MINUTES OF THE 
DISCUSSION OF ISSUES  RELATED TO MCA -ARMENIA COMPACT AND  ITS IMPLEMENTATION ORGANIZED BY “PARTNETSHIP FOR OPEN SOCIETY” INITIATIVE AND HELD ON JULY 14, 2005 IN “QUEEN ERATO” HALL, HOTEL MARRIOTT ARMENIA
The aim of the meeting organized by the “Partnership for Open Society” Initiative was to discuss with the members of the Armenian MCA working team the program approaches set forth by the Armenian side as well as the mechanisms for the possible involvement of the civil society in the monitoring of program implementation.

The members of American and Armenian MCA Working Groups, as well as representatives from international organizations, NGOs and independent experts (the list of participants is attached) were present in the meeting.

In the opening statement Ms. Larisa Minasyan briefly presented the incentives and targets of the meeting and later passed the floor to Mr. Tigran Khachatryan, Deputy Minister of Finance and Economy of the Republic of Armenia.

In the beginning of his speech Mr. T. Khachatryan mentioned that a detached website for the Armenian MCA Program has already been developed (www.mca.am) and added that the participants of the meeting might get all the information about the whole process from the website. 

Later on Mr. T. Khachatryan mainly clarified 2 issues: “What are the developing phases that the Armenian MCA Program has already undergone?” and “And in what phase the program is today?”

All the justifications for the selection of program targets were thoroughly presented and it was mainly noted that the reduction of rural poverty was chosen as a program target due to the new facts, related to poverty, which were revealed as a result of household surveys, carried out in recent years. 

According to the latter, in recent year the poverty in rural areas has not been reduced as compared to urban areas. Justifications for the selection of investment targets under the program (i.e. irrigation and rural roads) were also presented. 
Presenting the status of current discussions, Mr. T. Khachatryan noted that at present the Due Diligence of the Compact was ongoing and added that this phase was launched by the MCA Investment Board in May after setting up a MCA Agreement Group. 
It was pointed out that the discussions with the Armenian Working Group were launched on June 15, 2005. Mr. T. Khachatryan stressed all the main problems on which great attention is paid during the present stage of negotiations and this mainly refers to the continuity of the program, i.e. whether the farmer is able to pay for the improved irrigation and whether sufficient conditions are ensured for the increase of the revenues of the farmers or whether sufficient funds are envisaged for the preservation of the investments.
It was also presented that discussions were held for the clarification of the structure of the management system, assurance of financial accounting, development of monitoring and evaluation system.

Mr. T. Khachatryan also informed the participants that on June 28, 2005 initial discussion of the clarification of the targets for the outcomes and process of evaluation and monitoring processes was held. In the discussion representatives of the American and Armenian Program, international organizations and NGOs were also involved.
Afterwards the participants asked Mr. T. Khachatryan questions.
Mr. Hovhannes Vardanyan, expert of the Armenian Center of National and International Studies asked whether it was envisaged to carry out the evaluation of the environmental impact of investment programs. Mr. T. Khachatryan said that experts dealing with environmental issues have been involved in both the American and Armenian MCA Teams and that all the investment programs should first undergo environmental impact assessment and in the phase of drafting of investment programs the latter should undergo environmental expertise. 
Ms. Suzan Klein, the representative of the “Armenian Trees” Project asked whether during the process of reconstruction of rural roads it was envisaged to plant trees along the roads, since the absence of the latter was also an additional motive for the damage of the roads.
Mr. T. Khachatryan said that such issues had not been raised yet and if such things were presented, the responsible for the program were open to discuss them.

Hayastan Stepanyan, representative of “Urban Institute Foundation” raised the following two issues:

1. In the Compact 4 year period is indicated for the program implementation. She wondered whether that period was sufficient for the implementation of the projects.
2. In the compact it is mentioned that the ongoing monitoring of the Program shall be carried out by the PIUs and monitoring of the outcomes should be carried out by the Monitoring and Evaluation Group. She wondered whether Independent monitoring was also envisaged. 
As to the 1st question, Mr. T. Khachatryan pointed out that at present discussions were held with the American Team also with respect to that specific issue and if there were concrete justifications in place proving that all the presented programs could not be implemented in 4 years, and then this timeframe could be expanded from 4 up to 5 years. And if it happens so that some of the programs could not be successfully implemented even in 5 years, then the program would be taken out of the general program list, since maximum 5 years are envisaged for the implementation of the MCA programs. 
As to the 2nd issue, Mr. Khachatryan said that if after the selective surveys of the National Statistical Service of RA and the Administrative Register, no sufficient information is in place for the evaluation of program results then it is possible to also involve specialized NGOs for additional qualitative and quantitative surveys.
The representative of Eurasia Foundation asked whether the factors related to the possible increase of water tariffs, consolidation of lands, VAT taxation of agriculture in the forthcoming years have been taken into consideration during the evaluation of the efficiency of the program.
Mr. T. Khachatryan answered that under the irrigation component all the investments are directly streamlined at the cost of water and consequently at reducing the water tariff. It was also noted that as a result of program implementation the productivity of farmer households will increase and the farmer will not that easily make a decision to sale his land.
Coming to VAT taxation of agriculture, Mr. Khachatryan said that direct subsidizing of farmers will be carried out in parallel to those activities, i.e. indirect subsidizing will be replaced by the direct one and generally speaking farmers will not suffer. 
Mr. David Thomson, representative of “World Vision” said that he welcomed the eagerness of NGOs to be involved in the management, monitoring and evaluation of the program and expressed his hope that unlike the PRSP process, in this case the participation will be much more expanded.

Mr. D. Thomson also mentioned that by his opinion rural poverty was conditioned not only by the status of infrastructures but also by the monopoly granted to the markets.

Coming to the 1st issue, Mr. T. Khachatryan said that he disagreed with the qualifications with respect to the rate of involvement in the PRSP process and clarified that those parties are more actively involved in the PRSP process, which stood close to the process.
Meantime the cooperation is open and any interested party can be involved in the process. 
As to the 2nd issue, Mr. Khachatryan said that despite other sectors, he didn’t come to notice any kind of monopolization in the field of consumption of agro production. He meantime noted that if such cases as well as certain mechanisms for the resolution of the latter were presented, the responsible specialists would be ready to discuss them. 

Mr. Artashes Ghazakhetsyan, the representative of “Armenia 2020” Program asked wouldn’t be it right to streamline the resources for the creation of new jobs, instead of raising the productivity and profitability, for instance to finance development of tourism infrastructure?
Mr. Khachatryan said that the increase of profitability in agriculture would prevent the outflow of work force and subsequently, extra social pressure in urban areas.
Ms. Larisa Minasyan mentioned that reduction of rural poverty should be viewed not only from the income side but also from the viewpoint of accessibility of social services (education, health and social insurance). She also mentioned the issues related to the assurance of information and telecommunications, which also increase the poverty risks. Ms. Larisa Minasyan also raised the issue of marketing and assuring market information to the farmers.
Answering to the 1st question, Mr. T. Khachatryan said that in the PRSP poverty is not viewed solely as a lack of income but also as a level of accessibility of social services.
Under the PRSP, activities, including continuous increase of state expenditures in those fields aimed at raising the accessibility of social services, are thereto established.   

Coming to the 2nd issue, Mr. T. Khachatryan said that at present the American and Armenian teams are at present reviewing all the programs being implemented for the assurance of information related to marketing and markets. And if it is justified that they are not yet sufficient, and then the responsible specialists are open for discussions.
Meantime Ms. Larisa Minasyan suggested envisaging certain financial resources under the Program for the assurance of public awareness about the process of program implementation and its outcomes.
Mr. Boris Navasardyan, Chairman of the Yerevan Press Club also came up with a couple of suggestions:

1.
The increase of productivity in agriculture will result in the re-distribution of lands which will not always be done legally, and this means that not always the rights of small land-owners will be protected. This is an issue to be constantly kept in the on-going monitoring prospective.
2. 
The Participatory monitoring should be carried out in the context of the program and a separate discussion is suggested to organize for discussing its mechanisms.  
During the meeting an agreement was reached to continue the discussions related to the public involvement mechanisms for management and monitoring systems. Meantime it was noted in the end of August, beginning of September another meeting-discussion in the same format and related to the program monitoring and evaluation system will be held. 
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