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Introduction

The National Indicative Programme for the RepublicArmenia (hereafter ‘Armenia)

2007-2010 sets out the key priority areas for E€istence to Armenia. As this will

expire in 2010, the EC is now beginning preparatifmm a new NIP to cover 2011-2013.
This process will be carried out for all ENPI caued during 2009.

This list of potential priority and sub-priorityeas in this paper is derived from the EU-
Armenia ENP Action Plan, jointly agreed between Ama and the EU and adopted in
November 2006. It sets out the strategic objestiMethe cooperation between Armenia
and the EU, and, as such, forms the basis for siterEU-Armenia cooperation. Country
Strategy Paper 2007-2013 for Armenia remains lgrgalid after the Midterm Review.

An attempt has been made to take 68 actions witlenAction Plan and draw out a
usable number of areas for assistance. Where e two or more areas identified
here could be combined at the Indicative Progranstage, to ensure the synergies
between them are fully accounted for in the AnRraigrammes which will be identified
on the basis of the Indicative Programme.

In total, a maximum of threeverall priority areas can be identified. As thmsdicative
programme will be valid for three years, the aimwdt be that no more than three sub-
priorities are identified per priority.

This paper should be used as a basis for discisaih the government of Armenia, and
with all other stakeholders, including Civil SogieEU Member States, and other donors,
with a view to identifying the key priorities andlspriorities for EC assistance under the
European Neighbourhood and Partnership InstruntgsP() NIP 2011-13.

As such, the conclusions drawn in this paper fmhesector do not represent the final
view of the EC, but an initial desk-assessmentdfscussion with stakeholders. The EC
would welcome input from all stakeholders on whaeafic needs and opportunities
there are in key areas, which areas are the higinesity, which areas may need better
coordination, and input on the lessons that stdklein® have learned in key areas.

Next Steps
First programming missions will take place in ea2B09 with officials for the Brussels

headquarters of the Commission visiting Armeniadscussions with the government,
and other stakeholders and donors. The key imegisired are views from stakeholders
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on the needs and possibilities for assistance yrekeas. The input from this mission will
be analysed, and a set of priority areas for inciusn the NIP proposed. A second
programming mission in spring 2009 will allow fuethdiscussion of the priorities
identified during the first mission.

Lessons Learned

Due to the comparatively long lead-in times for tplementation of EC programmes,
no projects under the current NIP have been coexplet this time. For this reason, it is
difficult to draw concrete lessons from current BENProgrammes. However,
disbursements have been made under the 2007 Saodget Support Programme for
reform of theVET, and benchmarks are largely beicigeved. Initial analysis is that this
is likely to be an effective approach to sectooref in Armenia.

Despite some negative experiences in other cognt@®nstruction and Investment
projects in Armenia may represent a comparativeaaihge for the EC’s national

programmes, also in light of the need for more HEibility. Complicated procedures and
multi-stakeholder projects tend to mean, howevdrat tprogress in EC-funded

construction projects is slow, and such projectgehaten suffered serious implantation
problems. Also, other donors, such as the US, tsgeificant funds earmarked for

infrastructure investment and construction. Armaesigned in 2006 an agreement with
the US for a Millennium Challenge Corporation pamgme of around $235 million for

construction project for roads, and irrigation syss.

The EC should seek to focus on its comparative radges in areas such as sector
reform, public administration reform, public finahenanagement, approximation with

EU standards. Some investment projects may be agedssthrough ENPI. For large scale
infrastructure investments, the Neighbourhood Itmest Facility has been established
by the EC to provide grant funding in support afidang operations by International

Financial Institutions, and this, rather than ti¢PE National Programme should be the
key source of EC funding for infrastructure constien and investment.

Key horizontal issues should also be taken intoowat; includingClimate change,
Migration, Aid for Trade, Rising Food Prices anduBs. These represent global policy
priorities for the EU. Whenever possible thesaassshould be mainstreamed rather than
leading to the definition of specific prioritiescsub-priorities.

Donor Coordination and aid effectiveness

The EC identifies its own comparative advantagedeing in legislative reform and
approximation, through instruments such as Twinnamgl through larger programmes to
support wider sector reform. While EC assistas¢calue to the nature of the EC itself,
and the financial and other procedures which gubject to, difficult to deploy rapidly
and flexibility. It is for this reason that we enrage other EU Member States, which
have resources that can be deployed rapidly amxibRe to participate in joint
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programming processes. The objective of this maximise the impact of donors which
may have smaller financial envelopes by givingapportunity for these resources to be
used in ways which the EC could not use its owrd$urbut in coordination with larger

EC programmes.

Areas which require only small-scale assistanceillghoot be identified as priorities for
EC assistance, but should be discussed with otheord. An exception to this may be
made when sub-priority areas are identified undher heading of legislative reform,
approximation, and institutional capacity buildinghich could be pursued using the
twinning instrument.

The EC will continue to intervene mostly throughdbat sectoral support. This means
that our areas of realistic intervention througis #id delivery mechanism are limited to
the sectors where there is (or there is likelygpdnational strategy.

Civil Society Cooperation

The comparative advantages of the ENPI instrumeatira sector reform, legislative

reform approximation, and institutional capacityiltimg. The EC has dedicated
instruments for funding civil society projects,thre form of the European Instrument for
Democracy and Human Rights, and the Thematic Pnagea for Non-state Actors and
Local Authorities, and these should remain the primfunding mechanisms for civil

society organisations (CSOs) looking for projectdung.

CSOs have several important roles to play in thezgss of developing the new NIP.
Firstly, there advice, information and expertise kiey areas is extremely useful in
understanding and defining priorities. SecondI$38 have a key role in monitoring the
progress made both by the government of Armeniadorbrs such as the EC. The
process of developing the new NIP should go beyabtdining input from CSOs, and
promote dialogue not just between the EC and C8shetween Civil Society and the
government of Armenia as well.
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Potential areas for intervention

1) Democracy and the rule of law, human rights anfundamental freedoms

Strengthening democratic institutions

Reform of the Judiciary

Strengthening of respect for human rights and fundanental freedoms
Civil service reform

Fight against corruption

o 0O O0O0Oo

EC Assistance

The EC support has focused on the Sectoral Budgepd@t to Justice Reforms with
(18MEUR) under AAP 2008.

The EC has a joint regional EIDHR programmes whih €ouncil of Europe (total of € 4
million), is supporting Armenia from the EIDHR cdw based-support schenté 1,2
Million from 2007/2008), and 1.5 Mio EUR under tNSA and Local Authorities in
Development instrument for 2007/2008. In additithe EU Advisory team of 9 experts
(with a budget 0f0.81 M € financed from the Stability Instrument) will Baunched
shortly. The EC will also launch a twinning to Soppto the Human Rights Defender's
Office.

The EC has also supported Armenian European Paimy Legal Advice Center,
AEPLAC with considerable funding.

Active Donors (2007 data)

There are many active donors in this key area.st@ngthening democratic institutions
FL, IT, PL, UK and USA are all active. In the amgudicial reform UK and USA are
active. On _civil service refornUK is an important donor. US is working in thearof
anti-corruption

FR, PL, SW, UK and US are actively supporting prtgdor strengthening of respect for
human rights and fundamental freedonmeluding cooperation with, and strengthening
of, Civil Society organisations.

[To be completed after discussions with interlocutarsl donors during the first
programming mission and once the updated donorstdination matrix is available in
March 2009]
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Initial Analysis

This is clearly a key area for intervention, in tpadar in the context of the internal
political problems in Armenia. It is the essentiart of the EU-Armenia ENP Action
Plan, and of the ENP policy itself. A certain pregg has been made so far. Most
significant Donors to Armenia are active in theldi. Due to the need for the wide range
of specific and relatively small projects requirddere are opportunities for smaller
donors, but effective coordination is essentiatlicial reform remains an area with real
needs.

This area has become of increasing concern in Alanguarticularly in relation to the
freedom of the media and freedom of associationth Bssues should be however
addressed first of all at a political level but soprojects supporting the respective CSOs
and independent media is an area for financiab@sse. Reform of the legal framework
could be undertaken through twinning projects. &advelonors are supporting the
development of civil society, and the ENPI instrumnemay not be best placed to provide
this form of assistance.

Conclusion

The EC could continue to use sector budget suppothis area, though it is not a
standard practice in the EC assistance. Thereniged for a thorough analysis of the
effects of the assistance given in this area inwidening of twinning could be a
possibility in this area. It could be part of adesi priority on good governance.

The EC should take steps to ensure that CSOs deelgcinvolved in sector

programmes, and that CSOs have as much accesssablpdo the EIDHR and the
horizontal programme for Non-State Actors and Lo&athorities. Actions for CSO

networks may be appropriate in the context of Nagdfarabakh. Anti-trafficking

should be closely examined as a potential areadsistance in the new NIP. A link to
active labour/migration management measures utdeMbbility Partnership might be
considered.

2) Cooperation on peaceful resolution of conflicts
o Promote sustained efforts towards the peaceful rekdion of the
Nagorno Karabakh conflict
EC Assistance
EC is supporting several regional initiatives IBEAD and REC. The EC has also been

examining opportunities to support confidence boddmeasure (CBMs) to assist in the
settlement of the Nagorno-Karabakh conflict, andradiny settlement.
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Active Donors (2007)

EE (civil protection capabilities), FR (police cawption), US (operations support
programme in defence sector) and UK (conflict nesoh support) are the key donors in
this sector. UK, FI, FR and PL are active in sufipgrregional cooperation initiatives.
UK and US support the projects towards the peaasfiition of the Nagorno-Karabakh
conflict.

To be further discussed with different interlocstoand donors during the first
programming mission and to be completed once tldated donors’ coordination matrix
is available in March 2009.

Initial Analysis

The Initial analysis is that this area will requicensiderable attention in the next
programming period. The EC has the InstrumentSkability at its disposal for short-
term actions for conflict resolution, and for rapadtions if a settlement is reached.
However, confidence building measures involving Ama, Azerbaijan and de facto
Nagorno-Karabakh authorities and assistance tola@veint programmes should be
included in the new NIP, in particular projects mig at better preparation of the
societies in both countries for the compromise egent. In addition, provision should
be made for potential post-settlement activities.

Conclusion

In this area, projects linked with the settlementhe@ Nagorno-Karabakh conflict should
be a key priority in the new NIP.

3) Cooperation in the Field of Justice, Freedom and Serity

o Cooperation on border management

o Migration Management

o Fight against organized crime, including trafficking in human beings
drugs

0 Money laundering

0 Anti-corruption

o Police and judicial co-operation

EC Assistance

The possibility of negotiating of the EU-Armenia bility Partnership was mentioned in
the Communicate on the Eastern Partnership publigheédecember 2008. The main
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objective of the Mobility Partnership is to ensdine responsible joint management of
migratory flows in the interests of the EU, its tpars and the migrants themselves
Initiatives taken under the partnership will aimpmmote a better framework for the
movement of persons and legal migration, in paldicby increasing the Republic of
Armenia's ability to manage migration and by impdmting measures to inform,
integrate and protect migrants and returnees, wtagpecting economic and social
conditions in Armenia.

Active Donors (2007)

AT and FI are active donors in projects relatedight against organised crimé&JS
works in against trafficking in human beings, esgléc in women and children and
smuggling illegal migrantand_anti-money laundering

[To be further discussed with different interloagtoand donors during the first
programming mission and to be completed once tldated donors’ coordination matrix
is available in March 2009.]

Initial Analysis

It is not focal area for donors. The Mobility Patship will soon be the subject of the
negotiations with Armenia, and implementing it widlquire support from the EC. The

JLS Subcommittee will also be established in thming months. The cooperation in JLS
matters is going to deepen. Should there be predgneterms of opening of border with

Turkey, considerable investment is needed for teldr management in the southern
border.

Conclusion

Taking into account the perspective of the launghhre Mobility Partnership and Visa
facilitation and readmission agreement, the growiagds for the deepening cooperation
in JLS matters, and the possibility of the operohforder wit Turkey (and possibly with
Azerbaijan?), there is a need for financial supaod expertise in this area. Lessons
should be drawn from previous EC assistance totifgepotential actions in this area.
Coordination between donors will be strengthenedutdjh the Mobility Partnership. It is
a potential area for the NIP. Anti-trafficking iarizontal priority for the EU, and is one
area where the ENPI instrument may have a comparailvantage, particularly as
Armenia is going to establish the Mobility Partreps

4) Trade-related issues, market and regulatory refion
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Improve trade regulation and movement of goods
Customs

Standards, technical regulations and conformity asssment
procedures

Sanitary and phyto-sanitary issues

Right of establishment, Company Law and Services
Financial services

Taxation

Competition policy

Intellectual and industrial property rights

Public procurement

Statistics

Public Internal Financial Control and related issues
Enterprise policy

(ol e]

O 0000000 O0Oo

EC Assistance

Twinning Facility (€5m) in the area of the improvemt market economy and
strengthening economic growth through structurédrres. Twinning on the support to
the Department of Foreign Economic Cooperation anestment will be launched
shortly.

The EC is implementing a programme for Food Seguahd a number of projects on
health and food safety, animal health includingpsuwpto the Ministry of Agriculture. A

€0.2m project for phytosanitary and veterinary ey has been prepared.

Active Donors (2007)

US is active donor in the trade and investment c@paregulatory framework for
financial services, taxation, intellectual properBMEs development related programs.
No assistance is foreseen for the Armenian govenhimecomplying with international
legislative and administrative practices for staddgchnical regulations and conformity
assessment, customs area, food safety and trati@fian and other trade related issues.

To be further discussed with different interlocstoand donors during the first
programming mission and to be completed once tllated donors’ coordination matrix
is available in March 2009.

Initial Analysis
This has not been a focal sector for many don&sperience has shown though that a

great deal of the work needed in this area isedl&t the areas detailed under Sustainable
Economic Growth and Sustainable development.
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This area is extremely wide, and requires a largaber of targeted interventions in view
of further increased trade and investment relatioitis the EU and a possible Free Trade
Agreement. There are clearly still needs, butusses must be carefully targeted and
coordinated for maximum sustainable impact. Theads a key area of comparative
advantage for the EC as a donor, and implementaifothe Action Plan and any
successor in these areas is key to Armenia’s pssgre

Conclusion

This is likely to be a key area, but generally ieggismaller, targeted activities such as
Twinning rather than sector support programmesthi context of the preparatory
process to the D&C FTA, there is a need for mormame@hensive approach and NIP may
be used as a tool for assistance.

5) Economic and social reform and sustainable dex@ment. Cooperation in specific
sectors, including transport, energy, environment

0 Support for SMEs

0 Support to poverty reduction

0 Support for agricultural and rural development
0 Human development

o Transport

o Energy

o Information Society and media

o Environment

o Research, development and innovation
o Education, training and youth

0 Public Health

o Culture]

EC Assistance

The EC assistance is focusing on the Budget Stippo¥ocational Education and
Training (16 M€) from AAP 2007. A sectoral budgepport programme on the VET is
foreseen for AAP 2009 (with 15 M€).

The EC also did a pilot sector budget support f&T\and child care of 7.5 M€ under
TACIS 2006.

The EC has provided considerable assistance umaerTACIS instrument and the
Instrument for Nuclear Safety).

Active Donors (2007)
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US is the main donor in the area of enhancing emanalevelopmentand poverty
reduction supporting several projects (Business Enablingifanment programme,
Private Sector Productivity programme, Workforcevzalepment, Policies, regulations
and Systems programme, Social Services Programch8aaial Assistance, Agricultural
Sector productivity etc.). IT is also visible donor this sector along with the World
Bank. IT has committed €500m for the rural povedsadication programme. In
sustainable developmentK is a donor, with a focus on implementation Régional
Development Plans.

US is a key donor in the energy and environmengepts. FR supports cooperation on
nuclear safety (ECONET). FR, IT and US support evafon in the field of education,
training and youth. FR, IT, IE and US are activeas in health sector reform. US are
key donor in humanitarian assistance.

[To be further discussed with different interloastoand donors during the first
programming mission and to be completed once tllated donors’ coordination matrix
is available in March 2009.]

Initial Analysis

The poverty reduction continues to be a key areeootern for ArmeniaThe EC has
already committed to large programmes in VET andpeoates with Armenia on the
Food Security programme. The EaP puts emphasisconogic and social cohesion.
Rural development remains a key challenge andipsation of this area may create an
incentive for the Government to develop a comprsiverrural development programme.
The focus in this area under ENPI should be onnitenfor regional development and
on capacity building for local authorities, ratllban on direct infrastructure investment.
Funding should be sought from the InternationabRaial Institutions, andf necessary,
from the Neighbourhood Investment fund (NIF) tetage this.

Work is ongoing, and, as other donors are planmiack in this area, an assessment of
the needs for EC assistance should be made. Thepmarities are energy and transport.
In energy areahe main concern is Nuclear Power Plant Medzafwnenia should take

a firm commitment for a final closure date. Thisulbbe conditional upon the start up of
the new NPP by 2016. Short term safety measuredefased in the technical working
group coordinated by the IAEA will have to be implented.

There are large-scale needs in this area, pantiguldth regards to energy security,
energy efficiency, and European networks. Accesnergy and energy efficiency tends
to be a great problem in Armenia. The overall piyoof climate change means that
energy efficiency and alternative energy sourcaddcbe considered for inclusion, but
large scale investment should come from IFIs, &edNIF should support and leverage
this, rather than the ENPI national programme.

10
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In the area of transpotthere is a need to take into consideration tl@gsals to develop
infrastructure projects linking Armenia with Bla8ea ports, in particular a highway to
Batumi. A possible opening of the border with Tyrkeay create new demands for the
rehabilitation of the transport links. This is aeain need of investment. However, the
volumes of financial assistance likely to be aud#éaor the new NIP are not sufficient to
commit to large-scale investment programmes. A@%ie to leverage IFI investment,
for the regulatory framework, twinning, technicalsetance, traffic planning, European
Networks, norms and standards, may however belgessi

Although the EC has regional programmes in thigased&Environment and climate
changehave been identified as horizontal EC prioritieBhis is a potential sector for
sectoral budget support, and the country-level ssbduld be carefully examined.

Conclusion

This is an important area of intervention. Thereyrba a possibility for smaller, targeted
assistance through Twinning etc. Transpootld be included under the headings of
economic and regional development, but should eahbluded as a stand-alone priority.
The NIF should be the primary source of EC fundorgnvestments, with Twinning and
TA supporting where necessary.

In energyarea, the NIF should be the major source of E@ifnin this area, rather than
the ENPI National Programme, unless the ENPI Nati®nogramme can be shown to be
the most appropriate mechanism to leverage additidanding through piloting
initiatives.

Needs in educatioand culturesectors should be examined carefully on the bafsibe
experiences from other countries, and the preveyeeriences in VET area.

FINAL REMARKS

Taking into account that the implementation of pinejects under the ENPI for Armenia
started only in 2007, it is difficult to assesstlais stage their real effects. In general,
priority areas included in the NIP for 2007-201@desome update, as well as most sub-
priorities to reflect the main elements of the EastPartnership and its priorities.

11
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ANNEX — Outline of the current ENPI Armenia NIP 2007-2010

Financial resources available for Armenia underNational Indicative Programme for
2007- 2010 are estimated at €98.4 million.

The indicative breakdown of resources are:

Priority area 1: Support for Strengthening of Dermatic Structures and Good
Governance (€ 29.52 million = 30 %)

Priority area 2: Support for Regulatory Reform aAdministrative Capacity
Building (€29.52 million = 30%)

Priority area 3: Support for Poverty Reduction BSq€39.36 million = 40%)
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