most significantly, regional stability and the GOA’s re-invigorated commitment to legal and policy reforms), indications are that USAID is providing the support necessary to facilitate the transition of Armenia’s economy.  Based on performance reviews and strategic reassessments, the Mission has established a portfolio of new/modified firm-level assistance mechanisms.  Furthermore, having helped to establish the GOA’s procedures for enterprise privatization, the Mission expects to phase-out its direct assistance for non-energy privatizations and increase its focus on the policy, legislative and institutional issues that impact broadly on the conduct of private businesses.

2) A More Economically and Environmentally Sustainable Energy Sector: In 2000, USAID’s technical assistance, policy dialogue with the GOA and coordination with donors were instrumental in keeping the process to privatize Armenia’s energy distribution companies open and transparent.  As an example, the USG played a key role in ensuring the continuing application of related conditionality in World Bank-GOA agreements.  USAID’s technical and commodity support in areas such as the preparation for generation company privatization, strengthening the capacity of the independent energy regulatory commission, analysis of alternate sources of energy, and preliminary pilot efforts to improve energy efficiency has generally advanced the process of energy sector restructuring in Armenia.  However, given a yearlong delay in the sale of distribution assets, as well as a growing energy debt to Russian entities—with indications that repayment of the debt might be attempted through the transfer of generation facilities to Russian ownership, prospects for achievement of this SO remain uncertain.  It is still hoped that the privatization of the distribution companies, which is a condition of the recently negotiated World Bank Structural Adjustment Credit Program, will be completed in the fall of 2001, thereby facilitating the development of the wholesale power market infrastructure needed to support the privatization of generation capacity and attraction of much-needed private capital for infrastructure upgrades.  Meanwhile, despite previous gains related to several commercialization and efficiency measures that compared very favorably with experiences throughout the NIS (e.g., cost recovery and collection rates of 59% and 88%, respectively, in 1999), progress stalled in 2000 and further progress can not be expected until privatization moves forward.  Unless this process has further setbacks in 2001, the Mission does not plan any adjustments to this SO.

3) More Sustainable Water Management for Enhanced Environmental Quality: This Special Objective addresses some of the severe consequences of the environmental degradation in Armenia and complements USAID’s efforts in other areas that are impacted by water issues (e.g., energy, health, tourism).  As the program just got underway in November 2000, there are no issues to address in this overview.

4) More Transparent, Accountable and Responsive Democratic Government: Following the terrorist assassinations in October 1999, constant political maneuvering—including frequent turnover of Ministers and other key counterparts, the merger and splitting of a number of Ministries, and instability within the National Assembly—distracted attention from the legislative reforms necessary for improving democratic governance.  This context contributed to disappointing performance relative to reforms that would empower local self-governing bodies, establish effective administrative procedures, and promote the independence, transparency and dependability of the judiciary.   However, based on an internal assessment of progress over the last two years, the Mission initiated several programmatic adjustments to this SO in 2000, including the start-up of new activities to increase grassroots political and civic participation, as well as the development of a new program to strengthen the National Assembly.  The Mission hopes that these adjustments will lead to improved performance and increased impact under this SO through the remainder of the strategy period.
5) Mitigation of the Adverse Impacts of the Transition: A limited number of health activities were in place prior to 2000.  One of these, the nationwide reproductive health information campaign, exceeded expectations with government-sponsored women’s wellness centers marking an 85% increase in attendance immediately following the mass media campaign.  Because the bulk of the activities designed to promote institutional reform and improve service delivery under this SO only began late last year, it is too early to report progress toward the achievement of any key results or anticipate any strategic adjustments.

6) Special and Crosscutting Initiatives: The Mission’s pilot housing certificate program is in the process of providing adequate shelter to 325 families.  Based on this success, the GOA’s overall approach for assisting the more than 25,000 victims of the 1988 earthquake who still live in tempory quarters includes an expanded USAID program as its centerpiece.  While initial funding will be provided through a FY 2000 Congressional earmark and available FY 2001 funding, the Mission—with the Ambassador’s backing—is requesting additional FY 2002 funding in order to respond positively to a high-level GOA request for additional USAID support to address what is considered to be one of the GOA’s most pressing political and economic priorities.  An actual commitment of the additional resources will be made based on experience through the first phase of the expanded program and a determination that FY 2002 funds are availabile.  
R4 Part II: Results Review by SO

Country/Organization: USAID/Armenia

Objective ID: 111-013

Objective Name: Growth of a Competitive Private Sector

Self-Assessment: Meeting expectations

Summary: USAID’s support for the growth of a competitive private sector in Armenia is directly linked to the following Agency Objectives: 1.1) critical private markets expanded and strengthened (60%); 1.3) access to economic opportunity for the rural and urban poor expanded and made more equitable (20%); and 2.4) more transparent and accountable government institutions encouraged (20%).  This Strategic Objective is primarily linked to the MPP’s economic development goal and secondarily linked to the MPP’s open markets goal, which are based on the USG’s national interest in Armenia’s economic prosperity. 

Armenia's transition to a market economy has been hampered by the legacy of central planning, severe economic shocks arising from the collapse of the Soviet Union and then the ruble crisis, regional conflicts and the limited ability and/or political will of decision makers to undertake critical reforms to restructure the economy.  The economic and political turmoil that Armenia experienced in the early and mid-1990s had a negative impact on the living standards of its population.  For example, it is estimated that GDP in 1997 was 38% of the 1989 level (per capita income was approximately $432); official unemployment stood at nearly 11% in 1997 (unofficial employment is generally estimated to run 2-3 times higher than official figures); and by 1996, 55% of the population lived below the poverty line.  

In recent years, the Government of Armenia (GOA)—with USG and other-donor support—has pursued policies that have resulted in improved macroeconomic trends.  Unlike anywhere else in the Former Soviet Union (FSU), annual GDP growth has been positive since 1994; likewise, to a higher degree than most if not all FSU countries, Armenia has experienced low inflation rates and stable exchange rates.  Armenia has made substantial progress toward creating a viable private sector through such policies as early privatization of agricultural land, housing, shops and restaurants; a mass privatization program; employee buy-outs of small enterprises; and privatization of larger enterprises through cash sales.  The European Bank for Reconstruction and Development (EBRD) ranks the country in the middle range of transition countries on banking reform and interest rate liberalization, and fairly high on the quality of governance.  However—to a large extent due to the exogenous factors cited above—foreign investment and exports remain below the levels needed for sustainable growth, employment figures have not improved, and out-migration continues at an alarming rate.

Since the inception of this Strategic Objective (SO) in 1999, USAID has been addressing these unfavorable economic conditions, with the goal of increasing employment and income opportunities for all Armenians.  USAID has taken the dual approach of promoting macro-level policy and institutional changes, while providing credit, technical assistance and training to selected sectors and firms.  Specifically, USAID activities are designed to achieve the following Intermediate Results (IRs): 1) encourage the privatization of state-owned holdings; 2) establish a policy, legal and institutional environment that is conducive to private sector activity; 3) increase access to financial capital; and 4) increase the capacity of selected private enterprises to conduct business.  Upon the completion date of this SO (2004), it is expected that the private sector share of GDP and employment will have increased to approximately 75% and 80%, respectively (from 55% and 56% in 1997); bank credit to the non-banking sector will be increasing at an annual rate of 20%-25%; and approximately 5,000 full-time and 7,000 part-time jobs will be created each year as a result of USAID’s firm-level assistance.         
Over the last year, progress towards this Strategic Objective can guardedly be viewed as meeting expectations, as generally positive outcomes were achieved under three of four IRs (with privatization being the exception).  This positive assessment is based on an estimated 5% GDP growth; a slight increase in the private sector’s share of employment; significant advances in tax administration and land titling systems; an increase in the availability of credit to the non-banking sector; the establishment of a well-conceived securities regulator; and improved performance of USAID’s firm-level interventions.  However, the Armenian economy remains troubled, as GDP growth has been slower than expected, employment opportunities have not increased significantly, and substantial foreign investment has not been forthcoming.  While USAID can point to its successful championing of many structural and systemic measures that will support long-term economic growth and reduce opportunities for corruption, the real extent of their impact will not be felt until Armenia’s borders are opened.  In the meantime, the USG and other donors are working to encourage the GOA to show leadership and take concrete actions in several areas (e.g., privatization and the policy/legislative environment) that are critical to the ultimate achievement of the SO.  In addition, USAID continues to look for opportunities to facilitate business activity that has the potential to create jobs and increase income, even in the current environment (e.g., agribusiness, tourism and information technology). 

Key Results: Over the last year, the private sector share of GDP remained constant, although the private sector share of employment did increase from 70% to 72.3%.  Furthermore, while the official twelve-month moving average unemployment rate from September 1999-September 2000 was 11.8%, the rate stood at 11.2% in September, the lowest since May 1999.  The fact that progress towards these higher-level results was limited can be partially linked to shortfalls relative to USAID’s privatization targets.  For example, only 41 state-owned enterprises (SOEs) were privatized/liquidated in 2000, compared to a target of 130.  Furthermore, the GOA’s on-again/off-again enthusiasm for privatizing strategic assets is indicated by the fact that there was little movement against the 21 key enterprises identified in a December 1999 decree, and in late 2000 the GOA established a new list of 14 priority privatization actions.

The Euromoney Index of Country Risk indicates that Armenia improved slightly between September 1999 and September 2000 in score (29.63 to 30.47) and more significantly in ranking, reaching 131st in the world as compared to 144th a year ago.  This Index—as well as the EBRD’s Governance and Enterprise Restructuring Index, which continued to show Armenia as a mediocre performer (2 on a scale of 1-4)—is consistent with the Mission’s assessment that the general business environment has improved only marginally over the last year.  While financial sector institutions remain nascent, USAID assistance has been a factor in the upward trends of credit to the non-banking sector and household deposits, which increased by 20% and 51%, respectively, in 2000.  Finally, in 2000 USAID’s firm-level support included the provision of $2.7 million in loans (34% to woman-headed firms) and technical assistance, resulting in more than $5 million in sales, as well as the creation of more than 3,200 full-time and 6,300 part-time jobs (49% women). 

Performance and Prospects: Over the last several years, USAID has provided a comprehensive package of support for the “Privatization of State-owned Holdings” (IR #1).  After having helped establish the procedures for cash privatizations, USAID hoped to focus its assistance in 2000 on the transfer of the handful of remaining state-owned enterprises (SOEs) that have the potential to be competitive in a market economy.  However, while USAID’s assistance was instrumental in the GOA’s initiation of the privatization process for more than 100 state-owned enterprises (SOEs), only a fraction of these actually moved through the pipeline.  The GOA’s failure to increase the pace of privatization in 2000, its over-valuation of state-owned properties, the continuing high-indebtedness of these enterprises, and a dysfunctional bankruptcy process do not bode well for further progress towards this intermediate result.  Based on a November 2000 decree establishing a new privatization pipeline of 14 key enterprises and indications that the GOA will aggressively pursue the privatization of the national airline and airport, USAID did extend its current mechanism to support privatization through June 2001, with a focus on airline privatization and bankruptcy procedures.  

Taking into consideration that the general framework for the GOA to privatize its remaining assets is in place and the fact that those assets have limited potential to be major factors in future employment/income generation, USAID expects to phase-out its direct assistance to the privatization process in June 2001.  This will mean that USAID’s original privatization targets will not be met.  (When the Mission Strategy was developed, the 2003 target was 430 cash privatizations/liquidations, out of a universe of 660; to date, only 71 have been privatized.)  However, the Mission believes it can still achieve its higher-level objective of private sector growth by shifting additional resources to support an improved business environment and firm-level assistance.  This could include work on bankruptcy procedures and regulation of utilities, which USAID has addressed to a limited extent to date under the privatization rubric, as well as support for special-case privatizations (e.g., the airlines).

Related to the development of a “Policy, Legal and Institutional Environment Conducive to Private Sector Activity” (IR #2), USAID’s assistance directly contributed to a series of positive developments during the last year.  These included: 100% adoption of International Accounting Standards (IAS) and introduction of cost accounting; establishment of Computer Learning Centers at three major universities to enhance Armenia’s information technology (IT) capacity; passage of a new Customs Code and reduction of the average time required to clear customs by 27%; processing of 76% of tax payers through newly automated offices (the systems were first established in 1999); an increase in tax revenues as a percentage of GDP from 14.6% to 14.9% (despite early-year shortfalls);  passage of the Government Procurement Law and establishment of a central GOA Procurement Office; and issuance of more than 242,000 land title certificates through an electronic registration system (the first in the NIS).  However, while USAID technical assistance has helped move the legal and regulatory reform process forward, actual changes expected in 2000 were not effected in a variety of areas (e.g. laws on Collateral, Registration of Legal Entities, Limited Liability and Joint Stock Companies, Alienation of State Property, Licensing, Public Auction and Bankruptcy).

Based on last year’s successes in standardizing and modernizing tax administration practice, which included the roll-out of streamlined registration, declaration filing and payment procedures nationwide, USAID is confident that its efforts will help increase government revenues (e.g., it is estimated that revenues in January 2001 were 47% higher than in the same month last year), rationalize resource allocations and reduce corruption during the Strategy period.  Likewise, prospects are positive for the consolidation of land and accounting reform through private sector entities, as well as the development of the human resources and regulatory environment needed to provide the impetus for IT development.  On the down side, due to unsatisfactory progress in policy and legal reform over the last two years, USAID plans to conduct a comprehensive evaluation of the scope, mechanisms and impact of its rule of law/commercial law program this spring.

Significant progress was made over the last year to “Improve Access to Financial Capital” (IR #3).  Improved banking supervision—to include implementation of 60% of Basel Core Principles (as compared to 38% in 1999) and on-site bank examinations—and the establishment of card-based operations can be cited as contributing factors to the increased levels of credit and deposits cited above.  In addition, several concrete steps were taken over the last year to promote capital markets development, including passage of the Law on Security Markets Regulation, strengthening of the Securities Commission, the installation of an automated securities trading platform, and strengthening of the brokers/dealer association.  Finally, adjustments made to USAID’s credit programs resulted in a three-fold increase from 1999 to 2000 in the value of loans provided to micro, small and medium entrepreneurs.

The last year was one of transition for USAID’s efforts to “Increase the Capacity of Private Enterprises to Conduct Business” (IR #4).  Improved performance of ongoing, limited-scale activities in support of micro, small and medium enterprises resulted in $5.4 million in sales, $1 million in exports, 3,219 full-time jobs and 6,307 part-time jobs.  More than 1,000 USAID-assisted enterprises began to use IAS and 1,100 entrepreneurs (31% women) received management training.  In addition, in August 2000 USAID initiated a new four-year program to improve the efficiency of and identify markets for agribusiness SMEs.  It is expected that the implementation of this activity—as well as the re-focusing of other SME technical assistance and credit activities—will result in a significant level of new jobs and increased sales/income in the coming years, which will be even higher if a peace accord over NK is reached and borders are opened.

Possible Adjustments to Plans: As cited above, the Mission will reach a decision point within the next couple of months as to its future support for privatization (IR #1).  While SOEs would remain a resource drain on the government budget and the economy in general, the Mission believes that its objectives can be achieved even without complete SOE privatization.  If this phase-out of USAID assistance is executed, the Mission could continue to provide assistance to improve bankruptcy practices and—possibly—regulation and selected privatizations within  strategic sectors (e.g., telecommunications, transportation) as part of its efforts to establish an environment conducive to private sector activity (IR #2).  USAID will begin a next phase of support in several areas in FY 2001.  A new three-year activity will: a) facilitate customs administration improvement and modernization, b) improve the quality of macroeconomic analysis and revenue and expenditure forecasting; c) strengthen budget planning and execution, and d) improve tax policy and tax administration.  The Mission is also exploring options to continue support for accounting reform and the development of a real estate market through private sector partnerships.  Through an expansion of its ongoing mechanism with IRM, USAID will begin to address a range of issues to facilitate the development of information technology within the Armenian economy, as well as support information systems development related to tax/fiscal and banking initiatives.  USAID will also establish a new comprehensive program to build on the recent successes related to capital markets development.  In addition to its major focus on agribusiness, which is just underway, USAID expects to modify existing mechanisms to focus firm-level support in promising sectors (e.g., IT, jewelry and tourism) and expand its provision of microcredit.  For each of these new/modified instruments, the Mission is specifically seeking ways to encourage the participation of women.

Other Donor Programs: USAID works closely with the World Bank to develop and apply loan conditionality related to privatization and commercial law.  USAID’s IT initiatives will complement a new Enterprise Incubator for IT SMEs that the World Bank is financing.  EU/TACIS has a small program providing training in accounting reform that is complementary to USAID's broader program.  Various non-USAID credit programs target particular niches: EU/TACIS, UMCOR and USDA target the agricultural sector; and the World Bank and Lincy Foundation provide larger loans ($100,000 - $1,000,000).  The (British) Department for International Development (DFID), EU and the World Bank are providing preliminary assistance related to civil service reform.  DFID also has provided an advisor on customs systems.  The IMF plays a lead role in tax/fiscal and banking sector policies.   EU and World Bank support for the land titling process has complemented USAID land registration and surveying work.

Principle Contractors, Grantees or Agencies: Current contractors and grantees include Shorebank, International Executive Service Corps, Agricultural Cooperative Development International/Volunteers in Overseas Cooperative Assistance, Development Alternatives Inc., International Business and Technical Consultants Incorporated,  Price Waterhouse/Coopers, the Barents Group, RONCO and Chemonics.

Country/Organization:
USAID/Armenia

Objective ID:
111-015

Objective Name: 
A More Economically and Environmentally Sustainable Energy Sector

Self-Assessment: 
Not meeting expectations

Summary: USAID’s energy sector program in Armenia is primarily linked to the Agency’s objective (1.1) private markets (50%), with secondary linkages to the Agency’s objective (5.4) to increase the use of environmentally sound energy services (40%), and (5.1) global climate change (10%) objectives.  This Strategic Objective (SO) supports the Embassy’s environmental MPP goal, based on the USG’s national interest in global issues, including the potential economic and environmental impacts of energy management, the desire to promote cross-border cooperation, and the policy objective of facilitating the closure of the Armenia Nuclear Power Plant (ANPP).  USG policies in this area influence and are supported by USAID’s program to a particularly high degree.  The complex matrix of the USG’s political and energy security concerns includes Armenia’s dependence on and debt to Russian energy entities, the Baku-Tbilisi-Ceyhan oil pipeline, and a conjectured Armenia-Iran gas pipeline.    

Energy supply has been a critical issue for Armenia since late 1991, when Azerbaijan shut the main pipeline transporting Russian gas to Armenia.  The severe energy crisis of the early 1990’s was the primary motivation for the Government of Armenia’s controversial decision to re-open the Armenian Nuclear Power Plant in 1995.  Although Armenia has significant hydroelectric power (installed capacity and potential), increased output from this source during the energy crisis led to the further decline of the water level in Lake Sevan to ecologically dangerous levels.  In addition, existing hydropower facilities, dams, plant and equipment are all in need of substantial rehabilitation to bring them back to normal operating condition.  The energy sector remains a source of major subsidies to enterprises and the population in general, primarily as a result of ineffective collection practices and mismanagement.  Armenia remains highly dependent on gas from Russia and generation from the ANPP.  Although the latter provides roughly 40% of Armenia's generated electricity, it lacks important safety systems required in nuclear reactors operating in the U.S. and western Europe—despite extensive safety improvements made in recent years, with U.S. Department of Energy assistance. 

Responding to the emergency situation faced by Armenia following independence in 1991 (e.g., power outages as the norm and limited winter heating options), USAID provided humanitarian-oriented assistance such as the provision of fuel oil, natural gas and spare parts for electricity generation from the thermal power plants, and weatherization of public facilities (e.g., hospitals and schools).  Since the inception of this SO in 1999, USAID’s energy sector program has been designed to achieve the following Intermediate Results (IRs): 1) increased private sector participation; 2) increased economic and environmental efficiency; and 3) diversified energy sources.  Upon completion of this SO in 2004, it is expected that the energy sector in Armenia will be economically and environmentally sustainable, with revenues covering close to 100% of operating costs, significant energy savings through demand-side management, and alternative generation projects identified to allow a reduction in nuclear power as a share of total generation.
In 2000, USAID’s technical assistance, policy dialogue with the GOA and coordination with donors were instrumental in keeping the process to privatize Armenia’s energy distribution companies open and transparent.  As an example, the USG played a key role in ensuring the continuing application of  related conditionality in World Bank-GOA agreements.  However, a range of technical obstacles and the opposition of vested interests have resulted in at least a yearlong delay in the sale of these assets.  Of particular concern is the impact of Armenia’s growing energy debt to Russian entities, and indications that payment of the debt may be made through the transfer of generation facilities to Russian ownership, a move which would in turn undermine the longer-term objective of private, market-driven operation of the sector.  It is still hoped that the privatization of the distribution companies, which is a condition of the recently negotiated World Bank Structural Adjustment Credit Program, will be completed by the fall of 2001.  This in turn will facilitate the development of the wholesale power market infrastructure needed to support the privatization of generation capacity and attraction of much-needed private capital for infrastructure upgrades. 

Meanwhile, despite previous gains related to several commercialization and efficiency measures that compared very favorably with experiences throughout the NIS (e.g., cost recovery and collection rates of 59% and 88%, respectively, in 1999), progress stalled in 2000 and further progress can not be expected until privatization moves forward.  Therefore, the Mission’s self-assessment is that performance under this SO did not meet expectations in 2000.  Notwithstanding, USAID’s technical and commodity support in areas such as preparation for future generation company privatization, strengthening the capacity of the independent energy regulatory commission, analysis of alternate sources of energy, and preliminary pilot efforts to improve energy efficiency has generally advanced the process of energy sector restructuring in Armenia.

Key Results: Revenues as a percentage of full cost recovery increased only modestly, from 59% at the end of 1999 to 63% in June 2000, while the Mission’s 2000 target was 75%.  Likewise, it is estimated that collections from end-users and energy efficiency—as reflected by the amount of energy per unit of GDP—did not improve at all from 1999-2000, while the Mission targeted 7% and 9% improvements, respectively.  In each of these areas, USAID’s previous assistance had resulted in significant gains through 1999.  However, since additional gains are unlikely under the current inefficient and ineffective state-operated energy system, it was to be expected that the failure to privatize distribution assets in 2000 would be reflected in stagnant data for USAID’s indicators.  Under the assumption that the privatization process will be successfully completed later this year, USAID’s annual targets have been adjusted to reflect the delays to date, but the ultimate results expected for the SO by 2004 are still considered attainable.    

Performance and Prospects: As outlined above, the fact that the distribution company privatization process was not completed over the course of the year was a major disappointment to USAID’s energy sector program.  The ultimate failure of the process remains a significant potential risk, which to a large extent is beyond USAID’s control.  However, USAID can cite substantial progress in laying the groundwork for the eventual private sector operation of Armenia’s energy system (IR #1).  In direct support of the privatization process, draft Tender Documents—including legal revisions, Tariff Methodology and License and Share Purchase Agreement—were prepared for the Legal Advisors’ and Tender Committee’s use.  In addition, a financial model was developed to support analysis and comparison of the various deal-structuring options.  USAID efforts to facilitate both privatization and broader sectoral reforms included: supporting amendments to the Privatization Law, with the distribution companies re-inserted; drafting amendments to the Energy Law to strengthen the Energy Regulatory Commission’s (ERC’s) role and restructure the role of Ministry of Energy (MOE); establishing a steering committee to review, adapt and endorse the proposed Market Structure, Grid Code and Settlements procedures for a wholesale electricity market to function on the basis of a Power Market Members Union (PMMU); producing a revised Least-Cost Generation Plan, to inform sector restructuring, privatization, generation expansion and other planning activities; and developing a draft Hydro Power Law to support the appropriate rehabilitation of hydro-electric facilities and encourage the investments needed to develop new ones.
Although the failure to privatize the distribution companies undermined hopes that collection rates would again increase in 2000 (they stayed virtually unchanged at 88%-90%), USAID made significant progress in laying the groundwork to promote the economic and environmental efficiency of sector entities (IR #2).  These accomplishments included: assisting the ERC in developing a two-part tariff methodology to allow economic dispatch; implementation of international accounting standards by all eleven energy sector entities; and installation of nearly 90% of the equipment for the nationwide metering upgrade, start-up of monitoring, and approval of final plans for the data acquisition system.  In addition, some pilot efforts to improve energy efficiency were undertaken in 2000, which will be a starting point for USAID’s future work in this area. 

Over the last year, follow-on efforts to identify more diversified energy sources (IR #3) were disappointing, in that they led to negative assessments of potential.  However, this will allow a sharper focus in the future as USAID supports the development of renewable sources and identification of some key investment targets.  The results of work carried out in 1999-2000 included: a) reports on the status and prospects for the rehabilitation and new investment in hydropower; b) hydropower analysis identified potentially serious threats from the possibility of collapse of the Arpa-Sevan tunnel and seismic safety concerns on the Vorotan Cascade; c) based on the initial evaluation of geothermal resources, it was concluded that geothermal energy is unlikely to play a significant role in the country’s overall energy balance; and d) economic analysis concluded that the prospects for using coal for electricity generation in Armenia are modest, although the GOA could consider a subsidy for such development on the grounds of enhancing energy security.  In 2000, USAID/Armenia and USAID/Caucasus carried out a project to increase regional energy cooperation in Armenia, Azerbaijan and Georgia through technical-level contacts.  Projects identified to be pursued through national programs included re-establishing a mechanism for regional dispatch; information sharing and system regulation; rehabilitation and enhancement of transmission capacity among the countries in the region and their neighbors; and potential joint generation projects.  

Possible Adjustments to Plans: USAID energy sector assistance through FY 2003 will be provided largely through two mechanisms now under procurement.  The first will focus on completing legal and regulatory reforms in support of increased privatization; further strengthening the ERC; attracting private investment capital to generation assets (on the assumption of a successful distribution privatization); consolidating the strengthened commercial operations of sector entities to sustain privatization; the development of projects for alternative generation; and increased regional energy cooperation.  The second initiative will focus on energy savings through efficiency/conservation measures and demand-side management; legislative and policy reforms to enable energy efficiency and savings; and development of renewable energy projects.  Support for renewables and demand reductions will provide alternatives for new generation, thereby facilitating ANPP closure.  Significant adjustments to these plans and USAID’s performance targets could be required over the next year if the privatization process fails.  However, with or without timely privatization, many of the results cited above (e.g., strengthening regulatory functions, introducing efficient technologies, developing alternate energy sources, promoting regional cooperation) remain valid, even if they may be more difficult to achieve and the level of expected impact may be reduced. 
Other Donor Programs: USAID's energy sector initiatives are coordinated closely with World Bank programs, which support the rehabilitation and strengthening of the power transmission and distribution infrastructure.  The European Union assists the Ministry of Energy in developing energy efficiency policies and legislation, as well as developing plans for generation rehabilitation and expansion.  The most critical interactions between USAID and other-donors have been those related to energy sector conditionality for multilateral financing, which has been based largely on USAID technical inputs.  USAID, the World Bank and EBRD have presented a unified front in an effort to ensure GOA adherence to the open and transparent process established for the tendering of distribution companies.   The World Bank, EBRD, EU, Japan and Germany are making substantial investments in energy sector infrastructure projects.  However, it is important to underline the fact that private sector investors represent the only viable source for the large amounts of financing the sector will ultimately need to rehabilitate, renew and expand its capital stock.  Various other donors, notably the EU, share the USG's interest in the closure of ANPP.

Principle Contractors and Grantees: Current contractors include PA Consultants (formerly Hagler Bailly), Advanced Engineering Associates International/Resource Management Associates and the National Renewable Energy Laboratory.  Partnerships have been established with the U.S. Energy Association and U.S. National Association of Utility Regulatory Commissioners.  

Country/Organization:
USAID/Armenia

Objective ID:
111-016

Objective Name: 
More Sustainable Water Management for Enhanced Environmental Quality

Self-Assessment: 
Meeting Expectations (This program began in November 2000.)

Summary: USAID’s limited-scope water resources program is linked to the Agency’s objective (5.5) to increase the sustainable management of natural resources.  This Special Objective (SpO) supports the Embassy’s environmental MPP goal, which is based on the USG’s national interest in addressing global issues and promoting economic prosperity.  Specifically, given the water-poor environment in Armenia and neighboring countries, USAID’s efforts to improve water management systems will promote regional cooperation, have a positive health impact, and facilitate national economic growth. 

Armenia’s water sector is characterized by the deteriorated condition of its drinking water and wastewater infrastructure, over-exploitation of Lake Sevan, degraded irrigation systems, pollution of potable water sources, lack of rational allocation of water resources, and inadequate management of transboundary waters.  Losses in Armenia’s water networks are estimated to run at 45%-55%.  In Yerevan, 35% of samples have human fecal coliform and 50% have total coliform, chlorine levels are not controlled and 50% of the wastewater flows directly into the Hrazdan River.  Many areas outside the capital have no treatment facilities.  Lake Sevan, with a catchment area that comprises one-sixth of Armenia's total territory, has experienced a reduction in water supply of approximately 40% in the last 50 years, due to its unregulated use for hydropower and irrigation.  This decline in water level and the coincident increase of pollutants reaching Lake Sevan threaten its hydrological and ecological balance, with a potentially catastrophic impact on economic activity dependent on the Lake's resources (e.g., tourism, fishing, irrigation and hydropower).  The failure of irrigation systems, especially in the Ararat Valley, has affected agricultural efficiency and contributed to the increasing incidence of malaria and pesticide contamination.  Shallow groundwater and spring waters, while generally of high quality, are vulnerable to industrial, agricultural and domestic pollution.  The absence of effective national/regional systems to monitor and improve water quality and optimize water flows threatens the ecology and health of downstream communities and inhibits efforts to promote economic and political cooperation in the region.

This Special Objective was developed and approved in 2000 to address some of these severe consequences of the environmental degradation in Armenia and complement USAID’s efforts in other areas that are impacted by water issues (e.g., energy, health, tourism).  It includes a package of discrete interventions focused on certain national-level systems and the testing of local-level approaches, with the improved monitoring of water quality and quantity as the unifying theme.  Specifically, USAID will promote sustainable water management through the achievement of the following Intermediate Results (IRs): 1) national policy and institutional framework for water management improved; 2) water quality/quantity monitoring systems rehabilitated; and 3) local capacity increased to develop and implement market-based solutions. 

Key Results: Over the course of this three-year Special Objective, USAID expects to help establish and/or strengthen key water sector institutions, improve water quantity and quality indicators at pilot intervention sites, promote legal and policy reforms, and increase the amount and quality of water data available to water sector managers/planners. Baseline data and targets will be developed by the summer 2001.  Therefore, no performance data tables are included in this section of the R4.  

Performance and Prospects: This program began in November 2000, with the remainder of the year dedicated to initiating operations and work planning, as well as establishing relationships with relevant GOA and NGO counterparts and other-donor organizations.  Integrated water management has been the subject of extensive and intensive work in Armenia over the past several years.  Primarily under the auspices of World Bank, the National Environmental Action Plan (NEAP), the Lake Sevan Action Plan, and the Integrated Water Resources Management Project (IWRMP) were developed.  Given the World Bank’s shift to areas such as irrigation rehabilitation and municipal water supply systems, USAID has a significant opportunity to provide the institutional support needed to increase the effectiveness of integrated water management in Armenia.   Due to current uncertainty in the GOA about which one of the existing governmental bodies should play the leading role in coordinating water management issues, program implementation may face several initial obstacles.  While USAID eventually plans to provide support related to a full range of policy issues—pending a designation of the central coordinating body/bodies on water management issues, in the interim the program will focus more on upgrading technical quantity and quality measurement infrastructure and supporting local initiatives

Possible Adjustments to Plans: None.

Other Donor Programs: The World Bank financed the development of the plans cited above and has made loans for irrigation rehabilitation, municipal water system rehabilitation in Yerevan, and dam safety projects.  The EU has supported transboundary water management (the Kura River) and is considering options to support wastewater management.  Germany's assistance in the sector is expected to focus on water distribution systems.  Several other bilateral donors (e.g., the Netherlands, Norway and France) are looking at small-scale water infrastructure projects.  The World Bank and UNDP have financed such projects as part of their assistance to the earthquake zone.  By improving the policy environment and mechanisms for water quality/quantity monitoring, as well as piloting innovative technologies and management approaches to water management, the Mission expects to fill a gap in other-donor assistance to the sector and influence future investments by other donors.

Principle Contractors and Grantees: USAID’s National Water Resources Management Program is implemented by the Associates in Rural Development (ARD).
Country: 

USAID/Armenia

Objective Name: 
More Transparent, Accountable and Responsive Democratic Governance

Objective Number:
111-021

Self-Assessment: Not Meeting Expectations

Summary: This Strategic Objective is linked primarily to the following agency objectives: 2.1) rule of law and respect for human rights of women as well as men strengthened – 20%; 2.2) credible and competitive political processes encouraged – 10%; 2.3) development of politically active civil society promoted – 40%; and 2.4) more transparent and accountable government institutions encouraged – 30%.  The strategic objective is also linked to the U.S. national interest in Democracy and the MPP goal of Democracy and Human Rights.

Following independence from the Soviet Union, initial public enthusiasm for economic reform and free-market democracy was high.  Armenia’s checkered post-independence election history combined with continuing economic stagnation, declining living standards, crumbling public services and endemic corruption, however, have undermined the public’s confidence in government and engendered widespread cynicism regarding the democratic process.  This Strategic Objective focuses on developing a more effective and transparent governance system that allows and encourages citizens to hold their government accountable for its actions.  USAID plans to achieve this by supporting programs related to the following Intermediate Results: 1) increased citizen participation in policy development and oversight of government; 2) the availability of multiple sources of information; 3) more responsive and effective local government; 4) more responsive and effective parliament; and 5) a transparent, dependable and effective legal system. The ultimate beneficiaries of this program are the citizens of Armenia who will have greater knowledge of how to act upon their rights and responsibilities in a democracy, and have access to stronger democratic institutions.  Direct beneficiaries of this program include independent media outlets, the local NGO community, local governments, legal professionals and professional associations, the judiciary and the National Assembly.

Following the assassination of top officials in October 1999, including the Prime Minister and the Speaker of the Parliament, constant political maneuverings detracted from reform efforts.  While the assassinations were a political and psychological shock to Armenia and its people, it was a significant policy-level achievement that Armenia adhered to democratic principles and the constitutional process despite the instability and uncertainty that characterized the period from October 1999 well into 2000.  Nonetheless, the crisis led to frequent turnover in Ministers, the merger and splitting of a number of key Ministries, and instability within the National Assembly, all of which diverted attention from the legislative agenda that needed to be advanced in order to improve democratic governance.  In particular, the Mission expected the passage of a constitutional amendment that would increase the judiciary’s independence, an amendment to the law on local self-governing bodies that would distinguish between cities and rural villages, and progress towards an Administrative Procedures Code that would provide clear and consistent procedures for government processes such as providing citizens access to information and allowing for appeals.  Additionally, overall reforms in the legal sector have been very slow, with little progress towards improving the transparency, effectiveness or dependability of the judiciary.  

Although the expected constitutional amendment and legislative changes were not completed in 2000, the GOA did make significant progress in drafting a package of Constitutional amendments for public and expert review.  This package of amendments, if passed, will more fully address the Mission’s objectives than the legislative changes that had been expected during the past year.  Furthermore, based on an internal review of progress toward achievement of this SO and an assessment of the current political environment of the country, the Mission initiated several programmatic adjustments in 2000, including the start-up of new activities to increase grassroots political and civic participation and the development of a new program to strengthen the National Assembly.  Because the new civil society activities began only in the fall of 2000 and the parliamentary strengthening program has not yet been procured, it is too early to determine if these adjustments will ensure improved performance. 

Key Results: The results of the USAID/Armenia governance index (a score of 1 out of 64) reflect the lack of progress made in the passage of critical legislation in the past year. This index measures the status and quality of legislation by looking at the adoption, supporting regulations, and implementation of legislation in six critical areas: civil service, public disclosure of assets for public officials, the institution of the ombudsman, administrative procedures, freedom of information and government procurement.  In 2000, only one of the relevant laws was passed (in the area of government procurement), but even in this case the regulations necessary for full implementation are not yet in place.  Public confidence in government has also not demonstrated improvements.  The citizen participation survey conducted at the end of 2000 showed declines in citizen confidence in most governing institutions, except in the case of local government. The NGO sector’s rating on the NGO sustainability index remained unchanged from the previous year, which reflects that the sector is still developing and remains financially and organizationally weak.  Although there have been some examples of NGOs successfully advocating policy, legislative and procedural changes to the government, these incidences are not the norm.  Progress in the legal sector significantly lagged behind expectations, with only marginal improvements in citizens’ access to the court system and in the professional standards and qualifications of advocates and judges.  Finally, the Mission had expected passage of a mandatory judicial code of ethics, but this expectation was revised during the year because of a lack of local understanding of and support for such a self-regulating process. 
Performance and Prospects: Because many activities that support IR #1 - increased citizen participation in policy development and oversight of government - only began in 2000, USAID’s expectations for progress in this IR were moderate.  A new NGO strengthening program began in the last half of the year, building on prior assistance in this sector.  The frequency of general citizen participation activities increased, with USAID supporting 20 town hall meetings a month.  These meetings resulted in the creation of community action committees, which worked to solve over 50 community problems in 2000.  Political party programs were refocused to target party activists at the local, rather than the national, level.  In addition to supporting greater adult awareness and activism, USAID also focused on building the skills of the next generation.  Based on the GOA’s action to make civic education a mandatory part of the secondary school curriculum, USAID is supporting the roll-out of the curriculum in the 2001-2002 school year, through teacher training and curriculum development.  In addition, through a local NGO, USAID supported the organization of 106 mock elections in secondary schools across the country.

Last year, the Mission identified declining levels of women’s political leadership and participation as an area of concern.  As a result, the Mission’s new programs include specific activities to encourage women’s participation.  The Mission’s efforts in this area are informed by an advisory group comprising prominent Armenian women.  

The Mission has met with moderate success under IR #2: availability of multiple sources of information and analysis.  Although dramatic changes in the quality of print journalism are constrained by the lack of financial independence, trends in this area appear positive.  In one successful example, a local independent newspaper increased sales by 10% after redesigning their layout and improving story content.  Recent USAID survey results confirm that more people are watching independent television and reading independent newspapers.  In 2000, 28.3% of survey respondents claimed to rely on information from independent television, versus 17.0% in 1999.  In addition, 6.3% reported relying on independent newspapers, versus 2.5% in 1999
.  Viewership surveys in 2001 are expected to provide more precise data on reliance on independent broadcast media for news and analyses.  In late 2000, the National Assembly passed a new broadcast law, which contained cumbersome administrative requirements for independent television and radio stations as well as a problematic framework for operation of public television.  However, the law was declared unconstitutional and sent it back to the National Assembly for redrafting, presenting an opportunity to correct some of these flaws.

A local government program aimed at achieving IR #3 – more responsive and effective local government – began in January 2000.  Under this program, USAID has supported the development of legislative amendments to the Law on Local Self-Government and the Equalization Law, and made recommendations to restructure Yerevan’s administration.  A number of legislative changes are dependent on constitutional amendments, which will be considered when a Constitutional referendum is called later this year.  Reform of the Local Government Law is part of Council of Europe (COE) accession requirements, and is scheduled to take place in 2001.  To increase citizen access to information, USAID has made preparations to open information centers in the nine cities targeted for intensive assistance under this program.  In addition, USAID has collaborated with the local government Finance Officers Association to develop software that will allow access to budget information through these centers.  Given the importance of increasing local revenues, USAID has helped to develop programs to assist in the local collection and management of land and property taxes.

With the support and interest of the leadership of the National Assembly, USAID is finalizing the scope of work for an activity to achieve IR #4 – more effective and responsive parliament, with implementation scheduled to begin in spring 2001.  Work with the National Assembly will focus on developing mechanisms to increase citizen access to the legislative process, encouraging greater interaction with constituents and awareness of citizen issues, and strengthening the internal legislative development and review process, including the legislature’s role in reviewing and approving the annual national budget.
Progress with the legal sector has been particularly slow and has not met Mission expectations for IR #5 – more transparent, dependable, and effective legal system.  For example, the expected Constitutional referendum, which would provide greater judicial independence, was delayed; and little progress was made in the development of the administrative procedures code.  However, in January 2001, Armenia acceded to the Council of Europe.  Within the coming year, Armenia must amend or pass specific legislation to meet COE requirements, including a number of laws that USAID deems critical to achieving both this IR and the overall strategic objective.  COE requirements include legislation related to NGOs, local government law, the electoral code, the criminal code, the civil service, creation of an ombudsman, political parties, the media, alternative military service and the transfer of prisons to the Ministry of Justice.  USAID will provide assistance to the joint GOA and National Assembly working group that is coordinating compliance with COE requirements.  Many of the laws associated with COE accession will require passage of Constitutional amendments.  It is expected that the Constitutional amendment to provide for a more independent judiciary will be included among these.

Only minor progress has been made in the other activities that make up this IR.  Over the past several years, USAID has worked with the Yerevan State Law School to increase faculty competence both in new areas of law (e.g. commercial law) and in new interactive teaching methods.  Although substantive courses have been developed and incorporated into the curriculum, there has been less progress in adopting new teaching methodologies.  In the last year, USAID changed its approach in this area, primarily providing support for locally based faculty and course material development, rather than sending faculty to the U.S.  The Mission will continue to pursue improvements in the state law school, but will consider working with private law schools as well.  Given the effect of the continued delay in EU/TACIS support for the judicial training center (JTC) on its ability to provide comprehensive judicial training, USAID is moving forward with assistance to the JTC on curriculum and faculty development.

Possible Adjustments to Plans: In March 2001, the Mission will review progress in legal sector activities with support from USAID/W.  This assessment may result in modifications in approach or focus in this sector.  The Mission also expects to follow-up on the citizen participation survey results in order to increase its understanding of the reasons behind the declines in citizen confidence.  To complement other programs that started in late 2000, the Mission may also begin a grassroots level anti-corruption program, to increase public awareness of the impacts of corruption and ways in which it can be addressed at a local level. 

Other Donor Programs: The OSCE is providing assistance for meeting COE accession requirements and for election administration reforms and coordinates the donors’ anti-corruption group. USAID collaborates with DFID, which is supporting civil service reform.  USAID also works closely with the World Bank on its new judicial reform program; with EU/TACIS on its pledged support for the JTC and new program with the National Assembly; and with OSI on its support for clinical legal education.

Major Contractors and Grantees: Current USAID funded activities are implemented by the following contractors and grantees: Internews, the National Democratic Institute, the International Foundation for Electoral Systems, World Learning, Junior Achievement International, the International Research and Exchanges Board, the Urban Institute, the American Bar Association's Central and East European Law Initiative and Chemonics International.

Country: 

USAID/Armenia

Objective Name: 
Mitigation of the Adverse Social Impacts of the Transition

Objective Number:
111-034

Self-Assessment: Meeting Expectations

Summary: This Strategic Objective is linked primarily to the following agency objectives: 1.3) access to economic opportunity for the rural and urban poor expanded and made more equitable - 20%; 4.1) unintended and mistimed pregnancies reduced – 20%; 4.2) infant and child health and nutrition improved and infant and child mortality reduced – 20%; 4.3 deaths, nutrition insecurity and adverse health outcomes to women as a result of pregnancy and childbirth reduced – 10%; and 6.1) urgent needs in times of crises met – 30%.  The strategic objective is also linked to the U.S. national interest in Economic Prosperity and the MPP goal of Economic Development.

The collapse of the Soviet system and Armenia’s subsequent economic transition have had severe negative consequences for the majority of the population.  With an estimated 55% of the population below the poverty line, neither the GOA nor the private sector can provide adequate protection of the most vulnerable population from social hardship and declining health status. The purpose of this Strategic Objective is to mitigate the adverse effects of the transition to a market economy through efforts to strengthen and make sustainable key aspects of the social safety net and health care systems, while providing urgently needed services to the most vulnerable in selected regions of the country.  USAID is tracking progress through the achievement of the following Intermediate Results (IRs): 1) legal and institutional foundations in place for sustainable social and health insurance systems; 2) improved mobilization, allocation, and use of social assistance and health care resources; 3) nutrition, shelter and primary health care services provided; and 4) short-term employment available in selected regions. Through efforts to improve the efficiency of the health care system and the quality of services provided, as well as through macro-level social safety net reforms (e.g. covering pensions, unemployment benefits, and health insurance), USAID’s assistance will benefit all Armenians.  Improvements in the targeting and delivery of GOA-funded social welfare payments and free or subsidized primary health care services will particularly benefit the most vulnerable population, as will programs to test new non-governmental mechanisms for meeting basic health, nutrition and shelter needs of this group. 
The Mission’s assessment of performance in the past year is that this strategic objective is meeting expectations.  New mechanisms were procured, and the last part of the year was spent on initial program start-up and organization, as planned.  A limited number of health activities were in place prior to 2000.  One of these, the nationwide reproductive health information campaign, exceeded expectations with government-sponsored women’s wellness centers marking an 85% increase in attendance immediately following the mass media campaign. 

Key Results: Because the bulk of the activities designed to promote institutional reform and improve service delivery under this SO only began late last year, it is too early to report progress toward the achievement of any key results.  A complete results framework is now in place, and the Mission expects to report on the following indicators next year: 1) decreased financial barriers to accessing health care; 2) personified tracking system in place to support social insurance system improvements; 3) key laws and reforms enacted and implemented (to promote more effective social assistance and primary health care); and 4) number of vulnerable receiving USAID-funded social and health care assistance. 

Although measurable progress against these indicators was not expected to date, in 2000 USAID supported initial analyses and training for GOA staff.  These staff members will be involved in the creation of the personified information system that will be used to track contributions to social insurance mechanisms, allow better projections of system needs, and cross-reference the receipt of benefits. 

Performance and Prospects: As indicated above, because this is a relatively new strategic objective, significant results over the past year were not expected.  Under IR #1, foundations in place for sustainable social and health insurance systems, USAID completed a number of initial analyses, covering the pension system, privacy of information, the development of actuarial capacity, personified reporting requirements, GOA information system needs, and a framework law for social insurance provision.  Familiarization visits to other countries in the region with experience in social insurance and health care reform as well as personified reporting systems were instrumental in preparing GOA staff for moving ahead in these areas. 

Activities under IR #2, improved mobilization, allocation and use of social assistance and health care resources, also began late in the reporting period, and appear to be on track.  To date, USAID has supported the transfer of the family benefit database to the Ministry of Social Security, and has completed preliminary legislative analyses of health care provision, social benefit appeals and targeting, and payments for communal services.  USAID also provided initial training for regional social security center managers, and produced a draft of an office procedures manual for their use to increase outreach and staff professionalism.  As the first steps in delineating potential public and private sector roles in the provision of services and information, USAID has identified existing local NGOs with experience in these areas and conducted a preliminary analysis of the legal framework for health and social service provision.

IR #3 – nutrition, shelter and primary health care services provided – is also primarily a new area for the Mission, with the main activities to achieve it being procured in the last quarter of FY 2000.  With new implementing organizations now in place, the initial groundwork has been completed to allow critical nutrition and health service provision to the vulnerable to begin in early 2001, using a number of innovative models.  USAID-supported, family medical practices will begin providing services in selected sites by the middle of the year. 

To address women’s declining health status and higher rates of maternal mortality, USAID has supported several programs designed to improve reproductive health.  The nationwide reproductive health information campaign, which was completed at the end of 2000, generated some controversy, but ultimately achieved the desired results.  Following the campaign, there was an 85% increase in attendance of new clients at sampled GOA-sponsored family planning cabinets (now renamed as women’s wellness centers), 75% of survey respondents reported exposure to the campaign materials, and the sampled cabinets reported a 5% increase in requests for modern contraceptives.  The Mission also supported the GOA in efforts to develop an HIV/AIDS action plan.  Through primary health care partnerships in selected sites, the Mission supported the development of treatment protocols, the first-ever primary care health fair in Armenia, and increased breast cancer screening.  Results from the recent DHS and an internal evaluation of follow-on reproductive health activities planned for March 2001 will help the Mission better target its activities in these areas in the future. 

The activities that lead to the achievement of IR #4 – short-term employment available in selected regions – were procured in the last quarter of FY 2000.  Since that time, implementing organizations have completed their planning phase and will begin on-the-ground work in early spring.

Possible Adjustments to Plans: Because the DHS and other recent surveys showed strong regional variations in health and nutrition indicators, the Mission will review these results to determine whether any adjustments to ongoing programs are needed.  This review will focus particularly on next steps in the areas of reproductive health, HIV/AIDS awareness, nutrition assistance and health partnerships.  To increase immunization security, the Mission plans to provide partial funding for the creation of an endowment, managed by an Armenian-American organization.    
Other Donor Programs: The World Bank is supporting programs for social infrastructure rehabilitation, and general health care and social sector reform, while the Dutch are focusing on health financing.  The OSCE is involved in changes to the civil register, which will complement USAID’s work on the personified identification system.  UNICEF and UNFPA are supporting aspects of primary health care provision, and WHO is focusing on pharmaceutical reform and malaria prevention.
Major Contractors and Grantees: PADCO, United Methodist Committee on Relief (UMCOR), Catholic Relief Services (CRS), the Armenian Assembly of America (AAA) and Save the Children (SC) implement the Mission’s comprehensive Social Transition Program.  The American International Health Alliance (AIHA) is implementing the Mission’s health care partnerships activity, supported by equipment provided through Carelift.  SC, ADRA and CARE International are implementing activities to improve reproductive health information and services.  USAID supports UNICEF's iodine deficiency disorder activities.

Country/Organization: USAID/Armenia

Objective ID: 111-042

Objective Name: Special and Crosscutting Initiatives

Self-Assessment: Meeting expectations

Summary: This special/cross-cutting objective includes: activities carried out to meet Administration directives or Congressional earmarks; activities that address extraordinary circumstances (e.g., emergency relief); activities limited in time/scope that address targets of opportunities outside of the Mission’s strategic framework (e.g., regional cooperation); and broad-impact activities without a predominant contribution to a single SO.  This objective has potential linkages to most Agency objectives, but it is not possible to assign meaningful percentages.  Its primary MPP and national security interest links are to economic development and economic prosperity, respectively.  Initiatives being carried out under this objective include a pilot housing certificate program in the earthquake zone (EQZ); the Eurasia Foundation’s loan and grants program; emergency provision of food following the summer 2000 drought; a mechanism to finance training across all Mission objectives; a regional water initiative; support for the national census; and program-associated administrative costs. 

People living in temporary shelters and the municipalities in the earthquake zone are directly benefiting from USAID assistance.  The ultimate beneficiaries of the regional water activity will be water users in all three countries.  The beneficiaries of the drought relief activity are Armenians living in extreme poverty in drought stricken regions, including pensioners, the disabled, refugees, rural female-headed households and subsistence farmers.  The beneficiaries of cross-cutting programs will be the same as those cited under each Mission Strategic Objective.  

Key Results: The pilot housing certificate program is providing permanent shelter to 325 familes, and will form the basis for an expanded program (to be implemented under a separate objective).  The primary result of the regional water activity will be improved systems for water quality/ quantity monitoring.  Through the drought relief activity, which was just approved in early 2001, emergency food assistance will be provided to 297,000 beneficiaries (total for the entire planned multi-donor effort, of which USAID provided 20% of the funding).  Crosscutting mechanisms contribute to the results cited for each SO.  

Performance and Prospects: To address the long-term housing needs of the approximately 25,500 households still living in temporary shelters due to the 1988 earthquake, the Mission funded a highly successful pilot program to test a housing certificate model developed through World Bank/USAID analyses.  The GOA also provided a cash contribution of approximately $75,000.  Through this open-market approach, average re-housing costs are $3,300 per unit, as compared to roughly $7,000 per unit for reinforcement programs and $14,000 per unit for new construction.  Therefore, as a key element of the GOA’s overall approach for meeting the shelter needs of earthquake victims, USAID’s expanded program—which will begin in mid-2001—will address shelter issues through housing certificates and rehabilitation grants, within the framework of an integrated strategy for redevelopment of the region.  

The Regional Water Management Project just began in late FY 2000.  In the fall of 2000, a series of national workshops were held in Georgia, Armenia and Azerbaijan to solicit stakeholder feedback to identify specific interventions related to: water quality and quantity information acquisition and management; database management and information exchange between the riparians; Geographical Information System (GIS) as a tool that integrates water information with socio-economic data; improved national-level capacity related to possible future international agreements; and demonstration of community-based transboundary watershed management.
The Eurasia Foundation’s ongoing loans and grants program is designed to accelerate the development and growth of private enterprises; create more effective, responsive, and accountable government; and to increase citizen participation in political and economic decision-making.  Due to the multi-sectoral nature of Eurasia’s work, the regional character of the grant, and USAID’s limited role in allocation decisions and management oversight, the Mission has moved this activity from SO 1.3 to this special objective.  The Mission will continue to incorporate the results of Eurasia’s work into the appropriate SO sections (e.g., Private Sector and Democracy).  Based on information available to the Mission, the amount of Armenia funding in the Eurasia pipeline is significant, but the level of activity in Armenia has been far less than such funding levels would normally indicate.  Therefore, FY 2002 and FY 2003 allocations to Eurasia should be no more than the level cited in last year’s R4, and preferably less until apparent financial difficulties can be rectified.   

The training activities conducted under this program develop new skills and knowledge relative to the achievement of USAID's strategic objectives.  Training is provided for personnel from a number of GOA agencies, NGOs and private sector organizations, and is conducted in Armenia, United States and third countries.  In 2000, USAID financed training for 3,032 participants (43% women) in various in‑country, US‑based and third‑country programs through this crosscutting mechanism.  The Global Bureau is in the process of establishing a new worldwide training instrument.  The Mission will go through a process this spring, with the facilitation of E&E staff, to identify the areas where this mechanism can be used to support its strategic objectives and determine the approximate level of demand/effort anticipated over the next 2-3 years.  In the meantime, this R4 assumes the same annual allocation of funding for the new crosscutting participant training mechanism as was cited in the last R4.    

Accurate demographic information is critical for the government to be able to plan for the needs of its citizens.  Armenia has not conducted a census since just after the earthquake in 1988.  As a result of the disastrous effects of the earthquake, as well as the likely high rates of out-migration since independence, the actual population and demographics of the country are unknown.  In 2000, USAID assisted the Armenian National Statistics Service with the implementation of a pilot census.  Specifically, through an agreement with the U.S. Bureau of the Census, USAID assisted in the design of the questionnaire, the provision of software and data analysis, and assessment of the impact of the pilot results for the full census.  The Government of Armenia has received commitments of multi-donor support, including from USAID, DFID (British), UNFPA and the World Bank, to conduct a full census in October 2001. 

Possible Adjustments to Plans: Last year’s R4 envisioned carrying out the post-pilot EQZ program under this Special Objective.  However, based on the the priority that the GOA has placed on addressing the needs of the victims of the 1988 earthquake and the high success of the pilot program, USAID—in consultation with the Ambassador—has committed to providing funding beyond the original FY 2000 $15 million earmark.  Given current plans to perhaps double the total cost of the program based on multi-year funding (through FY 2002) and a decision to take a more comprehensive approach to USAID’s EQZ intervention than was previously envisioned, this R4 requests approval of a stand-alone EQZ special objective.

Given the proper circumstances—especially progress towards a peaceful resolution of the Nagorno Karabakh conflict, USAID will seek opportunities to fund regional confidence building measures.  

Other Donor Programs: Several private organizations are funding major housing construction programs in the earthquake zone.  UNDP and the World Bank also implement parts of their programs in the earthquake zone, focusing mainly on the upgrading of water systems, small-scale infrastructure programs and rehabilitation of schools and health care facilities.  The EU has supported transboundary water management (the Kura River).  A multi-donor fund managed by the WFP is a primary mechanism through which drought relief is being provided.

Major Contractors and Grantees: At the current time, major contractors and grantees are the Academy for Educational Development (AED), the Eurasia Foundation, the Urban Institute, Development Alternatives, Inc, the World Food Program and the U.S. Bureau of the Census.

Country: 

USAID/Armenia

Objective Name: 
Households Living in Inadequate Shelter as a Result of the 1988 Earthquake Reduced

Objective Number:
TBD

Self-Assessment: Meeting Expectations

Summary: This Strategic Objective is linked primarily to agency objectives 6.1 (Urgent needs in times of crises met – 100%).  The strategic objective is also linked to the U.S. national interest in Humanitarian Response and the MPP goal of Economic Development.

Armenia suffered an earthquake on December 7, 1988 that resulted in more than 25,000 deaths and left approximately 100,000 households (or 530,000 people) without shelter.  Twelve years later, approximately 26,000 households are still living in temporary and inadequate shelters. Temporary shelters are generally concentrated in the Shirak and Lori regions of northwest Armenia, the area most affected by the earthquake, with more than half of the shelters located in the city of Gumri.  The presence of the “domics” (modified railroad cars commonly used as housing in the area) and households living in public assets, as well as the large amount of unfinished construction (mainly concentrated in Gumri) has perpetuated the public’s perception of the area as a disaster zone.  Over the years, the Government of Armenia has maintained a commitment—which it considers a political and economic priority—to provide the victims of the earthquake with adequate, permanent shelter.  The GOA has pledged to make significant progress in meeting the needs of the region by the end of 2001.  To this end, the GOA has renewed its efforts to secure international funding and has allocated its own resources for rehabilitation of this region. 

The Mission has designed a three-year Earthquake Zone Recovery Program that takes into account lessons learned to date under the pilot housing certificate program, other experiences in meeting shelter needs in the areas affected by the earthquake, Government of Armenia preferences, and the intent of Congressional managers to support recovery and reconstruction in the earthquake zone.  The program is designed to provide housing for 7,000 households and to contribute to overall economic reconstruction by providing: 1) support to the GOA for a plan for redevelopment of the region, 2) housing certificates to help victims move out of temporary shelters and into available privately-owned housing, and 3) grants to improve housing to an acceptable standard. 

Key Results: By the end of this three-year program, USAID will have provided up to 7,000 households, currently living in temporary or inadequate shelter because of the 1988 earthquake, with adequate permanent shelter that has access to water, sanitation and electricity.  In addition, the clearance of temporary shelters will be completed as part of a comprehensive and coordinated plan for the redevelopment of selected urban areas in the Shirak and Lori regions.

Performance and Prospects: The World Bank and other donors have provided support over the past ten years for new construction and reinforcement of buildings in the earthquake zone, but these approaches have not been able to fully meet shelter needs.  In early 1999, the World Bank contracted the Urban Institute to develop recommendations for meeting shelter needs in the earthquake zone.  The resulting study recommended meeting shelter needs through cost-effective alternatives to new construction, such as reinforcing buildings damaged by the earthquake, the use of housing certificates to allow families to purchase permanent housing available on the market, and completion of partially constructed buildings.  The Government of Armenia endorsed this new housing strategy for the earthquake zone and requested USAID support. 

In March 2000, under Special Objective 4.2 (Crosscutting/Special Initiatives), USAID/Armenia began a pilot program to test the housing certificate model in Gumri.  The GOA has become a strong advocate of USAID’s housing certificate approach because of the success of the pilot program.  As evidence of this commitment, the GOA provided a $75,000 cash contribution to the pilot program, and is expected to provide complementary funding for this expanded program.

Based on the results to date of the pilot program, this model appears to be more cost effective than either reinforcing damaged multi-unit apartment buildings or new construction, given the relatively low values of housing stock for sale.  Average housing certificate values under the pilot program have been approximately $3,300 per unit, compared to roughly $7,000 per unit for reinforcement and $14,000 per unit for new construction.  In a World Bank-funded survey of households living in temporary shelters in early 1999, almost half of all respondents indicated that they would be willing to relocate to permanent housing for compensation of one third to two-thirds of the cost of a new home.  This provides strong evidence that the housing certificate and housing improvement grant components will be acceptable to targeted recipients.  Preliminary USAID-funded analysis showed that a suitable housing market exists from which certificate holders may purchase homes.  Experience under the pilot housing certificate program  has demonstrated the general public’s and participants’ interest and support, as well as the effectiveness of program procedures.  In addition, local banks, regional cadastre offices, local government and others have all demonstrated their capacity to manage and support the distribution and redemption of the certificate program.

Taking into account experience to date under the pilot program as well as GOA preferences, the expanded program contains the following three components: 

Planning for Redevelopment: Through the provision of technical assistance, the program will support the GOA in overall planning for the redevelopment of the Shirak and Lori regions.  The program will assist the GOA in selecting priorities for development and economic reconstruction, the coordinating all donor and other efforts in the area, and planning for land use and public asset disposition—including the physical locations targeted for the issuance of housing certificates and urban housing improvement grants.

Provision of Housing Certificates to Clear Urban Land: Through the use of housing certificates, permanent adequate housing will be provided to 5,000 urban households in the Shirak and Lori regions.   As a result of the destruction and removal of a corresponding number of “domics” by local authorities, this is expected to clear a significant amount of urban land for more productive uses, and begin to change the area’s image as a disaster zone. 

Housing Improvement Grant Program: This program will pilot a new mechanism to provide grants for housing rehabilitation, improvement or completion.  While the majority of grants will be provided to individual households in rural areas, urban condominium or other homeowner associations and individual urban households will also be eligible to receive grants.  Households not eligible to receive a housing certificate because they are already assigned a unit in a reinforced or otherwise inhabitable building will be considered for housing improvement grants under this component.  At least 2,000 households and 80 condominium or homeowners’ associations are expected to benefit from this component.

Possible Adjustments to Plans: The program described above assumes that, in addition to the $15 million provided through the FY 2000 legislative earmark and the $5 million previously allocated from FY 2001 funds, an additional $11 million will be approved from FY 2002 FSA.  If this request for additional funding were not approved, the EQZ program would be fully funded in FY 2001, and only 4,000 families would be re-housed (as opposed to the 7,000 expected under the fully funded program. 
Other Donor Programs: Several private organizations are funding major housing construction programs in the earthquake zone, including the Lincy and Huntsman Foundations.  UNDP and the World Bank also implement parts of their programs in the earthquake zone, focusing mainly on the upgrading of water systems, small-scale infrastructure programs and rehabilitation of schools and health care facilities.
Major Contractors and Grantees: The program is currently under procurement.

SUCCESS STORIES

Related Strategic Objective: 1.3 Growth of the Competitive Private Sector

In the spring of 2000, Sister Arousiag Sajonian of the Our Lady of Armenia Convent in Gyumri, Armenia, wanted to import playground equipment to install at the Boghossian Park Orphanage in Gyumri and at a summer camp facility in Tsakhkadzor, Armenia.  The USAID-funded International Executive Service Corps (IESC) suggested the possibility of finding a company with the capability of producing the equipment locally.  Sister Arousiag and IESC approached Artur Hovsepyan, the Director of Magnon Company.

Mr. Hovsepyan was interested in the project but he did not have experience manufacturing and installing playground equipment.  During the Soviet period, the Magnon factory, located in Gyumri, Armenia, was a well-known producer of sophisticated equipment for the Soviet Defense industry.  The earthquake in 1988 destroyed much of the factory.  The collapse of the Soviet Union a year later, and the subsequent drop in demand for military equipment, forced Magnon to cease operations entirely.  In 1999, the Government of Armenia privatized the factory and the new “Magnon Company” began producing light machinery, including solar heating tanks, food processing equipment and cooling fans to sell in the local market.

At Mr. Hovsepyan’s request, IESC began working with Magnon Company in the spring of 2000. IESC provides technical assistance to Small and Medium Enterprises (SME) in Armenia as a part of USAID/Armenia’s Private Sector Reform Program. IESC provides assistance in three ways: through technical assistance from volunteer business experts; by providing assistance to businesses looking for information and assistance in the United States; and by providing market research to help businesses find markets for their products, new technology, distribution and other such information.  Since 1992, IESC has worked with more than 250 SMEs in Armenia. 

IESC consultants helped Magnon find and translate production and installation standards and safety regulations and helped Magnon develop a pricing structure for the equipment.   Consultants also worked with Magnon to develop a marketing strategy including publishing a catalog and developing contacts with potential buyers in Armenia and abroad.  IESC consultants are also helping the company find ways to improve manufacturing technologies.

In July 2000, Magnon produced the first playground and installed it at the summer camp facility in Tsakhadzor, Armenia.   In the spring of 2001, two additional playgrounds will be installed at the Boghossian Park Orphanage in Gyumri.  Magnon has three additional playgrounds on order and they are negotiating additional orders with several buyers in the United States. As a result of the increase in work, Magnon now employs a staff of 25 full time engineers, technicians, managers, and support staff.  They are also training 15 additional technicians to hire on a contract basis to help with additional orders.  “This year, we have been able to keep our twenty-five member staff employed through the normally slow winter months.  Twenty-five employees translates into over one hundred people being fed, clothed and housed.  In an economy as depressed as Gyumri’s, that’s an achievement I am proud of.”

The International Executive Service Corps/Armenia activities are part of USAID/Armenia’s Private Sector Reform Program.  Since 1995, USAID/Armenia has undertaken macro- and micro-level initiatives to transform the business climate in Armenia.  Specific USAID interventions include the promotion of policy, legal and regulatory and institutional changes to improve the prospects for competitive business development and private investment; and the provision of firm-level credit, technical assistance and training.

Strategic Objective 2.1: More Transparent, Accountable, and Responsive Democratic Governance

Two years ago, the USAID-funded National Democratic Institute (NDI) and its Armenian partner It’s Your Choice (IYC) began a project in Verin Artashat to help local citizens and the local government better identify and address the needs of the community.  Verin Artashat is a medium size agricultural-based village in a central province of Armenia.  The majority of its five thousand citizens are unemployed.  The budget of the local government is small and little assistance comes from the regional or national government.  Therefore, the local government’s ability to meet citizens’ needs is limited.  NDI and IYC helped the village organize a town hall meeting and form a Citizen Advisory Committee (CAC).  The 5 members of the Verin Artashat CAC were elected during the town hall meeting.  

NDI and IYC are implementing this project to increase civic awareness and participation in Armenia. Through December 2000, NDI and IYC have conducted more than 480 town hall meetings across the country and, as a result, 101 CACs have been formed.  Once formed, a CAC works with the local government to determine the most pressing needs of the community and help find creative ways to address them.

In Verin Artashat, the CAC determined that one of the most critical problems facing the community was the lack of drinking water in the neighborhood where the community hospital is located.  The CAC and the local government approached the neighboring village of Bertik to request assistance.  Because it is located close to a natural reservoir, the Bertik Village had a constant supply of running water.  The local government of Verin Artashat, the Verin Artashat CAC, and the local government of Bertik Village agreed to connect the water systems between the two communities to provide running water to the hospital neighborhood. Due to budget constraints, the local government of Verin Artashat could only afford to allocate 275,000 dram (approximately $500) from the local budget for the project.  To help bridge the cost of constructing the 90 meters of pipeline, the CAC and the local government requested the citizens of the neighborhood to donate a relatively small amount of money or labor.  The majority of families donated between 300-500 drams (approximately $.60- $.80) to purchase the pipes.  The citizens who could not afford to donate money donated labor to construct the pipeline.  In all, 60 meters of pipeline was renovated and a new line purchased and installed to transport water from Bertik to the hospital neighborhood of Verin Artashat.  A regulator was also installed on the pipeline to ensure that the water is equally distributed between the two villages.  Today, the hospital neighborhood has drinking water 3-4 hours per day.  The Verin Artashat CAC and the local government are currently working on a project to install nine kilometers of an irrigation pipeline that will help struggling farmers in the village.

The NDI/IYC activity is part of USAID/Armenia’s Democracy Program.  The goal of the Democracy Program is to develop more transparent, accountable, and responsive democratic governance in Armenia. To meet this goal, the program works with both governmental and non-governmental actors to strengthen democratic institutions and organizations and to increase citizen confidence in them. USAID is also working with local governments to strengthen their capacity to manage resources and respond to citizens’ concerns.

Related Strategic Objective 3.4: Mitigation of the Adverse Effects of the Transition
In the small village of Odzun, located in the northern part of Armenia, 60 women gathered together for a four-hour seminar on reproductive health.  This seminar was one of many community activities conducted under the USAID-funded Green Path Campaign for Family Health.  Before this seminar, the women of Odzun  were not aware of basic information regarding women’s health, and many had not had a gynecological exam for years.  An Armenian gynecologist, trained by international experts in modern methods of contraception and reproductive health, lead the seminar.  Immediate rapport was established between the women and the doctor; this Yerevan-based physician is a native of the region and well known from her appearance in one of the television ads for the campaign.  

The women sat riveted for two hours while the doctor talked about women’s health, family planning, AIDS and STDs.  Although questions were encouraged during the talk, the women held back, reluctant to discuss these sensitive issues on a personal level in such a large group.  Before the coffee break the doctor put out an empty box and invited women to write down their questions and put them in the box.  By the end of the break, the box was full.  

The remainder of the time was devoted to women’s questions.   One woman had an IUD that was inserted 17 years ago.  She wondered if she needed to have it changed or checked by a doctor.  Another woman asked if an IUD could cause neuroses.  Several women had heard of a golden IUD that was supposed to have fewer side effects.  A couple of women described symptoms of STDs, wondering what was wrong with them.  Many wanted to discuss problems in their relationships with their husbands.  For some of the women, this seminar was the first opportunity they had to talk directly to a physician about these topics.  

A spokesperson for the group stood after the seminar and strongly expressed the desire of the women for additional seminars for themselves and, interestingly, for their husbands.  The reproductive health information that they had received in just four hours was more than most had acquired in their entire lives. 

Although 77 government-sponsored family planning (FP) cabinets or centers were set up across Armenia in 1997 with support from UNFPA, many Armenians were not aware of the services and resources that are available at these centers.  The Johns Hopkins University’s Population Communications Service (JHU/PCS) national information campaign, which was implemented between June and November 2000, promoted the use of the family planning cabinets, and was supplemented by a more intensive community outreach program in the Lori and Vayots Dzor regions. The program also trained doctors from the family planning cabinets in counseling and interpersonal communication skills, as well as pharmacists in Yerevan on quality customer service and contraceptive technology.
This activity was part of USAID’s ongoing effort to improve reproductive and primary health care in Armenia.

Related Strategic Objective 4.2: Special Initiatives
In December 1988, Garnik Shigiryan was working in the local machine tool factory and living with his wife in a two-room apartment on Yerevanyan Khjughi (Yerevan Avenue).  The earthquake on December 7, 1988 destroyed both the factory where he worked and the apartment building where they lived.  For the past twelve years, Garnik and his wife Maryan have lived in a temporary shelter.  Like most residents in the area, Garnik and Maryan’s temporary shelter was a metal shipping container, called a domic, which was used to ship humanitarian relief to the region after the earthquake.  In the Yerevanyan Khjughi neighborhood alone there are over 700 families living in this kind of temporary shelter.  Most domics do not have their own piped water or gas, and residents rely mainly on wood burning stoves or kerosene for heat and cooking. In summer, the temperatures inside domics often reach 100°F and fall below freezing in the winter.

For the past twelve years, the Government of Armenia and international donors have struggled to provide housing to the approximately 26,000 households still living in temporary shelter due to the 1988 earthquake.  In 1999, USAID built on initial analyses supported by the World Bank to develop new and more cost-efficient models for re-housing these families. In March 2000, drawing on experience with a similar USAID program in Russia, USAID, with co-financing from the Government of Armenia, began implementing a pilot project to test the housing certificate model in the Yerevanyan Khjughi neighborhood in Gyumri.

On April 28, 2000, Garnik and Maryam, and their two young children, Artur and Tigran, received one of the first five housing certificates issued under the pilot project. According to Garnik, “when we agreed to participate in the project, we didn’t really expect that we’d end up with an apartment -- after all, we’ve been promised housing for twelve years and we’d simply lost hope.”
Within three months, the Shirigyan’s were able to find an apartment and sign a sales agreement to purchase a new home.  On July 11, 2000, Garnik and Maryan Shigiryan, and their two sons, Artur and Tigran, moved into a new three room apartment on the first floor of a stone building ten minutes by bus from their old neighborhood. “…through the HPC program it didn’t take long at all for us to find an apartment.  We are much more optimistic about the future now.” When the Shigiryans moved into their new home, their former domic was removed, clearing land for future development and providing a visible sense of recovery to the neighborhood.  

Since the beginning of the pilot project in March 2000, 237 certificates have been issued to eligible households, and more than 100 temporary shelters have been destroyed.  Before this program began, local authorities had not removed a temporary structure, even when it had been vacated, in 6 years.  In 2001, based on the experience of the pilot project, USAID will initiate a broader program in the earthquake zone, to meet the shelter needs of up to 7,000 households through the use of housing certificates and home improvement grants, within the framework of an integrated plan for redevelopment of the region.

� The 2000 survey broke independent television into two categories “private” and “local”,  whereas 1999 just used “local”.  Therefore a comparison between 1999 and 2000 may not be completely reliable. 
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