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Preface from Mayor

The Yeghegnadzor community's local economic development plan is a document reflecting the full
range of steps to be taken from the community's targeted development point for 2018-2021,which implies
the economic development of the community.Taking into account the factthat Yeghegnadzor community
has available resources and opportunities that can be used to promote community development and
employment,a strategy has been drawn up to attract investment for infrustructure development,to improve
agriculture and activate youth's cultural life.

Considering that the city Yeghegnadzor have some resources and apportunities , which can effect on
the progress andit can promote the progress of subconstractuon,agricalture and be the impuls for activating
cultural, scinetific life among the youth.

Community Mayor D.Harutyunyan

For a copy of the Plan please contact:

Name: Ani Grigoryan

Title:  Person in charge of LED

Address: Vayots Dzor Marz, c. Yeghegnadzor, Shahumyan 1
Tel.: +374 44411124

E-mail:  grigoryan.annie(@mail.ru




1. Executive Summary

The Local Economic Development Plan of Yeghegnadzor community has been developed in the
framework of Mayors for Economic Growth initiative. During the development of the Plan local economy
and SWOT analyses have been carried out based on which the Community vision and key objectives have
been set. Activities for 2018-2021 have been identified as well implementation of which will best contribute
to the fulfillment of the set objectives. The plan consists of introduction and 11 points, which were
planned and developed with three phases. First an analysis of interested sides was carried out
and a partnership was made,in which local authorities,private part,CSO, community educational
institutions and representatives of active citizens of the community were included. The community
LED executive himself met with the chosen people, informing them about the problems and the
aims of the programme. The first meeting of partnership was arranged,where the steps of LED led
plan improvement were presented in details as well as ateam was chosen to carry out the process
of program development.Meetings were arranged by the team with enterprises,organisations,agancies to
collect nessesary informationwith the help of quesyions prepared and corrected beforehand to fulfil a
structural analysis of economy of community.The municipality collected information on annual turnover
of each organization and the number of employees for the last 5 years,as a result of which the
classification of enterprises by size was made. Based on the gathered information,various analyses
have been made and presented to the members of the partnership.Then an analysis was conducted on
the seven key points:local cooperation,transparent and no business administration support,access to
finance,land and infrustructure,regulatory institutional framework,skills and human capital
inclusion,external positioning and marketing. Analysis of strengths and weaknesses has also been done
on each pinch,as well as the analysis of the overall strengths,weeknesses,capactities and challenges.It
should be noted that meetings of private sector representatives,public sector stakeholders were
organized to analyse each pillar to clarify existig needs,requirements,situation, future needs.Taking into
account the future plans,all the arguments and views have been taken into consideration.The
partnership has defined a vision where community development is linked to tourism
development,investment attraction and broad cooperation with the private sector.It also sets objectives
that relate to the development of tourism infrustructure,tourism development,agricultural
development,investment attraction and development of cooperaton.



3. List of Tables and figures & Abbreviations

Table 1. Presentational Table for Private Sector Companies

Table 2. Assessment of Local Cooperation

Table 3. Growth Sectors (Sub-sectors) & their Challenges

Table 4. Private Sector Needs in Area of Land and Infrastructure

Table 5. Regulatory and Institutional Framework

Table 6A. Skills Situation

Table 6B. How the Local Area is Organised to Balance Required Skills and Employment Opportunities —
Systern Analysis

Table 7. How the Local Area is Perceived by Its Citizens

Table 8. Action Plan

Table 9. Financing Scheme

Table 10. Internal Monitoring Plan of the activities outlined in the Table 8

Abbreviations

EU - European Union

M4EG — Mayors for Economic Growth

ASUE - Armenian State Univercity of Economics
NGO - Non-governmental organisation

CSO —~ Civil society organisation

MA - Municipal administration

LED - Local economic development

UNDP — The United Nations Development Programme
VDM- Vayots dzor Marz

GIZ -  German Corporation for International Cooperation/Deutsche Gesellschaft fiir Internationale
Zusammenarbeit
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4. Introduction to the Plan

The community of Yeghegnadzor is situated in the south-eastern part of Republic of Armenia, it is far
from the capital Yerevan nearly 120 km (1 hour and 45 mins), it is the centre of Vayots dzor marz. The
nearest airport is 140 km far from the city. To the city and vice versa there are reguliar transportation. The
publitation of the city is nearly 9686, from which 53,6 % of them are men,46.4 % are women. Workable
population are 3431 people.The official unemployment rate is 6%, but real unemployment is 30 %. The
Yeghegnadzor Community Council on May 17, 2017passed the decision N 31 on approving the
Recommendation for the Community Leadership for the Economic Development Project.

A working group has been set up to implement the project activities,which once every two months has
organized meetings with  businesses in  the community, NGOs and individual entrepreneurs.The
Yeghegnadzor community attaches importance to its participation in the EDB,which is based on
sustainable economic development.The goal of the initiative is to become an active inititor of economic
development and job creation ,though the development of own capacities,technical skills and cooperation
with the private sector and civil society. The Yeghegnadzor comunity did not have the same opportunity to
develop their skills,seek partnership and write a local economic development plan.Within the framework
of the project the community has developed a local economic development program,in line with the
principles of public-private dialogue,concrete steps to be taken to support growth,development and
employment.

The LED plan is partly related to existing documents already in line with state normative acts as these
documents contain social programs not economic that’s they don't consider economic growth and job
creation. Yhe Community Leadership Development Initiative proposes a management approach to local
economic development that has proven its importance throughout the world over the past three
decades,particularly in the European Union.The main objective of participation in the project is to become
an active initiator of job creation,as well as to provide economic,social and cultural development.By joining
the project,the community has become a community professional network that offers economic,political
benifits and enhancement to all participants

Confirmation that the plan has been developed in collaboration with the private sector and civil
soiety in line with the Community leaders for economic development initiative we assure that the costs of
the plan will be partially covered by the community budget.



5. Process of Local Economic Development Plan Development

The Yeghegnadzor community joined the Community Development Initiative for the sake of
economic development in May 2017. Before proceeding to ADP development, the community has
submitted to the EDB Secretariat the baseline data on the community and included in the list of 22
communities that participated in seminars organized by the EDT Secretariat.

A working group was formed under the initiative of Community Leader for Communities for
Economic Development, with the order No. 03 of January 25, 2018, with the participation of the
community administration, the private sector and civil society representatives.
A working group was formed under the initiative of Community Leader for Communities for
Economic Development. 03 January 25, 2018, with the participation of the community
administration, the private sector, and civil society representatives . The five-year community
development program that served as the basis for public discussion of the population was an
important basis for the drafting of the plan.

In March, community representatives visited the community to discuss the problems facing the
community with the community head, community economic development officer, and Vayots Dzor
province administration staff development plans and audition department, and further action plans
were identified.

The Local Economic Development Officer also had individual meetings with credit organizations in
the community of financial institutions, which provided loan terms, terms and conditions. Based on
the information received, a relevant analysis was required for the plan.

As a result of the separate discussions, the potential of hotels and guesthouses in the community
was also adjusted, and the information was also used when designing the plan



6. Local Economic Analysis
6.1Analysis of Local Economic Structure

Yeghegnadzor is one of the oldest settlements in the southern part of Armenia. It is located on the
historic Silk Road and on the southern tourist corridor. Yeghegnadzor community has developt experince in
agriculture, industry and traditions.Tourism is developing in the community,particularly the guest house
business.According to statistical service data,in 2017 growth has been registered in all sectors of the
community's economy.
Agriculture: The main branches of agriculture in the community are gardening, horticulture, cultivation and
bee-keeping. The community has 1842.99 hectares of agricultural land, of which 543 hectares are irrigated.
There are only 7 organizations, including "Gold Gaut" LLC, which is engaged in production of goat cheese,
besides cattle breeding complex. In 2015, 135 tons of cheese was produced, and by 2016, 300 tons of cheese
was annually exported to Russia by 2.5% to 90% of the production. The total amount of this sector is
estimated at 200 million drams, where 35 people work.
Since 1990, there is a wine factory in the "Grunnaton" factory, where 150,000 in 2016, and 200,000 bottles
of grapes and pomegranate wines in 2017. The factory employs 20 people. Compared with 2016, production
growth is higher than 20%. The products are mainly exported to Russia.
INDUSTRY. The largest growth was recorded in the following industries: processing industry, grapes,
vegetables, fruits and vegetables and dairy products (17%), trade (5%). The main direction of the
Community industry is the processing industry. in which the production of canned food and dried fruit is
distinguished. The Yeghegnadzor cannery factory is distinguished by a relatively high annual turnover.
In 2015, 1280 tons of fruits and vegetables were harvested, and according to the data of 2017 Yeghegnadzor
cannabis factory purchased 1690 tons of fruits and vegetables. According to the results of the year, the plant
increased its harvest by 24%. The factory has won several gold medals at international competitions for the
best quality. The plant has about 40 jobs.

There are 3 companies operating in the exporting industry, the number of which has increased by 2 in 2016.
In the territory adjacent to the neighboring community it is envisaged to carry out the mining of the third
deposit of the Ertsic Quartzite mine. As a result, more than 20 jobs will be created and the organization will
be obliged to pay large budgets to the community budget to be used to develop the
communityProduction: In Yeghegnadzor opererates relay factory,where are mainly produced the car's relays
and employs 46 people.
In 2016 the plant produced 350-400,000 relays, and in 2017 - 500,000. 2017 saw a 15-20% increase.
Tourism. In 2017, the number of hotels and restaurants / fast food chains has been increased by 4% and 6%.
In 2017, the Yeghegnadzor community has been visited by about 13,000 tourists, from which 50% stayed
overnight. In the field of cultural heritage is active the Yeghegnadzor Regional Museum.
There are 276 micro-enterprises in the community,which provides various services to the populationO
According to the RA State Register, in 2017 the number of non-financial enterprises in the community has
reached 264, which is 7% more than in 2016. There are 11 Financial Institutions in the Community. An
increase in the number of businesses has been registered in almost all sectors of the economy. Community-
based organizations have the following distribution:

¢ 353micro business

e 11 small business
Being a Yeghegnadzor community, it is centralized in the regional center to provide secondary vocational
and higher education. Here are the Vayots Dzor State Regional College, with 41 jobs and branch of the
Armenian State University of Economics, with 36 jobs. There are 6 community-based organizations, 3
kindergartens, art school, children's creative center, sports school.
92 people are employed at the municipality and its subordinate institutions, which constitutes 4.6% of the
total working population. The average vocational and tertiary education provided in the community does not
meet the needs of the emerging sectors of the economy. Agricultural processing specialists are needed

The IT sector is not developed in the community. 5 micro-enterprises provide legal advice. An increase in
construction is observed in 8 micro-enterprises.

Yeghegnadzor crosses the interstate highway linking Syunik region, Nagorno-Karabakh Republic and the
Islamic Republic of Iran with about 60% of passers-by in Yeghegnadzor community. This is due to the fact
that fast food 8, retail trade 203 and car repair 11 items. The number of these organizations has increased by
15% as compared to 2016.

There is one medical center and 5 stomatological centers in the community.
In 2018 the Armenian government has approved the construction of Vayots Dzor Medical Center in
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Yeghegnadzor, which will be equipped with modern technologies and trained specialists. The construction of
the hospital is underway and is expected to be completed by 2020. There are also a number of small and
medium-sized organizations in the community: public service provision 8, transport services 6, real estate
agency 1., stone processing 1 and so on.

Table 1. Presentational Table for Private Sector Companies

Type of economic activities Micro Small Medium Large
Total businesses 353 11
Industrial manufacturing 5 3
Agricultural production 6 i 1
Retailing 203
Wholesale trade 6

Business Services

Medical services 7 1

Legal Services

Customer services 26

Restaurants, cafes, bars and more 11 2
Hotels, B&B 21 1
Information technologies 0

Transport 9

Construction 8

Communication services 4 1
Creative services 2

Education 2

Tourism

Culture

Other services 32 2

STRENGTH WEAKNESS

1.Agriculture and processing industry are developed in | 1. The problem of irrigation network and sales
the community

2. There are resources to develop tourism 2. Tourism infrastructures are weakly developed

3. Availability of secondary vocational and higher | 3. Outflow of qualified personnel
education institutions

Tourism and agriculture are promising and emerging sectors of the economy. Yeghegnadzor
community has great opportunities to develop infrastructure that will promote the creation of new
jobs.

6.1 Local Cooperation
There is no business association in the community, so there is no partnership between enterprises.

The creation of a Tourism Information Center, which will act as a business organization, will
include community hotels, guest houses, restaurants and promote their promotion activities. As a
result of the project implementation, 3 new jobs will be created. The project is scheduled for
October 2018.

The Community Mayor has included in the annual work plan and organises meetings with heads of
business companies, financial institutions, individual entrepreneurs, manufacturers, private
investors and representatives of foreign organisations active in the country to discuss all potential
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projects that can be implemented in the Community and which will contribute to the dynamic
growth of the community development. Since January 2018 there is an economic development team
that collaborates with community business and non-governmental organizations and implements
various projects. There is no partnership between the companies as such. General consultations take
place as needed to address a specific issue facing the sector.

At the same time the municipal administration is challenged to increase the quality of community
services making them more transparent and accessible for all. Any problem related to community
development is covered on the official website and Facebook page of the Community
(www.veghegnadzor.am U @yeghegnadzormunicipality).

Table 2. Assessment of Local Cooperation

Local Economic Private sector , Non- Since 2018 ,periodically
Development Team governmental
organizations , Las
A consultative body Active youth, Since 2014, permanent Useful
attached to the mayor of | culture,education and art
community representatives, CSOs,
etc.
Tourism Hotels, guest houses, Plans/occasional Useful
food service facilities
STRENGTH WEAKNESS
Favourable conditions and resources for the Absence of tourism information center
development of tourism

6.2 Business-friendly, Transparent and Corruption-Free Administration
Since “The Mayors for Economic Growth’’initiative in Yeghegnadzor community have not been any

experiment to do like work, there have not been such department or worker.
Economic Development Council of the Community has been established recently (January 2018) and has no
" experience.Apart from the Community Mayor’s meetings there is no other format of cooperation aimed at
improvement of business environment towards business needs. Steps are being taken to obtain information
about support to businesses and donor projects and to post them in the official website of the Community.
Any act of cooperation with the private sector is covered on the official website and Facebook page of the
Community thus enabling everyone to learn about such activities and participate in them, if they wish. All
" tenders and auctions announced by the Municipal Administration are published in the Republic of Armenia
daily newspaper and the official website of the Community. All stakeholders can participate in the processes.
The sessions of the Community Council are published online and any interested person can send their
remarks and suggestions with regard to the problems discussed. Satisfactory conditions are created in the
Community to be aware of community meetings and discussions, participate in them and come up with
suggestions. To that end the official website of the Community and the Facebook page of the Municipal
Administration are used where detailed coverage of the activities performed by the Administration and the
Council are presented
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The problems of the sector include raising the efficiency of the

Agriculture irrigation water system and irrigation of non-irrigated areas.
Absence of tourist maps of the community
Absence of guiding road signs

Tourism Absence of fun places

The problem of increasing the production in the community is the non-

Production affordable business support loans.

STRENGTH WEAKNESS
1 OTransparent competitive field 1.0On the site there is no economic development
department.

2.The announcements of all competitions are placed on
the site, discussions, hearings, sittings are open, the
community administration reports.

20
Improvement of business environment and creation of
equal conditions

Establishment of commercial banks branches in the community gives local business opportunity and
opportunity to expand and promote new businesses. There are 5 branches in the community, which accounts

" for 40% of the Armenian banks, 8 branches of credit organizations, which constitute 25% of Armenian credit
organizations and 5 insurance companies, which constitute 60% of operating insurance companies, h.Access
to Finance

“Information on financial resources available for business development is collected and provided to
businesses. Public awareness campaigns on low interest rates are regularly conducted in the community.
Banks operating in the community provide loans to small and medium-sized enterprises up to 100 million

. drams (14%) with a pledge of $ 10 million. AMD (21%) without collateral.

_ Commercial banks provide agricultural loans with a monthly interest rate of 3-6% to stimulate agricultural
development. There are existing credit organizations in the community that provide loans up to $ 2 million.
(24% annual interest rate). The SME DNC's residence in the district is not in the community, where the
public is informed about their programs from social networks, banks, and sometimes the municipality also
makes statements on the official website.

To support business development, the local economic development team plans partnerships with the capital
market, capacity building, and joint implementation of projects and activities with the private sector, which
will provide the financial market for the implementation of these programs.

SME i Trade and service Mortgage,
Commercial banks Community | provision, Guarantor
residents | construction
SME | Trade and service Guarantor
Credit organisations Community | provision
residents |
Strengths Weaknesses
There are a large number of financial institutions,
which are providing almost the entire spectrum of | High interest rate
financial services.
Provision of services Information and consulting Start-up business loan limit
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6.3 Land and Infrastructure

The positive trend of business development also brings with it the demand for work space, land and
infrastructure. Yeghegnadzor has been a major industrial city in the Soviet era and has operated a
number of factories in the city, and although the factories are currently privately owned, the owners
provide, in the case of necessity, areas for the development of The main demand is by micro-
enterprises and individual merchants who want a working space for common conveniences. The municipality
is making a great effort to identify all the land and buildings and their physical conditions. The community
has no office space.

Table 4. Private Sector Needs in Area of Land and Infrastructure

Micro-company or sole trader | Absence of workspace Every businessman is improving his /
workspace  (workshops) - her own working areas

(with/without) shared common

facilities

Office space — (with/without) | Absence of workspace

shared common facilities
Business incubator (< 10 start- | None
up/micro-companies; > 10 start-
up/micro-companies)

Business/ Industrial park None
STRENGTH WEAKNESS
1OFor start a new business the rent area is easy to | 1. Absence of business incubators or science /
solve technology parks
2.Wide representation of financial institutions 2. Absence of community-owned areas.
and great competition

6.4 Regulatory and Istitutional Framework

The Municipal Administration has regulated the issue of processing the citizens’ applications
as a result of which services provided by the administration have improved and barriers have been
eliminated.In municipality has been created “One Window” Citizen Service Office, as a result have been
improved services of which provided.Despite the progress, there are still some unreasonable rules, settings
and other administrative barriers.The biggest problem is all the processes, through which it is necessary to
pass for receive construction permits.There is no cooperation between the State Committee of the Real
Estate Cadastre, the Notary Office and the Municipalityand they require the same information from
residents.
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Table5.Regulatory and Institutional Framework

Principle of “one window” ! Quality improvement of provided
service provision applied by the services
municipal administration

Cooperation with the | Low MA Residents will be required to call
municipality, cadastre, notary their phone number every day
Attrracting new investments | Low MA Community tax does not apply

to local taxes to promote
business development

STRENGTH WEAKNESS

1. Presence of Citizen Service Office 1Residents are still not accustomed to
making inquiries and receiving answers
online, and most of the applications are
submitted in paper form.

2. Equal accessibility conditions 2 Non-flexible system of local taxes

6.5Skills and Human Capital, Inclusiveness
Pursuant to the Armenian legislation jurisdiction of the municipality in the field of education is restricted to
preschool education and extracurricular activities.

Since 1971, in Yeghegnadzor has been functioning The Vayots Dzor Regional State College, where
student receive vocational and technical education.The college also has short-term training programs.

Since 2008, in community has been functioning the branch of the Armenian State University of
Economics, where students receive a Bachelor's degree / Master's degree in economics.

In terms of quantitative, structural and qualitative qualities vocational schools still fail to adequately
respond to the demands of local job marketThere is discrepancy between labour force supply and demand.
The Employment Center implements certain trainings but does not cooperate with private businesses.There
is lack of coordination between municipal administration, business, educational and training institutions

Table6A. SKills Situations

Agricultural production Excess to demand | Slight shortage Vocational training on
! horticulture and

farming

Industrial manufacturing Excess to demand Slight shortage Investments, expansion
of existing enterprises

Construction . Mismatch Slight shortage Investment projects

Transportation, providers, service | Excess to demand Matching Investment projects

sector employees ‘
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Table 6B. How the Local Area is Organised to Balance Required Skills and Employment
Opportunities — System Analysis

Auvailability of equal conditions for | 5 i Lack of skills to make it 5
business environment ' accessible to everyone
Requirements presented by 5 | Non-transparency of 5
employers | presenting the demand
Vocational trainings and extension | 5 } [rregular organisation 5
activities ‘

Transparent organisation of L5 " Online submissions are not )

Vit]

‘ | accessible to everyone
o . ___ Possible Improved Way s
Cooperation between the Employment Service of the Regional Administration and employers
Coordination between municipal administration, business, educational and training institutions.

6.6 External Positioning and Marketing

Yeghegnadzor is noted by regional centralized capacity of financial, educational, isdustrial and
agricultural enterprises which is connected with the opening of tourism and financial structures branches as
well as foundation of Economy University branch. Small enterprises - winemaking, barrels production, stone
processing , concrete items, baking , confectionery , fertalizers, furniture making , etc - are developing due to
the new regional conditions Approximately 300 peole are employed in above — mentioned enterprises.
In recent years, the community has significantly improved infrastructure, increased greenhouses, built
amphitheater, playgrounds, and enriched the community's lighting network.
The community does not have a developed brand and slogan, community marketing strategy, as well as
marketing campaigns for community advertising.
According to the visitors, Yeghegnadzor is considered to be an attractive place to live, work, visit and invest.
In recent years, the municipality has paid great attention to improving the appearance of the city. At the
initiative of the municipality, irregularly installed metal pavilions in the community. In recent years,
businessmen have also started to improve their working areas by renovating and providing a more modern
look, which has also positively affected the overall appearance of the city. The flow of tourists from abroad
causes the Arena Wine Festival and the festivals in Jermuk. The community is trying to introduce a variety
of festivals or events in local products such as Yeghegnadzor wine, cheese, dried fruits, preserves and
jams.smantled and moved from the community.

Table 70How the Local Area is Perceived by Its Citizens

Geographic ~ location ~ of  the | 5 Distance from the capital 4
community
Improved Infrastuctures 4 Difficulties with consumption of | 5
local production

Great opportunities for 3 Absence of tour packages 5
tourism development
Transparent and Proper | 4 Community-private sector | 5
Governance partnership

2

Toadd nevs;wdApartment in wwxv.vé,él%ﬁﬁadzor.ém site and introduce the attraction of |
Yeghegnadzor tourism

Organise community-business sector joint discussions MA

To operate intinerary and mapping of commuity MA
STRENGTH WEAKNESS

1 OPresence of historical and cultural sites 1. Distance from the capital
20Geographical position: 2T Lack of community boards, guides and maps
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7. SWOT Analysi

e Armenia-Iran interstate highway passes e Absence from the capital
through the Community | e Absence of cheap workforce

e Rich natural and historical-cultural resources / | e Youth emigration
Yeghegnadzor Geological Museum, National | e Qutflow of qua]iﬁed cadres
Gallery of ArmeniaYeghegnadzor e Distance from the international airport
branch,Kyoshk castle, St. Sarkis Church / ¢ Insufficient infrastructure development

e Favorable  conditions  for  ecotourism | A Community and physical depreciation of
development 1 cultural structures;

e Availability of full value chains of wine, | e bsence oftourist information center
cheese, milk, and canned food e Absence of travel agencies

e Ecologically clean agricultural production ; e Absence of brend

e Agricultural productivity growth e Absence of information posters

e Availability of refrigeration economy
e Access to secondary vocational, vocational,
higher education
e Availability of trained guides
Opportunities Risks

¢ Development of wine tourism
e Being close to Iran's border with Iran e Absence of agricultural insurance

80Vision and Objectives
Vision

By 2021 Yeghegnadzor community in addition to its developed agriculture, will have improved
infrastructure for tourism development. For business and investments will be a favorable environment.

Objectives
10Develop tourism infrastructures for tourism promotion.

20Increasing capacities of local winemakers for wine making.
30Promote  entrepreneurship  and  small  business  development in  the  community.
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