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Rural Assets Creation Programme at a glance 

 
 

Country Republic of Armenia 

Programme Name Rural Assets Creation Programme 

Key Dates 

IFAD Approval Signing Effectiveness Mid-Term 

Review 

Original 

Completion 

Actual 

Completion 

16 Sep 2010  2 May 2011 Nov - Dec 2014 30 June 

2016 

30 June 2016 

Mid-term Review Interim 

Evaluation 

Original Loan 

Closing 

Actual Loan 

Closing 

  

      

IFAD Financing 

Loan SDR million 8,900,000 % disbursed 94.51  

Grant SDR million    330,000 % disbursed 96.88  

Actual Costs and Financing (USD ‘000) 

      

Component IFAD Co-financing 

(OFID) 

Beneficiaries GOVT Total 

ACTUAL COSTS      

Support to Fruit and 

Nut Sector 

2,558.00           Nil          Nil    224.47    2,782.47 

Rural Infrastructure 5,671.00 17,678.00 3,054.00 9,495.23  35,898.23 

Programme 

Management 

1,548.00   1,200.00          Nil    199.97    2,947.97 

Total Actual Costs 9,777.00 18,878.00 3054.00  9919.67  41,628.67 

      

Costs at Appraisal 13,988.00 20,007.00 3,058.00 11,023.00   48,076.00 

( Note 1) 

% of Actual over 

Appraisal Costs 

 69.89 94.36 99.88 89.99 86.59 

Remarks 

Indicate co-financing partners, actual amounts, and amount committed for each as at appraisal. 

 

Number of Beneficiaries 

Total Direct Indirect Women Other Other 

      

Programme Objective 

(i) the establishment of an economically viable fruits and nuts sector with backwards linkages to poor rural 

smallholders; (ii) the establishment of an entity to be fully privatized for delivery of services to the fruits and 

nuts sector; and (iii) the removal of infrastructure bottlenecks that negatively affect the livelihoods and inhibit 

increasing participation of the economically active rural poor in enhanced commercialization of the rural 

economy. 

Country Partners 

Executing Agency Prime Minister’s Office 

NGOs/civil society  

Other Union of Exporters of Armenia, CSL, ADRP 
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Executive Summary1
 

 

1. The Rural Assets Creation Programme (RACP) is IFAD’s sixth operation in Armenia and was 

designed with the objectives (i) to establish an economically viable fruits and nuts sector with 

backwards linkages to poor rural smallholders; and (ii) to remove infrastructure bottlenecks that 

negatively affect the livelihoods and inhibit increasing participation of the economically active 

rural poor in enhanced commercialization of the rural economy. 

2. The RACP represents an investment of about USD 52 million financed by IFAD (USD 13.5 

million loan and USD 0.5 million grant), OFID (USD 20 million loan), the Government of 

Denmark (USD 3.2 million grant), the Government of Armenia (USD 11 million), financial 

institutions and RACP clients (USD 3 million). RACP was designed in 2010 and approved by 

IFAD on 30 November 2010. After the National Assembly of Armenia ratified it, the RACP 

entered into force on 4 May 2011. The Programme was completed at its original completion 

date of 30 June 2016. 

3. In line with its objectives, the RACP comprised of two technical Components: (i) Support to 

Fruits and Nuts Sector; and (ii)) Rural Infrastructure. The IFAD funded Component 1 envisaged 

to (i)  increase poor smallholder assets and incomes in the Programme Area by linking them to 

the Armenian fruits and nuts value chains by using a Joint Stock Company (Fruit Armenia, FA) 

as a vehicle for sector development; and (ii) improve the access of Armenia’s horticultural 

produce to international markets through support to agro-related laboratories; export promotion; 

and training of poor smallholders not contracted by FA as well as private sector nurseries.  

4. Component 2, mainly financed by OFID, was geared to address the need of continued public 

investments in Rural Infrastructure in order to: (i) improve livelihoods and economic growth in 

disadvantaged rural communities with access to gas supply schemes; and (ii) with IFAD 

financing to support beneficiary clusters identified under Component 1 with road access to 

markets.  

5. Relevance (moderately satisfactory). Concerning the policy context the RACP design was 

aligned closely to the Government’s Sustainable Development Programme: main targets have 

been the improved agricultural productivity, the value-adding process in the agricultural sector 

and the increased agricultural exports. The logic of Component 1 of RACP was based on the 

recognition of predominantly smallholder-based production in Armenia. An underlying 

assumption of Component 1 was that the domestic demand for many traditional high value 

crops is beginning to level off, thus smallholder producers have to be prepared for high value 

export and domestic markets demanding constant quantities and qualities produced according 

to international standards. 

6. The commercial company Fruit Armenia (FA) was established in 2012 as a state-owned 

company with the intention to be privatised in the following three to four years. The principal 

idea of FA was to assist in gathering smallholders in setting up several clusters of modern 

orchards with high-end technologies (up to 700ha) and to enable the farmers through contract 

farming to be further involved in horticulture thus generating profits; FA should have been 

involved in joint marketing activities as well.  

7. In analysing the Programme design and the implementation of RACP Component 1, it became 

apparent that some of the assumptions made during design could not be validated. This refers 

especially to the assumption of smallholder farmers’ willingness to aggregate land to join in 

contracting farming arrangement and the assumption that a new private (state owned) company 

would be best to ensure consolidated Programme implementation. Hence, the chosen 

approach of implementing the comprehensive activities of the Programme through a newly set 

                                                      
1
 A completion mission was fielded in June 2016 with the participation of Mr. Patrick Herlant, Outgoing Country Programme 

Manager, Mr. Samir Bejaoui, Programme Officer, NEN; and later, Mr. Rami Salman, Incoming Country Programme Manager. 
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up company is seen as a major challenge for RACP, since the setup of FA was the starting 

point of all activities under Component 1 all further activities were depending on the capacity of 

the strategic and operational management.  

8. Component 2 on Rural Infrastructure Investments was also strongly linked to the objectives of 

the GOA’s poverty reduction policy papers, which confirm the continued relevance of improving 

the service levels of public utilities such as drinking water and gas supply and of improving 

access to irrigation as key conditions for the development of Armenia’s rural areas. As regards 

gas, orientations were set when investments in rural gas networks were identified as an 

effective means of targeting poor communities, as natural gas was cheaper than any other fuel. 

The increased gas retail price have substantially reduced the relevance of investments in rural 

gas networks; while the GOA has taken some action to address these concerns, it remains 

unlikely that the rural poor are the majority of the direct beneficiaries of gas supply projects. The 

ex-ante relevance of gas connection was therefore replaced by an ex-post assessment of 

relevance for the rural poor. 

9. Major changes in Programme design were implemented after Mid-term, Review (MTR) end of 

2014 when it became documented that FA will not establish the envisaged numbers of 

orchards. It was decided that instead of initially 700 ha, later 308 ha, FA should concentrate to 

set up 80 ha of modern orchards. The funds for the remaining area were transferred to 

Component 2 for Public Utility Investments (drinking water). and for financing mainly tertiary 

level irrigation systems fostering farm development in programme areas that FA has already 

found suitable for the establishment of fruit and nuts orchards. 

10. Effectiveness (moderately unsatisfactory). The key output achieved under Component 1 is 

the establishment of a total of 85 ha of walnut, peach and cherries’ orchards. This represents 

28% of the appraisal target and 106% of the MTR target. According to FA data, contracts were 

established with 131 households. Reportedly, 30% of which were headed by a woman, which is 

in line with the expectations of Programme design for complete list of FA farmers and individual 

plot size. The FA operations were expected to impact on food security indirectly through 

increased earnings and most notably job creation. Due to the late and incomplete installation of 

orchards, the harvest of fruits and nuts has not yet started and therefore farmers did not 

generate adequate income from their plots. 

11. Under Component 2, 74% of the MTR target was met for the number of villages with improved 

CWS systems, against 54% for gas networks and an overall 128% for irrigation schemes. 

Considering that most works were started in the last Programme year, this may still be 

considered a good achievement and the credit should go to the PIU. Given the overall weight of 

the infrastructure component after the reallocation of funds from Component 1, and taking into 

account very short time remained for the implementation, the overall assessment of Component 

2 is moderately satisfactory. 

12. Positive aspects were detected in Component 2 with regard to food security especially through 

improved irrigation schemes. With the redirected focus of RACP infrastructure activities on 

irrigation, it is likely that some of the investments will also directly result in improved supply for 

the village backyards, hence resulting in a positive impact on food security. Also access to 

drinking water is positively affecting livestock keeping. With better water supplies especially in 

winter, increased milk production is to be expected. Impressive 2 852 ha have been reached 

with the irrigation schemes with potentially significant impact on agricultural productivity. The 

production area is expected to double; productivity on these fields could double as well 

(depending on the installed technology on field) in comparison to non-irrigated land.  

13. Efficiency (moderately unsatisfactory). The efficiency concerning costs and financing, 

programme management and partners’ performance was classified as moderately satisfactory. 

Programme management requires M&E and FA has not built up any M&E systems to support 

efficient Programme management; the situation was more positive under Component 2 where 
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M&E was done by PIU; the management of Component 2 was good and efficient from the 

technical point. The overall partners' performance – with the exception of Fruit Armenia – was 

satisfactory; this concerns the performance of service providers and contractors involved in the 

feasibility studies, development of engineering designs, supervision and works implementation 

under the Component 2. Regarding quality of supervision and implementation support, the 

challenges IFAD was facing with FA exceeded the capacities available. An overall negative 

EIRR of 5% was recorded; this part was rated unsatisfactory because the financial viability of 

RACP has been assessed by looking closer at the FA model and at the two representative 

infrastructure models (gas and drinking water supply). The original assumptions have been 

recalculated using the current results as the Programme established much fewer orchards than 

planned and had much fewer beneficiaries under gas and drinking water as the final "meters" 

are still missing for the biggest part of the potential beneficiaries. Therefore the results have not 

been considered positive in pure mathematics terms.  

14. Sustainability (moderately unsatisfactory).  At Programme's end the sustainability under 

Component 1 is not given; neither of FA as commercial company nor of the management of the 

orchards. For FA a suitable hand-over strategy in form of the required exit strategy was never 

produced and thus, the conditions necessary for a post-Programme sustainability are not 

provided. The situation under Component 2 looks more promising as the rural infrastructure 

investments have achieved their goals almost from a technical point of view (i.e. drinking water 

and gas pipes build towards the houses). If all the targeted beneficiaries will effectively get 

connected is still uncertain but over the next years a strong increase in connectivity is expected. 

For Component 2 the conditions necessary for a post-Programme sustainability have been built 

up: WUAs are present and able to maintain the systems; municipalities and/or service providers 

will ensure constant provision of drinking water. Completed infrastructure investments undergo 

a multi-step process of check and controls during handing over to the entities that then receive 

the facilities as fixed assets to their balance sheet. This ensures, in principle at least an annual 

nominal allocation for O&M. IFAD financing is still available under the new project IRFSP to 

support capacity building activities for O&M of Water supply schemes. 

Lessons learnt 

15. Programmatic approach. The RACP design followed a more programmatic approach in 

addressing the challenges in the rural areas from different points of view (two separate 

components). The IFAD funded Sub-Component 2.2 on rural roads and value chain 

investments was seen as directly complementary to Component 1. The design left the 

implementation of the two main components to two institutions (management of Fruit Armenia 

Company and PIU). But the synergies expected from this programmatic approach did not 

materialize: while implementation of the Rural Infrastructure Component followed the well-

known ‘routines’ able to adapt to changes and achieved what has been finally agreed; 

implementing comprehensive activities of Component 1 through a newly set up “public-private” 

company became a major risk for RACP. Still, implementing the major component in form of a 

private sector company is worthwhile to be considered as long as this is managed by the 

private sector and not by Government institutions.  

16. Implementation modalities. Development projects need guidance and control. RACP was 

largely challenged because on one hand the PIU – as a Programme steering body - was not 

entitled to overlook the almost independent management of FA and to interfere into their 

activities. On the other hand the established board of directors with only two experienced 

representatives of the private sector could not replace the PIU's control function.  

17. Programme preparation and targeting. Innovative solutions in agricultural development are 

bringing in new technologies or management approaches that are solving part of the problems 

of the target group. Therefore a proper analysis of farming systems at design stage is a must to 

ensure relevant investments. A more in-depth need assessment of the horticultural community 
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should have been part of this preparation phase and the findings should have been better 

communicated to the envisaged beneficiaries. The Programme design was based on an 

economic vision that was not yet tested in a similar environment. 

Conclusions and recommendations 

18. RACP was classified as a problem Programme during MTR, but the main conclusions of the 

programme implementation refer to the Programme design based on innovative features and 

new approaches which had not yet proved to be successful.  

19. The overall rating of RACP performance at completion is judged moderately unsatisfactory. This 

reflects the performance of Component 1 as unsatisfactory and Component 2 as moderately 

satisfactory. This rating was given to RACP as Component 1 was with its innovative feature 

from IFAD perspective the most important part of this Programme.  

20. An innovative Programme design with a commercial company as the potential driver of the 

horticultural sector, an application of state-of-the-art horticulture and backward linkages to 

smallholders are worthwhile to be discussed at the design phase. However innovation is not a 

virtue by itself since the design chosen made it difficult to change the direction in 

implementation.  

21. Future pro-poor interventions should always be designed based on a thorough analysis of 

farming and livelihoods’ systems of poor rural producers and on a comprehensive gender 

analysis. To this end, there should always be detailed analysis of target beneficiaries with 

extensive consultation of expected, future beneficiaries to define interventions that will be 

relevant to address their needs and constraints. 

22. The chosen programmatic approach with two main components with little interlinkage was not 

ideally designed but on the other hand, the infrastructure investments were not negatively 

affected by the failure of FA. To the contrary, the PIU was able to absorb the reallocated funds 

from Component 1 and ensured rapid implementation of required rural water supplies 

contributing to improved rural livelihood. With investments into irrigation schemes, the 

Programme could keep the agricultural objectives not to turn exclusively into a village based 

public infrastructure Programme.  

23. Programme steering should be exclusively with the PIU; future project designs should not 

establish separate entities outside the responsibility of PIU. IFAD might strengthen its internal 

systems for the supervision of “problem projects”, with the organization of more frequent 

supervision and implementation support. More balanced design adapted to the local 

environment and capacities is recommended for future successful project implementation in 

Armenia. 
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A. Introduction 

24. The Rural Assets Creation Programme was signed on 30 November 2010, in IFAD Headquarter 

in Rome by authorized representatives of the Republic of Armenia (RA) and International Fund 

for Agricultural Development (IFAD). On 8 April 2011 the constitutional Court of Armenia 

constituted that the Financing Agreement (FA) does not contradict to the Constitution of RA. 

After the National Assembly of Armenia ratified it, the FA entered into force on 4 May 2011. The 

Mid-Term Review took place in November and December 2014 and the last supervision mission 

(Supervision 5) in September and October 2015. The Programme was completed at its original 

completion date of 30 June 2016. 

25. An IFAD team visited the Republic of Armenia from 20 June to 8 July 2016 to assist the 

Government (GoA) in the preparation of the formal Programme Completion Review (PCR) 

report at the conclusion of the Rural Assets Creation Programme (RACP). The key PCR 

mission objectives were to assess Programme effectiveness and impact at completion and the 

chances of post-Programme sustainability, while deriving useful lessons from its implementation 

so as to inform the design of future, similar interventions (detailed Terms of References are 

provided in Appendix 1.  

26. The mission spent seven days in the field to interview key stakeholders, beneficiaries and 

service providers, accompanied with PIU and FA staff (see Appendix 2 for mission’s 

programme). In Yerevan, mission members had extensive discussions with the staff and 

management from the PIU and FA. A stakeholder workshop took place on 6 July 2016. Before 

this workshop the PCR team could present the overall findings to Minister Davit Harutyunyan, 

Chief of Staff of the Prime Minister’s Office; the meeting was attended also by Mr. Ashot 

Vardanyan, Director PIU and Mr. Hovik Hovhannisyan, Director Fruit Armenia. Based on 

extensive discussions the draft Aide Mémoire was further modified to reflect the consensus 

reached on factual matters and outstanding issues.  

B. RACP Description 

B1 RACP Context 

27. At the time of Programme design in 2010, the socio-economic and political conditions in 

Armenia – as a lower middle-income country – were still affected by the global economic crisis 

in late 2008 which seriously hit Armenia's economy too. The country's gross domestic product 

(GDP) decreased to 6.9%, after a longer period with double-digit annual growth. In 2009, a 

deep recession was recorded, with a reduction of GDP of 14.1%. As a result, the poverty rate in 

2009 grew for the first after 1998. In 2010 (at Programme design) Armenia's economy 

recovered slowly with a growth of 2.2%, which could, however, not stop the poverty trend. Only 

in 2011 at Programme start, when the economy grew by 4.7%, it was possible to halt the 

poverty rate decline. In 2012 first year of active implementation, when the economy grew by 

7.2%, the poverty rate slowly began to drop. In 2012, almost every third Armenian (32.4%) was 

poor, while 13.5% were very poor and 2.8% were extremely poor.  

28. In 2010, agriculture played an important role in the country's economy contributing to more than 

23.3% to the GDP.
2
 Due to small farm size of 1.4 ha on average,

3
 the smallholders have been 

looking to increase their income through more intensified farming. Horticulture, especially fruits 

and nuts, offered good perspectives locally and internationally. In direct response to the 

economic constraints of the rural poor, the Rural Assets Creation Programme (RACP) focused 

on expanding smallholders' orchards combined with the introduction of high yielding new 

varieties, more efficient irrigation systems and technical advice. In addition to that, RACP 

                                                      
2
https://www.cia.gov/library/publications/the-world-factbook/geos/am.html 

3
Final Design Working Paper 2, page 2. 
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intended (with IFAD financing) to invest in rural roads to enable better access to orchards and 

markets, but also invested with OFID financing in gas and community water supply (CWS) 

schemes for improved livelihood.  

29. The Programme Appraisal Document (PAD) had defined that the initial focus in orchard 

establishment under Component 1 would be in the three marzes (regions) of Tavush and 

Vayots Dzor as well as the District of Talin of Aragatsotn marz. These poor regions (marzes) 

have been selected because they are located along border areas and have a low share of 

irrigated land. Furthermore, the Programme area was characterized as not very suitable land 

plots which are small in size, located at higher altitudes and often with limited access to 

irrigation and roads. 

30. Under Component 2, RACP targeted from the beginning the seven mountainous marzes of 

Shirak, Lori, Tavush, Gegharqunik, Vayots Dzor, Sjunik and Aragatsotn. These marzes have 

been selected for the supply of gas infrastructure under Public Utilities Investments (PUI) Public 

Utilities Investments – financed by OFID. In addition, Component 2.2 should have supported 

the marzes relevant to Component 1 with rural infrastructure (financed by IFAD); at the 

beginning that was understood as rural roads.  

B2 RACP Objectives 

31. RACP’s objectives were (i) the establishment of an economically viable fruits and nuts sector 

with backwards linkages to poor rural smallholders; and (ii) the removal of infrastructure 

bottlenecks that negatively affect the livelihoods and inhibit increasing participation of the 

economically active rural poor in enhanced commercialization of the rural economy. In line with 

its objectives, the RACP comprised of two technical Components: (i) Support to Fruits and Nuts 

Sector; and (ii) Rural Infrastructure.  

32. Component 1. Support to Fruits and Nuts Sector. Component 1 seeks to (i) increase poor 

smallholder assets and incomes in the Programme Area by linking them to the Armenian fruits 

and nuts value chains by using a Joint Stock Company (Fruit Armenia, FA) as a vehicle for 

sector development; and (ii) improve the access of Armenia’s horticultural produce to 

international markets through support to agro-related laboratories; export promotion; and 

training of poor smallholders not contracted by FA as well as private sector nurseries.  

33. Sub-component 1.1: Support to FA is conceived as the primary vehicle to implement a 

vertically integrated enterprise led approach to achieving profitable and hence sustainable 

modernisation of the Armenian fruits and nuts production that would specifically benefit 

smallholder farmers. FA should have assisted in establishing modern orchards under contract 

farming arrangements with smallholders, and processing and marketing their produce. FA’s 

nursery would create domestic capacity to propagate modern varieties. Modern technologies 

should have been applied to improve production and productivity, to create access to domestic 

and international markets through introduction of international standards (GlobalGAP, HACCP, 

MRL) in cooperation with selected laboratories and to create a viable model for further sector 

development.  

34. Sub-component 1.2: Promotion of Exports and Standards included the following activities: 

(i) support to agro-related laboratories; (ii) export promotion through the Union of Exporters in 

Armenia; and (iii) promotion of smallholders and nurseries operating outside the FA contracts.  

35. Component 2. Rural Infrastructure. Component 2 is geared to address the need of continued 

public investments in Rural Infrastructure in order to: (i) improve livelihoods and economic 

growth in disadvantaged rural communities; and (ii) support the achievement of the full 

economic potential of the beneficiary clusters identified and supported under Component 1. 

Accordingly, it consists of two sub-components, geared to finance social and economic 

infrastructure, respectively. Complementary activities including trainings and demonstrations, 

consistent with an expanded scope for IFAD financed Community Water Supply (CWS) 
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investments, are identified and described in the Amendment to the Financing Agreement dated 

12 August 2015. 

36. Sub-Component 2.1: Public Utilities Investments (PUI). This sub-component supports the 

construction or rehabilitation of village based public infrastructure facilities that are critical for 

the well-being of rural communities, e.g. community water supply, gas, drainage structures etc. 

Investments were intended to be directed to the poorest areas of the seven programme 

marzes. The reviewed approach applied to PUI investments financed with proceeds of the IFAD 

loan entails a specific focus on investments in CWS infrastructure with an emphasis on its 

multiple uses, i.e. both as source of water for population, for the livestock in the barns, for local 

small ventures and for irrigating backyards which play a role as source of food production in 

rural Armenia. 

37. Sub-Component 2.2: Rural Transport (and later Value Chain Infrastructure). The Sub-

component was directed to investments in rural roads to support FA orchards. At a later stage, 

the sub-component was renamed into Value Chain Infrastructure (VCI) to include in IFAD 

financing also irrigation schemes. While extending the eligibility of VCI investments to the seven 

marzes constituting the broader RACP Component 2 target area (i.e. not focusing exclusively 

on FA clusters), priority was given to investments in areas with good potential for orchards 

development.  

38. Innovative features in the RACP design. The design included innovative features; RACP 

wanted to achieve three main targets with the set-up of Fruit Armenia company:(i) to establish a 

highly profitable service company along the fruits and nuts value chain, being involved in 

technical assistance to setting up orchards and providing training to fruits and nuts farmers; 

long term target was to bring this company on the stock exchange and thus reduce the state 

ownership as it was established as a state-owned company; (ii) to introduce high yielding fruits 

and nuts varieties, drip-irrigation systems and trellis for training the rows of stone fruits; 

furthermore to promote harvesting and (iii) to link smallholders to the horticultural value chain, 

to enable them to generate a better income.   

B3 Implementation Modalities 

39. The RACP represents an investment of about USD 52 million financed by IFAD (USD 13.5 

million loan and USD 0.5 million grant), OFID (USD 20 million loan), the Government of 

Denmark (USD 3.2 million grant), the Government of Armenia (USD 11 million), financial 

institutions and RACP clients (USD 3 million). RACP focused interventions on the overall 

objective "to establish an economically viable fruits and nuts sector with backwards linkages to 

poor rural smallholders" and “to remove infrastructure bottlenecks that negatively affect the 

livelihoods and inhibit increasing participation of the economically active rural poor in enhanced 

commercialization of the rural economy”. The RACP as a five-year Programme constituted the 

sixth IFAD-financed programme in Armenia, and pioneered the creation of Fruit Armenia as a 

Joint Stock Company in support of rural poverty reduction. Table 1 shows the financing plan by 

components at design: initially USAID was expected to contribute to rural infrastructure, which 

did not take place. 
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Table 1:  Financing Plan by Components (USD thousand) 

Component IFAD 

IFAD 

Grant 

GoA 

Taxes 

GoA 

Cash OFID Beneficiaries USAID 

 

TBD Total 

A. Support to Fruits and Nuts Sector          

 1. Establishment of Fruit Armenia 10 198.3 499.8 1 949.1 300.0 - -  - 12 947.2 

 2. Promotion of Standards and Export 532.4 - 20.2 - - -  - 552.5 

 Subtotal Support to Fruits and Nuts Sector 10 730.7 499.8 1 969.3 300.0 - -  - 13 499.8 

B. Rural Infrastructure          

 1. Public Utilities Investments - - 4 760.1 2 600.1 18 803.7 2 679.5     2000.9             - 599.5 

 2. Rural Transportation Investments 1 332.3 - 667.1 399.6 - 379.2  - 1 667.4 

 Subtotal Rural Infrastructure 1 332.3 - 5 427.2 2 999.7 18 803.7 3 058.7 

 

2 000.9 2 270.0 35 889.5 

C. Programme Management 1 425.6 - 326.6 - 1 204.1 - - - 2 956.3 

Total PROGRAMME COSTS 13 488.6 499.8 7 723.1 3 299.7 20 007.9 3 058.7 2 000.9 

 

2 270.0 52 345.6 

 

40. An agreement for a Danish grant in the amount of DKK 23.5 million (USD 3.16 mln) to co-

finance the RACP entered into force on 11 April 2014.
4
 The Danish grant was intended to 

leverage and expand the Fruit Armenia activities in the form of (i) credit lines through the Rural 

Finance Facility (RFF) for purposes of orchards establishment for smallholders not contracted by 

FA; (ii) economic modelling and feasibility studies for orchard selection; (iii) technical assistance 

to farmers who wish to establish orchards; and (iv) investment capital and funds for technical 

assistance to be targeted by the Fund for Rural Economic Development in Armenia to 

companies with strong linkages to farmers. 

41. According to the PAD the PIU (formerly Programme Analysis and Administration Unit PAAU) 

would have the day-to-day oversight of the management and implementation of the 

Programme; overall responsibility for Programme management and implementation would rest 

with a Steering Committee under and reporting to the Prime Minister’s Office. After setting up 

the FA in 2012, day-to-day management and implementation of FA JSC would rest exclusively 

with FA. FA would have a senior management team reporting to a Board of Directors. The 

seven-member Board for FA was agreed to consist of representatives of: (i) the Ministry of 

Agriculture; (ii) Ministry of Finance; (iii) Economic Planning (Dept. of SME Development); 

(iv) Federation of Agricultural Associations; and (v) Union of Exporters in Armenia plus two 

senior representatives of the horticultural business sector, with interest in the successful 

development of FA JSC (such as potential large-scale buyers of its products). 

B4 Target Groups 

42. The PAD identified that the primary Programme target groups would be “poor smallholders 

(women and men) engaged in horticulture and key stakeholders in the fruit and nut value 

chains” (nursery owners, processors, traders and exporters) under Component 1, and “the 

general population of communities located in disadvantaged mountain areas” under 

Component 2. The PAD further specified that at least a third of contracted farm households will 

be woman-headed and that at least 40% of seasonal and permanent jobs generated by 

programme support activities will be filled by women (primary production, harvesting, nurseries, 

processing).  

43. In terms of the specific targeting strategy, the PAD envisaged a combination of a demand-

driven modality with geographic targeting, self-targeting and direct targeting (with application of 

                                                      
4
 Financing under the Danish grant has started in late 2015 and is still ongoing under the IRFSP. PFIs involved include 

banks and MFIs. In view of the concessional character of the Danish funds for lending, targeting to poor farmers was 

ensured by setting an upper limit for the loan size. This amount corresponds to the cost for an orchard of 3 ha as per 

the calculations of the Economic Modeling and Feasibility Study for the selected orchard type, crop and variety. The 

Danish funds for RFF lending are accompanied by advisory services with a budget of USD 180 000.  Advisory services 

are provided by two local companies, CARD and Ameria, and target poor farmers with a priority status. RFF DANIDA 

funds are very attractive given their low cost, extended grace period, extended tenure, and AMD denomination. 
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eligibility criteria). Thus under Component 1, geographic targeting was first to consider two 

principal criteria (namely the incidence of poverty in the marz and the suitability of agro-

ecological conditions), which led the Programme design to pre-select three marzes,
5
 while 

Component 2 was provided with a wider geographic coverage, namely seven marzes
6
 where 

earlier IFAD-funded operations had been implemented. Within these pre-selected marzes, the 

PAD had anticipated a mix of technical and poverty eligibility criteria
7
 for the selection of 

Component 1 beneficiary households, while the criteria
8
used for the selection of rural 

municipalities under Component 2 were largely based on aspects related to the technical 

feasibility of the proposed investment, the financial capacity by the municipality to contribute to 

the costs and the cost-efficiency for one beneficiary households. 

44. The PAD recognized the need to adjust fruit production to modern standards to become 

competitive, but it overestimated the interest of rural households in investing in new 

technologies. For many of the rural households agriculture is not anymore the primary income 

source, partially land is fallow. The envisaged clustering of land plots under the regime of 

farmers became impossible; therefore the FA decided to rent land plots to set up large-sized 

orchards under FA management.  

C. RACP Relevance  

45. Based on the following, the relevance of the Programme is rated as moderately satisfactory 

(Component 1 is rated moderately unsatisfactory; Component 2 is rated moderately 

satisfactory). 

C1 Relevance vis-à-vis the external context 

46. Concerning the policy context the RACP design was aligned closely to the Government’s 

Sustainable Development Programme (Poverty Reduction Strategy Paper 2) (SDP-PRSP2); 

main targets have been the improved agricultural productivity, the value-adding process in the 

agricultural sector and the increased agricultural exports. 

47. The key challenges in Armenia included the reduction of rural poverty. Therefore Component 1 

targeted the small-scale producers, and small and medium sized agricultural product 

processors. Rural households have arable land of some 1.4 ha available, which is the average 

farm size in Armenia. The Programme wanted to have plots of between around 1 ha and 2 ha 

and so small-scale producers would have to give most of their land to the Programme. In 

respect of highly diversified subsistence farming, a poor family would keep some land back for 

gardening and fodder production. Therefore, targeting under Component 1 was not sufficiently 

done to assume that smallholders are willing to provide their land for this governmental orchard 

Programme. RACP should have targeted farmers with some 7.5 ha, providing only 20% of their 

land for the Programme. It is to be expected that these farmers would have been better 

educated and wealthier and therefore in a better position to continue the orchard maintenance 

after Programme closure.  

                                                      
5
 Tavush, VayotsDzor and Aragatsot. 

6
 Shirak, Lori, Tavush, Aragatsotn, Gegharkunik, Vayots Dzor and Syunik. 

7
 The following criteria were considered by the PIU while screening applications from municipalities: (i) residence; 

(ii) poverty status of farm family; (iii) availability of suitable land (minimum 1 ha, maximum 2 ha) and adequate water 

availability for drip-fertigation; (iv) clustering of applicants; (v) acceptability of contract farming arrangements; and 

(vi) environmental concerns. 

8
 (i) Community located in disadvantaged rural mountain areas; (ii) number of individuals assisted per USD 1 000 of 

investment; (iii) commitment to invest a minimum of 10% of the total costs; (iv) technical feasibility; (v) sustainable 

procedures for operation and maintenance of the proposed facility, endorsed by the responsible institution; (vi) number 

of small businesses/economically active individuals directly benefiting from the investment; (vii) expected improvements 

to health; and (viii) environmental concerns. 
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48. The idea of having a central nursery being able to provide modern varieties to up-coming FA 

orchards as well as to all other interested horticulturists was convincing; having in mind the 

thousands of hectares originally planned for the country, it would have definitely made sense. 

However, the slow start and the weak performance of FA reduced the number of hectares 

quickly from 700 to 308 and later to some 80 ha, not anymore enough commercial justification 

to produce own rootstocks. Consequently the nursery sub-component was given up with the 

MTR. 

49. Component 2 was designed to support improvement of rural livelihood with two sub-

components: Public Utilities Investments (PUI) with USD 31.4 million financing (with USD 20 

million OFID loan contribution), including water supply, natural gas supply and storm-water 

drainage) and Rural Transportation Investments (RTI) with USD 4.5 million for rural roads to 

complement and strengthen investment under Component 1(with IFAD financing) to support FA 

orchard development.  

50. The Rural Infrastructure Component was strongly linked to the objectives of the GoA’s poverty 

reduction policy papers, which confirm the continued relevance of improving the service levels 

of public utilities and of improving access to irrigation as key conditions for the development of 

Armenia’s rural areas. In aggregate. Investments in drinking water and gas supply were directly 

connected to the national MDG progress indicators as well as to the United Nations 

Development Assistance Framework (UNDAF). As regards gas, orientations were set when 

investments in rural gas networks were identified as an effective means of targeting poor 

communities as natural gas was cheaper than any other fuel including firewood and purchased 

dung cakes. The increased gas retail price combined with the low ability to pay for the one-time 

cost of connection by the new gas users have substantially reduced the relevance of 

investments in rural gas networks; The GoA has taken some action to address these concerns. 

The ex-ante relevance of gas connection was therefore replaced by an ex-post assessment of 

relevance for the rural poor.  

51. The investments in irrigation carried out contributed to the progressive increase of irrigated 

areas recorded nationwide during the Programme implementation period. In addition, the agro-

ecological factors coupled with the structure of private land ownership (with relatively low levels 

of landlessness and widespread access to at least a small parcel of irrigable farmland) make 

investments in irrigation infrastructure in rural Armenia inclusive and demanded by the rural 

poor.  

C2 Internal logic  

52. Component 1. The logic of component 1 of RACP is based on the recognition of predominantly 

smallholder-based production in Armenia. A further underlying assumption of component 1 is 

that the domestic demand for many traditional high value crops is beginning to level off, thus 

smallholder producers have to be prepared for high value export and domestic markets 

demanding constant quantities and qualities produced according to international standards.  

53. A central point in the approach chosen for Component 1 is facilitating these linkages of rural 

producers, processors and traders to high-value export and domestic markets by introducing 

modern technologies allowing improved production and productivity. With the help of RACP 

resources smallholder-based fruits and nuts cultivation in Armenia would be converted into 

modern and effective farming operations resulting in significant increase of farmers’ incomes 

and their asset base 

54. For the implementation of Component 1, a consolidated approach has been chosen to address 

simultaneously the identified constraints to upgrade the fruit and nuts value chains in Armenia. 

As implementing body the design proposed the establishment of Fruit Armenia JSC. FA’s 

design is relatively complex including relevant functions along the fruit value chains such as 

input supply, nursery, contract farming, marketing including export alongside introduction of 

international standards (GlobalGAP, HACCP, MRL) in cooperation with selected laboratories. 
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55. The design followed the value chain approach focussing on product development and seeking 

for opportunities for rural producers, processors and traders to be linked to existing and 

emerging high-value export and domestic markets. This linkage were expected “to be reached 

by achieving production and productivity gains in agricultural products manifested in terms of 

quality, quantity, consistency and market competitiveness as a result of modern technology 

transfer along key agricultural value chains, in which Armenia has an actual or potential 

competitive advantage…, in order to sustain the high returns to the poor smallholder farmers”.. 

56. The PAD did not intensively analyse of the farming systems and livelihoods’ strategies and 

means in rural Armenia, but concluded that “for poverty alleviation reasons, other approaches 

than traditional mixed farming based on grain production and a few cattle should be applied in 

small-scale agriculture, to reach substantial increases in annual household incomes per 

hectare. This calls for increased attention to the modernisation of the most promising 

smallholder-based sub-sectors in the Armenian smallholder-based agriculture, the horticulture 

sector and particularly its fruits and nuts sub-sectors”. 

57. Thus, the design assumed that the future of traditional small-scale fruit production is limited and 

the required improvement would (only) lie in modern high-end orchards. Since smallholder 

farmers mostly operate on 1-2 ha farms, on-farm orchards are often smaller than 1 ha. Thus, 

the design tried to bridge between smallholder plots and necessity of producing in larger units 

by introducing contract farming as a method to aggregate land into larger orchards. 

58. But the PAD overestimated the interest of rural households in investing in new technologies and 

aggregating land. For many of the rural households agriculture is not anymore the primary 

income source, partially land is fallow. The envisaged clustering of land plots under the regime 

of farmers became impossible; therefore the FA decided to rent land plots to set up large-sized 

orchards under FA management. 

59. Also the establishment of a public company (FA) to manage the orchards would be best to 

ensure consolidated Programme implementation followed an internal logic as outlined in detail 

in the PAD. However, the chosen approach of implementing the comprehensive activities of the 

Programme through a newly set up company is seen as a major challenge for RACP. Since the 

set up of FA was the starting point of all activities under Component 1 all further activities were 

depending on the capacity of the strategic and operational management. As proposed in the 

design FA was supported by an international senior technical advisor in 2012; after a period of 

15 months; the contract was terminated in October 2013. The assumption that international 

expertise would facilitate the set up of the business was not confirmed. 

60. In analysing the Programme design and the implementation of RACP Component 1, it became 

apparent that some of the assumptions made during design should have been assessed 

further. This refers especially to the assumption of smallholder farmers’ willingness to aggregate 

land to join in contracting farming arrangement and the assumption that a new private (state 

owned) company would be best to ensure consolidated Programme implementation.
9
 The 

chosen approach could not effectively contribute to sector development since existing actors 

(i) have not increased their involvement in the fruit and nut subsectors; and (ii) have not been 

strengthened in their capability to respond to future market developments. 

61. The RACP PAD tried to address the challenges in the rural areas with two different 

components; the implementation of the two main components was also delegated to different 

institutions (FA and PIU). Since reduction of rural poverty and improvement of living conditions 

in poor communities were major goals of the Programme, investments in public infrastructure 

anticipated in Component 2, particularly the gas network connection interventions and access 

to improved water supply including irrigation were seen as a prerequisite for “the participation of 

the actively rural poor in the commercialized economy” and thus, to fight migration from rural 

areas. The IFAD funded Sub-Component 2.2 on rural roads and value chain investments was 

                                                      
9
 Fruit Armenia could have been an outcome of RACP, e.g. as joint production and marketing organisation of farmers.   
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seen as directly complementary to Component 1, to be mobilized in case of demand for access 

roads to or irrigation systems for FA orchards.  

62. Log-frame. The PAD logframe, as the main reference to monitor and evaluate Programme 

performance shows some inconsistencies, in particular regarding the wording of its 

development objective
10

 in comparison to different documents (PAD, Financing Agreement
11

). 

Secondly, the logframe did not follow the Component and Sub-component structure proposed 

in the main text of the PAD and the Cost Tables (two Components and four Sub-Components); 

instead the logframe only included three “Outputs”, which is not a sound basis for M&E 

purposes. 

C3 Adequacy of design changes  

63. Changes in design were done in both main components at different stages of the Programme; 

major changes were implemented after MTR end of 2014.   

64. Component 1. Significant changes were introduced when it became apparent that the 

envisaged clustering of land plots was not successful and FA decided to transform the farming 

contract into a lease agreement under which farmers receive benefits in the form of a fixed 

payment and 25% of the sales revenue from orchard yields. In the PAD, envisaged were initially 

700 ha; after a further revision in 2013 due to expected high expenditures the target was down 

to 308 ha. In light of limited progress and to the lack of validation of some key assumptions for 

the design of the Component, the IFAD MTR in late 2014 recommended a substantial reduction 

in the scope of the component, which would focus on the consolidation of the on-going 

activities
12

 (including cancelation of sub-component 1.2) and elaborating an exit strategy for FA. 

The MTR recommendations are reflected in an amendment to the IFAD Financing Agreement. 

65. Component 2. The re-allocation of unspent Component 1 funding to Component 2 was the key 

recommendation of the MTR mission end of 2014. In fact, Component 2 was revised twice 

during programme implementation. The first revision took place in November, 2013.
13

 Due to 

difficulty in identifying sites for FA investments where required irrigation infrastructure is readily 

available, an amendment request to open up the use of the RTI sub-component for irrigation 

infrastructure in conjunction with FA investments was considered, resulting in renaming of the 

Rural Transportation Investments sub-component to Value Chain Investments (VCI) sub-

component. The PUI supported the investments in village based public infrastructure facilities 

that are critical for the well-being of rural communities, e.g. CWS and gas supply. The VCI sub-

component was directed to investments in rural roads and ancillary structures as well as 

irrigation water supply systems that supposed to complement and strengthen the programme 

support to the fruits and nuts value chains associated with RACP. 

66. Due to slow start and lower than planned scope for establishment of new orchards by FA , the 

IFAD financed VCI activities have been delayed. Consequently the IFAD MTR mission 

recommended the second and major revision of the RACP including reallocation across 

categories of the IFAD loan. Particularly, to avoid the situation when the investments in rural 

                                                      
10

 The logframe includes the following development objective: “Viable fruits and nuts sector with backyard linkages to 
poor rural smallholders established; Fruit Armenia fully privatized”, implying that the privatisation of FA was an end in 
itself, not a condition for long-term sustainability when project support will stop. 

11
The “official” development objectives of the project, as stated in the Financing Agreement, are: (1) the establishment 

of an economically viable fruits and nuts sector with backwards linkages to poor rural smallholders; (2) the 
establishment of an entity to be fully privatized for delivery of services to the fruits and nuts sector; and (iii) the removal 
of infrastructure bottlenecks that inhibit increasing participation of the economically active rural poor in enhanced 
commercialization of the rural economy. The third objective introduces a linkage between PIU investments and the core 
project objectives, thereby strengthening the internal design logic. 

12
 Focus on the contracted areas of some 80ha orchards; on these orchards FA management had to ensure that best 

crop husbandry practises are implemented in order to maximise yields, quality and FA profit and as a consequence 

high revenues for the farmers. These included the installation of drip irrigation and partially hail nets. 

13
 Amendment to the Financing Agreement dated 8 November 2013. 
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road improvement would become a stand-alone investment with little or no link to the overall 

Programme objective, the PIU has developed a pipeline of sub-projects for the full utilization of 

the IFAD loan funds allocated under the VCI sub-component. The allocated USD 1.7 million 

(USD 1.2 million from IFAD loan and about USD 0.5 million Government’s and beneficiary 

contributions) has been used for the purpose of financing mainly tertiary level irrigation systems 

fostering farm development in programme areas that FA has already found suitable for the 

establishment of fruit and nuts orchards. 

67. Further to this a reallocation to the PUI sub-component of approximately USD 7.8 million of 

unspent funds from the IFAD loan allocated to the Component 1 was recommended.  

68. The MTR mission actually redesigned Component 2 with introduction of a comprehensive 

working paper (transferred to the revised PIM after approval) with detailed description of the 

implementation of Component 2. The PCR mission reviewed the Component 2 related section 

of the PIM and found it comprehensive enough in terms of description of the component, 

activities and procedures applied for application, selection and procurement procedures, and 

works supervision. The final approval of the proposed amendments took place in August 

2015.
14

  

D. RACP Effectiveness  

69. Based on the following, the effectiveness of the Programme is rated as moderately 

unsatisfactory (unsatisfactory for Component 1 and moderately satisfactory for Component 2). 

D1  Physical targets and output delivery  

Table 2: Component 1 and 2: Outputs at Programme completion against appraisal and revised targets
15

  

Component 1 Outputs at Programme completion against appraisal and revised targets 

Expected outputs 
(Appraisal) 

Results at 
completion 

% 
target  

Revised outputs (logframe 
of Sept. 2015 Supervision 

report) 

Results at 
completion 

% 
target  

At least 300 ha of new 
orchard land put under 
production by PY3. 

85 ha of orchards 
established 

28% 
At least 80 ha of land of 
smallholder farmers put under 
fruits/nut production. 

85 ha of orchards 

planted with nut 

fruit trees. 

106% 

FA establishes contract 
farming arrangements 
with at least 450 poor 
smallholder farmers by 
PY5. 

Contracts established 
with 120 landowners, 
but improper contract 
farming 
arrangements. 

27% 

A business plan detailing 

operations of FA until 2028 

developed by 2016. 

No valid plan 

accepted by IFAD 

yet. 

0% 

 

Agreed exit strategies with 

contracted small farmers in 

2016.  

Not realized. 0% 

Outsourcing agreements 

signed with private sector 

companies in 2016. 

Not realized. 0% 

 

Component 2 Outputs at project completion against appraisal and revised targets 

Expected outputs  Results at Programme completion 
% appraisal 

target 
% MTR 
target 

Appraisal targets: 
At least 15 villages connected to markets 
by feeder roads (40 km) by PY5. 

Not achieved. 0% n/a 

Gasification of 95 villages (about 100 000 
households) completed by PY 5.(OFID 
financing) 

51 rural villages and towns connected (54% target), with 

6 368 households (6% target) that may potentially connect to 
1% n/a 

                                                      
14

 IFAD Amendment Letter dated 12 August 2015. 

15
 While the logframe in the Annex of the September 2015 SVR remains the reference for the revised targets of 

Component 2, the revised targets found in the PIM approved by IFAD in November 2015 are considered for this 

component. 
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Component 2 Outputs at project completion against appraisal and revised targets 

Expected outputs  Results at Programme completion 
% appraisal 

target 
% MTR 
target 

the gas network; but only 1 214 (1% target) were actually 

connected at PCR 

Improved drinking water supply provided 
to at least 35 villages (33 000 households) 
by PY 5. 

14 communities with improved drinking water supply (40% 

target) potentially benefitting 6,861 households (21% target); 

but 0 households connected at completion. 

0% n/a 

MTR targets: 

95 communities benefitting from gas. 
51 rural towns or villages (54% of MTR target) connected to 
the secondary gas distribution network. 

n/a 54% 

25 000 households benefiting from gas. 
14 87316 households may potentially be connected to the gas 
network (5% of MTR target); but only 1,310 (5% of MTR 
target) were actually connected at completion. (OFID) 

n/a 59% 

35 Community Water Systems 
rehabilitated. 

26 drinking water distribution schemes rehabilitated. n/a 74% 

8 250 HH benefiting from CWS 
constructed/rehabilitated. 

6 861 households can potentially be connected (156% of 
MTR target), but none were yet connected at completion. 

n/a 0% 

26 communities with improved CWS systems. n/a 74% 

400 ha of land under irrigation schemes 
rehabilitated benefitting 500 households 
(OFID financing). 

550 ha of land under rehabilitated schemes. (OFID) n/a 138% 

2,180 households in the command area of improved irrigation 
schemes (436% of MTR target) (OFID). 

n/a 436% 

1 620 ha farmland under irrigation 
schemes constructed /rehabilitated 
benefitting 2 750 HH across 23 Rural 
Communities. 

29.6 km of irrigation canals rehabilitated, with an expected 
command area of 852 ha (48% MTR target) 

n/a 53% 

1 423 households in the command area of rehabilitated 
irrigation schemes (52% of MTR target) 

n/a n/a 

11 communities with access to improved irrigation system. n/a 48% 

23 processors engaged with primary 
producers in rehabilitated irrigation 
schemes. 

No achievements. n/a 0% 

 

70. Component 1 (unsatisfactory). As shown in the above table, the key output achieved under 
Component 1 is the establishment of a total of 85 ha of walnut, peach and cherries’ orchards. 
This represents 28% of the appraisal target and 106% of the MTR target. According to FA data, 
contracts were established with 131 households.

17
 Reportedly, 30% of which were headed by a 

woman, which is in line with the expectations of Programme design for complete list of FA 
farmers and individual plot size. Contrary to the provision of the PAD, however, 83 contracts 
(69% total) were established for individual land plots of less than 1 hectare. 

71. Component 2 (moderately satisfactory). As shown in the table above, 74% of the MTR target 
was met for the number of villages with improved CWS systems, against 54% for gas networks 
(with a higher percentage when households connect to the network) and an overall 128% for 
irrigation schemes. Considering that most works were started in the last Programme year, this 
may still be considered a good achievement and the credit should go to the PIU and its 
Construction Supervision Department. The expected number of beneficiary households - if all 
households get eventually connected to the gas or water supply networks- is above MTR 
targets (156% for CWS and 436% for irrigation schemes), except for gas schemes (59% MTR 
target and 5% appraisal target).  

72. With regard to CWS systems, it should be mentioned that the reason for low rate of connectivity 
is that the works on systems have just recently been completed. In the case of CWS the 
connectivity would be ensured within shortest period of time because of relatively low cost to 
connect (up to AMD 10 000) and what is more important that the investments were mainly for 
improvement of existing systems, i.e. the benefitting households have already habits to have 
tap water in their houses. 

73. No major issue is foreseen in irrigation systems either. The newly rehabilitated schemes will be 
fully used to irrigate the existing plants. However, changes in the cropping pattern could be 
expected at least 3-4 years from now as it would depend not only on reliable supply of irrigation 
water. 

                                                      
16

The PCR mission could not verify this figure provided by the PIU, as the detailed dataset received by the PCR team 

was incomplete, showing only 6 318 potential users. 

17
See FA Exit Strategy; Table 1 – Orchards established for the Fruit Armenia project. 
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74. Overall, as of RACP completion date, positive aspects can be seen mainly in irrigation schemes 
improvement. The benefitting communities and household numbers of all works combined are 
below the potential and projected figures (81 communities vs. 130 targeted and 
31 212 households vs. 33 750 targeted, assuming that all the potential gas users would 
connect to the network). Furthermore, it is too early to assess the actual benefit from the CWS 
and irrigation improvement as the works have been completed recently.  

75. Given the overall weight of the infrastructure component after the reallocation of funds from 
Component 1, and taking into account very short time remained for the implementation of 
Component 2.1 the overall assessment of results is moderately satisfactory.  

D2  RACP outcomes and impacts  

76. Although mandatory, the impact survey conducted in May 2016 was in some respects also 
premature. The survey questionnaire included classic impact assessment questions, trying to 
compare the pre-project situation (with recall questions for the year 2010) with the situation in 
2016. Given the fact that rural households have not yet fully benefited from investments, the 
impact survey should have focused also on understanding the intentions of potential 
beneficiaries with regard to gas and CWS connections and orchard maintenance. 

77. The baseline survey conducted in 2014 was a reliable base to understand the socio-economic 
situation of the households before Programme interventions, as most interventions were 
implemented in 2015. Still, trying to compare the current situation of prospective beneficiaries in 
2016 with that of the year 2010 has limited value for understanding Programme impact. Any 
changes between 2010 and 2016 measured in the impact survey report cannot be attributed to 
Programme activities and they only reflect the normal evolution of the socio-economic 
environment in the Programme marzes. For these reasons, the only section of the 2016 impact 
survey report that can be used for the PCR analysis relates to the gas connection investments 
of the Programme completed months before Programme's completion.  

78. Households’ incomes and assets (moderately unsatisfactory).  

79. Component 1 (unsatisfactory): Main impact on households’ incomes and assets is expected 
from Component 1, as for the estimated increase in the value of land, the impact assessment 
estimated that the value of a mature orchard could be 3.5 times the value of agricultural land. 
Given the delays in implementation, none of the FA orchards is yet productive. Other than the 
AMD 100 000 per ha to be paid for the first four years to the 131 contracted landowners, none 
of them has yet derived any income from their orchards. Although agreed in MTR, FA was not 
successful in installing the agreed drip irrigation in the contracted fields before completion 
(except on the orchard in Tavoush). Most of the plots are left without any irrigation system so 
far, therefore future harvest from the planted orchards is at risk. Provided that the landowners 
would be willing and able to take care of their orchards after Programme completion, these 
landowners would have to bear the costs of irrigation and orchard maintenance for several 
years before being able to generate some revenues, which will have an immediate, negative 
impact on their households’ finance.  

80. Component 2 (moderately satisfactory) is expected to have particular impact on the livelihood 
of the rural households. It is still too early to assess the financial benefits derived from the 
rehabilitated irrigation schemes, but the availability of irrigation water is expected to increase 
the market value (asset) of the agricultural land and will shift production to higher value crops 
such as fruits. Furthermore, with doubling the production on newly irrigated land household 
incomes will increase significantly. If and to what extent gas and drinking water supply would 
contribute to household income is to early to assess: most of the households in the Programme 
area have just recently (or not yet) been connected.   

81. According to PIU M&E Unit data on Programme beneficiaries already connected to gas, the 
June 2016 impact survey shows that only 11% of them have used the gas for heating purposes 
so far, as the cost of gas is too high, while 100% use it for cooking purposes. According to a 
M&E Unit survey conducted among a smaller sample of actual gas users only 16.9% of the 
surveyed households reported that they no longer used firewood for heating purposes. The 
expected decrease in wood consumption may therefore only be modest. 

82. Food security (moderately satisfactory).  
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83. Component 1(unsatisfactory). The FA operations were expected to impact on food security 
indirectly through increased earnings and most notably job creation. Due to the late and 
incomplete installation of orchards, the harvest of fruits and nuts has not yet started and 
therefore farmers did not generate income from their plots.  

84. Component 2 (satisfactory). Positive aspects were detected in Component 2 through improved 
irrigation schemes. Evidence from previous IFAD operations in Armenia (including FMAP) 
showed that investments in irrigation infrastructure serving also village backyard plots bring 
immediate and equitable benefits contributing directly to food security. With the redirected focus 
of RACP infrastructure activities on irrigation under both the PUI and VCI sub-components, it is 
likely that some of the investments will also directly result in improved supply for the village 
backyards, hence resulting in a positive impact on food security. Also access to drinking water 
is positively affecting livestock keeping. With better water supplies especially in winter, 
increased milk production is to be expected.  

85. Human and social capital and empowerment (moderately satisfactory).  

86. Component 1 (moderately unsatisfactory): The chosen approach of leasing land from farmers 
with the intention to installing high-end technology and operating the orchards exclusively 
through FA is limiting the human empowerment. Forming orchards of adjacent or nearby land 
owned by several landowners may have contributed to the creation of some social capital which 
was encountered by the PCR team only in Vayots Dzor.  

87. Component 2 (satisfactory): Investments in village infrastructure were co-financed by the 
communities to increase the sense of ownership and enhance sustainability. Under the VCI 
sub-component, communities and WUAs jointly prepared investment proposals for irrigation 
development. The construction of irrigation distribution networks does, in principle, ensure a 
more equitable distribution of benefits in the targeted farmlands between upstream and 
downstream users, hence preventing conflicts. Through an IFAD grant, capacity building 
activities for operators of water supply schemes at the Municipality level were provided to two 
Municipal Water Management Units. Further training was provided to the organization of 
awareness raising events on improved WASH in the 22 localities.   

88. Agricultural productivity (moderately satisfactory). With the exception of the 5 ha under drip-
irrigation the overall agricultural productivity in FA orchards was not substantially increased. 
Under Component 2 impressive 2 852 ha have been reached with the irrigation schemes, 
which is more than the envisaged area at design. The production area is expected to double; 
productivity on these fields could double as well (depending on the installed technology on field) 
in comparison to non-irrigated land. Since large parts of the newly irrigated areas are fallow 
land, the impact of production and productivity is expected to be significant.  

89. Institutions and policies (moderately unsatisfactory).  

90. Institutional sustainability is unsatisfactory in Component 1. The Programme intended to 
support by Component 1.1 the horticultural sector through the set-up of a state-owned, 
commercial company Fruit Armenia. FA should have worked closely with the private sector; i.e. 
farmers and service providers for maintaining orchards, harvesting, processing, transporting 
and marketing. Due to failures in reaching the original expansion of the newly established 
orchards, the cooperation between FA and farmers (including non-contracted farmers by FA) 
but also between FA and service providers (including training) did not achieve the envisaged 
goals. Furthermore RACP wanted to promote through Component 1.2 the cooperation in export 
and quality issues with two governmental agro-related laboratories – the Central Seeds 
Laboratory (CSL - concerning certification of nursery output) and the Anti-epizootic and 
Diagnostic Residual Pesticide/antibiotic, Food Safety Laboratory (ADRP - concerning the 
nursery's laboratory’s accreditation on ISO 9001 and 17025) but also the Union of Exporters of 
Armenia; all these targets have not been reached. Altogether positive changes in the involved 
institutions did not take place under Component 1.   

91. Institutional sustainability of Component 2 is satisfactory. Upon completion, infrastructure 
investments undergo a multi-step process of check and controls during handing over to the 
relevant institutions (mainly Municipalities) that receive the facilities as fixed assets to their 
balance sheet. All irrigation management on secondary and tertiary irrigation systems in the 
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country has been transferred to WUAs for operation and maintenance for 25 years. The 
supervision of WUAs and Federations of WUAs (FWUAs) is undertaken by a high-level 
supervision council chaired by the vice prime minister. The newly irrigated areas under RACP 
are also under coordination of local WUAs. Capacity building activities for operators of water 
supply schemes at the Municipality level were provided to two Municipal Water Management 
Units. Further training was provided to the organization of awareness raising events on 
improved WASH in the 22 localities.   

92. Access to markets (unsatisfactory) was mainly expected from Component 1. The PAD has 

foreseen the promotion of exports and standards. Besides good quality at reasonable costs and 

in sufficient quantity, today's access to markets is very much regulated if exporters are able to 

fulfil all standard requirements; (i) the legally binding food import regulation in the targeted 

markets such as Russia and the other CIS countries; and (ii) the voluntarily quality standards 

imposed on top of the legal requirements by large retailing companies. Component 1.2 was 

designed to ensure an appropriate legal framework and sufficient national capacities for 

certification for local and export markets alongside training in the application of certification 

requirements. However, the implementation of this sub-component was hardly progressing, and 

the MTR proposed to cancel this activity. Altogether RACP could not improve farmers’ physical 

access to markets, access to market prices and information, timely access to quality agricultural 

inputs (fertilizers, vaccines, seeds) and also could not enlarge the capacities of the involved 

smallholders. 

93. Environment and natural resource management (moderately satisfactory). The planned 

activities under the Component 1 have never been fully implemented; only 85 ha of orchards 

have been established in the selected marzes and one mother-garden in Echmiadzin. Both had 

country-wise no significant impact on natural resources and the environment. With regard to the 

Component 2, given the small scale and mainly rehabilitation nature of interventions, 

particularly the IFAD funded activities under the Component 2; the component has generally 

had a positive environmental impact. No major shift in designated land use has been 

considered. The irrigation works did not provoke a spatial expansion of farming. The same with 

CWS systems. They include mainly improvement of existing systems and quality of the 

supplied water. Thus, the programme interventions will contribute positively on water 

management by reducing the system losses and in some extend the land degradation as well. 

The provision of natural gas has the potential of decreasing tree logging in rural areas, where 

people depended mainly on that activity for heating and cooking. 

94. Climate change adaptation (moderately satisfactory). The provision of water to the villages 

enhances the adaptive capacity of the rural populations in terms of water shortage, and helps in 

the generation of diversification activities – mainly for women – related to home gardens. The 

gas network and its role in the preservation of the nearby forests also can lead to positive 

changes in terms of conserving forest cover and protection of soil. All irrigation investments 

comprise of piped water distribution systems that would significantly reduce irrigation water 

losses when compared to old dilapidated networks or open channels. This may have positive 

outcomes in terms of improved resilience and adaptation to climate change. 

95. Gender equity and women's empowerment (moderately unsatisfactory). While Armenian 

women are highly educated, present in the workforce and active members of civil society, 

prevailing norms still dictate that they are primarily responsible for household duties and 

childcare. Armenian law guarantees women and men equal rights to ownership and use of land 

and other property, but in practice, women are the minority of registered property owners. In 

part, this is based on traditions of registering property in the name of male family members and 

passing it down to male heirs, even though the state land privatization schemes carried out in 

the early 1990s awarded land to the head of the household, regardless of gender.  

96. Although the PAD highlighted the fact that women constitute 40% of the work force in 

agriculture and head 33% of rural households, the document did not include any gender 

analysis, nor did the document provide explanations as per the reasons why women-headed 
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households were more likely to be poor than male-headed households.
18

 The document is also 

mostly silent about the important phenomenon of male outmigration, which has many 

implications in rural areas. Unlike in other IFAD-funded projects, the PIU was not requested to 

prepare a “Gender mainstreaming strategy” to describe the specific approaches, activities or 

targeting mechanisms that would be followed during Programme implementation in order to 

ensure that women benefit equally as men from Programme implementation and that women 

are given an equal voice in investment choices and decisions.  

97. However, in the completion phase of RACP the M&E division prepared a gender study in target 

communities benefiting from irrigation rehabilitation project under RACP. The study focused on 

the status of active rural women groups
 
to explore their economic activity and to identify 

measures for their economic empowerment through capacity building within the framework of 

future projects. Focus group discussions showed that the type of (public) infrastructure facilities 

financed under RACP were relevant and naturally equally benefiting man and women; women 

highlighted that investments in drinking water and gas supply were the most responsive to their 

needs.  

98. According to FA data, women reportedly represent 32% of orchards’ land-owners, owning an 

average of 0.80 ha (against 0.69 ha for men). It is not clear, however, if this figure represents 

the percentage of women owning the plot of land or the percentage of the contracts signed 

between FA and a woman co- owner of the land, together with her husband or father. Given that 

only 7.9% of rural women in the target area (according to the study) are the sole landowners, 

the second explanation appears more plausible. 

99. Unlike PAD expectations, the PCR found no evidence that FA or the PIU have undertaken 

efforts that at least 40% of the seasonal and permanent jobs created during Programme 

implementation have been filled by women. However, female seasonal workers were 

contracted, but the ratio was also depending on the work required on the fields.  

D3  Targeting and outreach 

100. Based on the following, targeting and outreach of the Programme is rated as moderately 

unsatisfactory (moderately unsatisfactory for Component 1 and moderately satisfactory for 

Component 2). 

Table 3: Expected outreach, the original vs. revised quantitative appraisal targets 

  Appraisal targets Revised MTR targets Outreach 

Component 1:    

- Horticulture 450 poor farmers no target 122 smallholders 

 700/308 ha 80 ha 85 ha 

Component 2:    

- Access to gas 100 000 households 25 000 households 14 873 HH 

- Drinking water supply 33 000 households 8 250 households 6 861 HH 

- Irrigation n/a 3 250 households 3 603 HH 

 Total expected outreach: 133 450 households 36 500 households 25 337 HH 

 

101. Component 1 (moderately unsatisfactory) was implemented in 3 marzes as per the Programme 

Design. Against the criteria set in the PAD for the selection of beneficiary communities, the 8 

locations in the given 3 marzes were selected mainly according to their agro-ecological 

potential, which seems to be appropriate given the nature of the intervention. However, 

beneficiaries’ targeting under Component 1 was not successful as the clustering and applied 

contract-farming approaches did not succeed. Only landowners willing to lease their land have 

been reached by Component 1 instead of poor, “professional” farmers trying to get further 

involved into the horticultural value chain. Due to the mentioned problems the number of 

                                                      
18

 Poverty incidence among male-headed households in 2007 was 23.4% compared 33.2% for female-headed 

households with children. 
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expected orchards was not achieved; in total only 85 ha instead of 308 ha have been put under 

production. In terms of outreach, this represents 27% of the appraisal target of 

450 smallholders. 

102. Component 2 (moderately satisfactory) was targeting the 16 beneficiary communities in the 

given seven marzes. Under Component 2, the pre-qualification process for beneficiary 

municipalities was based on a comprehensive study of the rural water supply sector released 

by the KfW in 2014, complemented by field assessments and the application of a scoring grid 

proposed in the PIM. The selection process was transparent and well-managed by the PIU. 

Requirement of contribution from community at the amount of 10% of total sub Programme’s 

cost in cash apparently was restricting some very and most vulnerable communities to 

participate in the Programme. PIU and IFAD agreed in 2015 to decrease such required 

contribution to 5%.   

D4  Innovation, replication and scaling-up  

103. Based on the following, innovation, replication and scaling-up of the Programme is rated as 

moderately unsatisfactory. 

104. Component 1 (moderately unsatisfactory). The Programme – especially Component 1 - was 

characterized by several innovative features; (i) a commercial company as the potential driver 

of the horticultural sector; (ii) application of state of the art horticulture in Armenia where the 

majority favours very traditional orchards and varieties; and (iii) backward linkages to 

smallholders to let them participate on the expected success along the value chain. The 

innovations proposed in the Programme design were based on assumptions, which could not 

be validated.  

105. RACP’s major innovation was expected with the creation of FA as an institutional modality for 

achieving value chain development in the economic interests of smallholder agriculture. This 

included a clustering approach, the use of high yielding new varieties, drip-irrigation systems 

and the application of a contract-farming model to carry out a significant technological transfer 

on very small-scale farms. The chosen institutional model was a technology driven approach 

that was hardly tested in a similar environment and was not taking the needs of smallholders 

into consideration. A company driving the fruits and nuts market was innovative and 

implementing the major component of a Programme in form of a private sector company is 

worthwhile to be considered as long as this is managed by the private sector and not by 

Government institutions. However, the model has not proven to be successful to contribute to 

sector development.  

106. Component 2 (moderately satisfactory). Within Component 2, the situation is better and CWS 

as well as irrigation schemes will be replicated and scaled up, as already proven in the new 

IFAD funded project IRFSP.  

E. RACP Efficiency  

107. Based on the following, the efficiency of RACP is rated as moderately unsatisfactory. 
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E1  RACP Costs and financing  

Table 4: Expenditure by Category as at 31 May 2016  

Expenditure by Category as at 31 May 2016 USD USD   

Disbursement category Expenses 
incurred 

Allotted as  per 
Programme 

 Design 

% Achieved 

Civil Works  34 043 095 33 858 000 100.55 

Design and Supervision 1 856 284 2 031 500 91.38 

 Equipment, Goods and Vehicles 196 776 207 800 94.69 

 Training and Technical Assistance 184 249 586 000 31.44 

 Recurrent Costs and salaries 2 567 106 2 715 000 94.55 

 FA Funding 2 781 556 12 947 300 21.48 

Total 41 629 066 52 345 600 79.53 

 
 

108. Cumulative Financial Progress. On an overall basis, till 31 May 2016
19

, the overall spending 

is 79.53% of the amount originally allocated as per Programme design. The contribution from 

USAID and Others never matured and therefore the effective projected amount can be 

considered to be USD 48.076 million and the achievement based on this figure is 86.58%. A 

sum of USD 2.738 million is expected to be incurred including a sum of USD 1.598 million of 

post Programme completion date, which will eventually increase the IFAD spending to 90.65% 

of the initial amount targeted of USD 13.488 million. While the achievement for civil works 

under Component 2 has exceeded the original amount allotted, FA spent only 21.48% of the 

initially targeted amount. Owing to slow and incomplete setting up of orchards, the allocation in 

this category was reduced by SDR 4.53 million for IFAD loan and by SDR 0.154 million for IFAD 

grant vide amendment dated 12 August 2015 to the loan agreement, in line with the 

recommendation in the MTR in 2014. Compared to the revised allocation figure of equivalent 

USD 3.069 million under this category of FA Funding, the achievement is 90.61%. For IFAD 

grants, the total amount spent up to 31 May 2015 amounted to USD 0.287 million out of an 

amount of USD 0.499 million allotted in the design document accounting to only 57.51%.  

109. Programme Financing. The total amount to be financed for the RACP, as planned in the 

design document, amounted to USD 52.345 million. The actual disbursements by financiers up 

to 31 May 2016 aggregate to USD 44.583 million as indicated in the table below.  

                                                      
19

 The tabulation of costs has been made on the basis of data made available during the time of the presence of the 

mission in Armenia. The project could provide costs and financing data up to 31 May, 2016, till which date, they had 

complete information which in turn were possible to be documentarily evidenced and cross checked by the mission. 

However, the estimated costs and the financing expected from IFAD till the project completion date have been duly 

considered in this report. Such data along with the data tabulated until 31 May, 2016 fairly represent the total IFAD 

costs and financing till the project completion date. Similarly the data for OFID was also available until 31 May and 

considered accordingly in the costs and financing tabulations for parity. However, considering the fact that OFID’s role 

in the project would continue beyond the project completion date, the data for OFID would be mainly for academic 

interest.  



REPUBLIC OF ARMENIA 

Rural Assets Creation Programme 

Project completion report 

 

 

17 

Table 5: Funds disbursed by financiers in USD Million     

Financier Amount 
planned per 

Programme Design 
Document 

Amount 
actually disbursed 

by financiers 
 

% of 
Financing 

of original allotment 

IFAD loan 13.489 10.566 78.33 

IFAD grant   0.499   0.496 99.40 

OFID 20.007 18.878 94.36 

GoA 11.023 11.863 107.62 

Beneficiaries 3.059   2.780 92.58 

USAID   2.001 - - 

Others 2.267 - - 

Total 52.345 44.583 85.17 

 
 

Excluding the contribution from USAID and others, the effective projected amount is 

USD 48.075 million. The effective percentage of financing as against that originally allotted 

excluding these finance sources is 95.34%. Upon the release of the amount for WA 15 and 

reimbursements of expense post Programme completion date, net off advances, the 

achievement for IFAD financing is likely to reach around 90% of the original amount targeted. 

110. Amendment to the loan agreement. The original loan agreement was signed in 

November 2010 and thereafter has been amended twice, once in November 2013 and finally in 

August 2015. Appendix 6 of the report shows the changes that have been effected through 

these amendments from the original loan agreement. 

E2  Quality of RACP Management 

111. Programme Management. Lead Programme Agency is the Office of the Prime Minister, and 

the Programme Steering Committee (PSC) has the overall responsibility for the implementation 

of the RACP.  The PSC is chaired by the Prime Minister, and composed of Minister of 

Agriculture, representatives of the Central Bank other governmental bodies, and the business 

community. The management structure of the Programme consists of the Programme 

Implementation Unit embedded in the Prime Minister’s Office that comprises the independent 

RFF, and Fruit Armenia. 

112. PIU (satisfactory). The main tasks of the PIU comprise management and coordination of the 

Programme, including responsibility for Programme planning, budgeting, financial 

management, monitoring, impact assessment, and administrative reporting. After resignation of 

the PIU director in June 2014 the transition into new management was smooth, and the PIU’s 

performance has been satisfactory. 

113. Fruit Armenia (unsatisfactory). A Framework Agreement sets out the main principles for the 

relations between PIU and FA, e.g. management of fund’s flows, procurement and reporting. FA 

was registered in February 2012 as Fruit Armenia JSC, an open joint stock company. The 

responsible governing bodies of FA are the Shareholders Meeting, Board of Directors (Board) 

and Managing Director (MD). The main principles for the conduct of FA’s business are 

stipulated in FA’s Charter, the law of the Republic of Armenia on joint stock companies 

(Company Law), and the Performance Contract between FA and the Government (to support 

the Government in safeguarding that FA’s activities are in compliance with the Financing 

Agreement). According to the Charter, the main objective of FA is to earn profit and to support 

the overall RACP objective to stimulate economic development of rural areas. At the FA, the 

nursery manager doubled as Managing Director since the resignation of the previous director in 

2014. While the FA MD efforts were considerable, FA’s management was not robust as no other 

management level staff remained in FA. The FA Board met on a regular base, but was not able 

to redirect the company and to achieve a turnaround. 
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114. Monitoring and evaluation. Under Component 1, monitoring activities, performed during some 

periods by a FA M&E staff, were limited to the tracking of the most basic outreach data20 

requested by the PIU M&E Unit for the preparation of consolidated annual Programme progress 

reports. There seems to have been no attempt by FA management to collect the important and 

basic cost and production (yields per ha by type of fruits, orchard and location) and also 

recording sales’ data would have been useful to monitor and assess FA profitability. Also, there 

is no track records’ of trees’ survival rate after plantation. As already mentioned, the PCR 

mission has also reasons to believe that the reported number of female-headed households, as 

normally understood by IFAD, may be over-estimated. Overall, M&E performance under 

Component 1 is rated unsatisfactory as M&E was limited and not used as a management tool. 

115. In contrast, the PIU M&E Unit consisting of three professional staff was in charge of the 

monitoring of Component 2 activities and for the consolidation of FA data for the preparation of 

the Annual Work Plan and Budget (AWPB) and progress reports. The staffs met by the PCR 

mission were very qualified and motivated. Although PIU M&E staff had no authority over FA for 

M&E activities, there has been at least one attempt by staff to conduct field visits on FA 

orchards.
21

 Overall, performance of the PIU M&E division is rated satisfactory as M&E unit 

follows a proactive approach. However, the PCR mission found little evidence that M&E was 

used by PIU management as a tool for decision-making. 

116. Differently from what is done now in other countries and projects, IFAD did not request that a 

Programme Implementation Manual (PIM) or an M&E Manual
22

 be prepared by the PIU upon 

Programme start. Instead, the PIU initiated in 2015 to prepare a clear document entitled 

“Procedures on monitoring and evaluation, coordination and oversight of RAED PIU 

programmes” that attempted to clarify and document M&E processes, tools and responsibilities. 

Despite the absence of a comprehensive PIM and M&E Manual from start, the M&E Unit 

managed to organize itself and to collect all necessary data the use of “Planner”, a tailor-made, 

Excel-based database developed over time by the PIU. This tool, which appears well designed 

and functional, allows among others to monitor both physical and financial progress and is 

linked with the AWPB. It was fed by: (i) the detailed information provided by the Engineering 

Department, which was given full responsibility for the monitoring of construction activities and 

works’ contracts
23

 for Component 2; and (ii) FA data on number of ha of orchards and number 

of participating farmers. It has been regularly updated to facilitate the preparation of the annual 

progress reports sent to IFAD. 

117. The M&E Unit was also very proactive in planning for outcomes surveys; a database was 

developed to capture outcome data and current plans are to conduct outcome surveys after 

Programme completion, when enough time will have elapsed for impact to materialize. 

118. Contrary to IFAD’s rule,
24

 the PIU was not requested to organize a RIMS baseline and socio-

economic surveys at start-up. Instead, an ad-hoc baseline survey was prepared in 2014 by a 

Georgian consultancy firm, some four years after the actual Programme start.
25

 The latest IFAD 

                                                      
20

 Limited to the number of contracted farmers by gender, the variety of trees planted on each orchard (walnuts, 

cherries, etc.); the number trees planted; and the number of ha of land by contacted farmers. 

21
On this occasion, the PIU M&E staff observed that the trees of an orchard had been uprooted due to improper 

irrigation practices and had informed project management accordingly so that corrective actions could be taken by FA 

management. 

22
Reportedly, this has been the case in all previous IFAD-funded projects, and the IRSLP approved in 2014 is the first 

project for IFAD requested the preparation of a PIM and an M&E Manual. 

23
For example: contracts’ start and end date, planned and actual nb of meters of gaz and water pipeline, contract costs 

and payments; nb of potential beneficiary households. 

24
 It is mandatory for all IFAD projects to conduct a RIMS baseline, MTR and completion survey. 

25
IFAD’s norm is for baseline surveys to be conducted during the first year of implementation, before the start of any 

field activity, since these surveys should capture the socio-economic condition of prospective beneficiaries before 

project interventions. 
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supervision mission (2015) concluded that this study was “of poor quality and not likely to be of 

use for the completion” and that “the benefits from activities that have matured should be 

measured on a recall basis”. In an effort to follow this recommendation, the PIU decided that 

the completion survey would use the date of 2010 as a reference point for all the recall 

questions. It is the PCR mission’s opinion that: (i) the 2014 baseline survey report is of 

acceptable quality and contains useful information to describe the situation of potential 

beneficiary households in 2013/2014, which is before the start of most Programme activities 

and therefore a period that can serve as a proper reference point for impact assessment; (ii) the 

information provided in 2016 by completion survey respondents regarding their situation in the 

year 2010 cannot be reliable, as also highlighted in the impact survey report and is therefore 

not useful for a sound impact assessment; and (iii) the year 2010 is in any case an irrelevant 

reference point, given that most IFAD-funded Programme activities started only after 2013/14 

and most of the Component 2 activities having started in 2015. 

119. Component 2 implementation. The implementation arrangements for the Component 2 were 

drawn from the previous IFAD and OFID financed Rural Areas Economic Development Project 

(RAEDP) and FMAP, and relied on the services of the same PIU. The PIU Construction 

Supervision Department, with its complement of reported 10 staff (six funded from the IFAD 

loan), retained a key role in the implementation of all infrastructure related issue including 

contract management and quality control, while detailed design, daily site supervision and 

construction works were outsourced to the private sector on a competitive basis. Procurement 

aspects of the Component 2 implementation assigned to the PIU Procurement Department, 

comprised of two staff. 

120. Overall the management of Component 2 is efficient from the technical point of view, as 

evidenced by the generally adequate performance in component implementation, especially 

during the last year after the reallocation of additional IFAD funding unspent under the 

Component 1. These include selection of the proposals, design, construction and supervision. 

The PIU staff involved in component implementation are experienced in technical aspects of 

civil works execution, contract management, and problem resolution. However, the mission 

observed limited cooperation between the PIU Construction Supervision Department and the 

M&E Components Coordination and Development Department; and limited considerations 

regarding the overall programme goal and objectives in implementation of the Component 2 

activities.  

121. The IFAD funds allocated for the Component 2 investments after MTR were focused mainly on 

irrigation and CWS systems. A general review of the actual construction cost reveals that the 

average per hectare cost of tertiary irrigation systems including the ancillary structures was 

about AMD 1.2 million, equivalent to about USD 2 475 per ha, varying from USD 1 355 to 

USD 3,685 per ha. This is far below the estimated average of USD 3 400 during the MTR 

revision. As for the CWS systems the average actual investment cost per potential benefitting 

household is about AMD 670 755, equivalent to about USD 1 400 vs. USD 1 600 per household 

estimated during the MTR.  

122. The total cost of the consultancy contracts for development of detailed engineering designs, 

designer’s supervision and designs expertise review was AMD 269 571 or some 4.7% of total 

construction cost of AMD 5 694 721. The cost of the consultancy contract for technical 

supervision of works was AMD 73 969 or some 1.3% of total construction cost. These are 

coinciding with the international standards and the current market prices in Armenia. The cost 

for design and technical supervision in Armenia is indicatively 5% and 2% of the construction 

cost respectively. Thus, the overall investments under the Component 2 could be considered as 

efficient and rated satisfactory. 
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E3  Quality of RACP Finance management.  

123. Separate Set of Books As required by the conditions to the loan separate set of books of 

account have been maintained by the Programme. The transactions of the RACP are clearly 

identifiable and the balances readily ascertainable.  

124. Quality of Finance and Accounts staff. The Finance and Accounts Department of RACP 

consists of one Finance Manager (FM) and two accountants who are based at the PIU office. 

The staffs are qualified and experienced. There was no direct appointment and the staffs were 

selected on the basis of qualification, experience and interview evaluation. The erstwhile Chief 

Accountant of the Programme has recently left the Programme but was in the Programme since 

2011. The accountants appear to be skilled and industrious. However it was noted that only the 

Finance Manager received training from IFAD and none of the other accounting staff. For future 

projects, at least one training session should be given by IFAD to all the accounts and finance 

staff of the Programme, over the Programme period. 

125. Basis of Accounting. The Programme has maintained the books of account on an accrual 

basis. However, for the purpose of presentation to IFAD, the Financial Statements are prepared 

on IPSAS cash basis, without taking accruals into cognizance. Over the Programme period the 

Programme has not changed the basis of accounting and no issue has arisen in this respect.  

126. Internal Controls. Adequate controls lie in place in respect of receipts, transfer of funds from 

the designated accounts, payments from Programme accounts and Fixed Assets accounting. 

All transactions are effected through bank transfers and no cash payments are done. The 

Programme does not grant any advance to employees. Bank Reconciliation Statements are 

prepared on a monthly basis. Authorizations and authentication at appropriate levels were 

observed in respect of any kind of payment made. The monitoring controls and documentation 

of payments for civil works are observed to be satisfactory. No major internal control lapse has 

been highlighted either in the supervision mission report, auditors’ report or by IFAD CFS so far.  

127. Financial Manual. The Programme had a comprehensive manual for financial management for 

its guidance. The Financial Management manual contains the instructions for filling up the 

various prescribed IFAD documents for disbursement and reporting. The Financial 

Management manual also describes the steps involved in all financial processes, along with 

guidance for internal reporting, which the Programme has adhered to during the Programme 

lifetime.  

128. Programme’s efforts to act on recommendations given in SVR / MTR missions. In general 

the Programme has been regular in complying with the recommendations made by the 

supervision /MTR missions in respect of the fiduciary aspect.  

129. Accounting Software. The Programme has used the well-suited accounting software Arm Soft 

for financial accounting and reporting purposes. Financial and accounting information are easily 

retrievable from the system. No major problem has arisen during the Programme from using 

this software and this maybe continued to be used for other existing or future IFAD funded 

projects. However the software needs to be modified to enable automatic generation of 

Withdrawal Application, which has been a suggestion in earlier missions but remained to be 

implemented. Apart from ArmSoft, the other popular software in Armenia is 1C which was used 

by FA.  

130. Financial Statements. The Programme has been preparing the Financial Statements in 

accordance with in accordance with standards and procedures and in the form and manner 

acceptable to IFAD. The Programme has submitted the audited accounts to IFAD within the 

time as specified in paragraph 9.03 of the General Conditions to the Loan Agreement. 

131. Fund Flow. As required by the Programme design, two special accounts in USD were opened 

by the Ministry of Finance, one for IFAD loan and another for IFAD grant, which are also 

maintained by this ministry. Based on withdrawal applications made, IFAD has been releasing 
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funds to the special accounts. No serious problem has been encountered during the 

Programme life in replenishment of the Special Accounts of IFAD loan and Grant. Similarly the 

flow of funds from OFID and GoA was also seamless and no major problem was reported. 

132. Disbursement lags. During the life of the Programme, it has not been experienced any 

significant difficulty in disbursements of its claims and there has been no serious lag in the 

disbursement procedure from any of the financier. As on date, there is no claim pending to be 

disbursed to the Programme by any of the financier. No major issue has arisen on clearance of 

Withdrawal Applications (WA) submitted to IFAD. Issues wherever raised, have been promptly 

addressed by the Programme. Until date the Programme has made fifteen (15) WA s and none 

of this is pending clearance from IFAD. 

133. Auditors’ Performance. The audits of the RACP were done by Chartered Accountants firms 

who were appointed by using the QCBS method of procurement. The audits for the Programme 

were years 2010 to 2013 were carried out by KPMG and for 2014 and 2015; this was done by 

SGS, both firms based in Yerevan. The audits were carried out in accordance with the 

International Standards of Auditing as issued by the International Auditing and Assurance 

Standards Board (ISAB). The audits were done according to the TORs, which were approved 

by IFAD. The performance of the auditors for the 2014 and 2015 were found to be satisfactory, 

the auditors’ report covering all the aspects required by their TOR. As required, the auditors 

have also issued the Management Letter, which is also a part of their deliverables. However 

there is scope of improvement in the management letter as little value added recommendations 

were found to be reported therein.  

134. Internal Audit. GoA has an Internal Audit Department, which carries out the internal audit for 

the RACP. The last internal audit was carried out covering the transactions and balances up to 

the year ended October 2015. The Internal Audit covered areas of assets and liabilities, 

operational expenses and income, payroll and timesheets, procurement, civil expenses, internal 

controls, Programme implementation, Programme documentation and budgets and variances. 

Most of the recommendations of the internal audit report have been implemented. The 

presence of an internal audit over and above the external audit ensures sound monitoring and 

serves as a useful tool for checks and balances for the Programme and this system should be 

continued for future projects too.  

135. Ineligible expenses. No ineligible expenses have been ever reported in this Programme for 

any claim made to IFAD. The claims have been made in accordance to the conditions of the 

Loan Agreement. However FA due to poor communication was not fully aware that after 

Programme's end any budgetary requests would result into ineligible expenditures concerning 

IFAD financing and would have therefore to be covered by the Government. 

136. Completion/Winding costs. A sum of USD 1.598 million (detailed in the Technical Paper) is 

estimated to be spent from IFAD loan, post Programme completion date which mainly consists 

payment for civil works USD 1.462 million, USD 0.065 million for technical supervision and the 

balance for audit and other consultancies. However, it is clarified that only payments pertaining 

to civil work/ services completed within the Programme completion date, which is 30th June, 

2016 would be eligible to be funded from IFAD funds. Any payment pertaining to work 

completed after this date will be an ineligible expenditure except for audit fees which can 

commence only after the Programme completion date. Technical supervision would only 

commence only after the Programme completion date and therefore will be an eligible 

expenditure even if incurred after such date. However the costs for technical supervision will be 

eligible only to the extent of supervision work associated with civil works completed within the 

completion date and balance costs if any would be ineligible. 

137. Payment of Retention Money for civil works contract. There has been only one contract for 

civil works for rural infrastructure and public utility, costs of which are borne from IFAD funds. 

For every payment made to the contractor, 5% of the sum has been deducted as retention 
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money. As per the terms of contract, fifty percent of such retention money (that is 2.5%) will be 

made on completion of the work and the balance amount at the end of the defect liability period. 

The defect liability period ends on 2 January 2017, which is beyond the loan closure date of 

31 December 2016. However as per the terms of the contract, this balance of retention money 

can also be paid to the contractor on his producing a bank guarantee to this effect. The 

Programme will have to exercise this option and make the payment against bank guarantee 

furnished by the contractor. Such bank guarantee would need to be furnished to the Ministry of 

Finance within the loan closure date.  

138. Funds to be returned by Fruit Armenia. Post Programme completion date no further support 

will be given from the Programme to FA. As on 30 June 2016 FA had balances of 

AMD 13 742 711 (approximately USD 28 630) and USD 3 053.61 in the bank accounts 

designated for IFAD loan 817-AM and IFAD grant 1219-AM respectively. These funds are to be 

returned to PIU for onward refund to IFAD.  

139. Fruit Armenia Solvency Status. Based on the books and records of FA, it transpired that as of 

30 June 2016, FA had assets worth AMD 461 103 219 (USD 960 631) excluding bank balances 

in designated bank accounts for IFAD loan and Grant and government co-financing as against 

a liability of AMD 23 938 978 (USD 60 287), the net assets thus being AMD 432 165 141 

(USD 900 344). Thus it may be surmised that FA is not insolvent as it has more assets than the 

external liabilities. The assets consist of land, buildings, vehicles, improvement on leased land 

and others. In the event of liquidation of FA, these assets would be required to be disposed off 

to pay off the liabilities, based on the liquidation provisions for joint stock companies in Armenia. 

However if it is decided to sell FA to a private party the valuation of the assets would depend on 

a due diligence study made by the acquiring entity. In the event of continuance of FA, the 

assets would be continued to be carried on by FA. However the fate of the assets of FA would 

eventually depend on its exit strategy.  

140. Closing Activities. The Programme completion date being 30th June, 2016, the following 

activities would essentially form part of the closing of the Programme namely (i) preparation of 

financial statements for the half year ended 30 June 2016; (ii) audit of these financial 

statements; (iii) Justification of all Initial Application Amount / Advance paid by IFAD; (iv) 

Decision about staff retention; (v) Disposal of Assets; and (vi) Archiving of records.  

141. Appointment of Auditors for the audit of financial statements for the half-year ended on 

30 June 2016. The Programme will need to appoint the auditors to audit the financial 

statements as referred above. The auditors would have to be selected by using the appropriate 

procurement method. The TORs of the auditors would be required to be approved by IFAD. The 

audited Financial Statements would be required to be sent to IFAD before the loan closure date 

that is 31 December 2016.  

142. Staff Retention. As provided in the design document of the new IFAD-funded IFRSP, the staff 

of the RACP project would be absorbed in IFRSP project, post project completion date of the 

RACP project. Until the loan closure date the staff of the IFRSP would continue to give their 

inputs for the RACP, to the extent necessary.  

143. Disposal of Assets. The fixed assets of the RACP with a written down value of USD 58 854 

will be transferred to the new IFRSP. 

144. Archiving of documents. As required by Section 9.01 of Article IX of the general conditions of 

the loan agreement, the books and records of the Programme are required to be maintained for 

at least ten years following the loan closure date. As per discussion with the management it 

transpired that the management is fully aware of this and there is adequate space to archive 

the records. All soft copy backups will be continued to be stored in the server and in disks.  

145. Compliance with loan covenants. The Programme generally complied with the Programme 

Loan Covenants. As stipulated in Para 21 of the LTB, the auditors for a particular fiscal year 
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should be appointed within ninety days of the beginning of the fiscal year. Thus the auditors of 

2016 should have been appointed within 31 March 2016 which was not done. To this extent the 

stipulations of the LTB was not adhered to. . Section 7.6 of Schedule 1 is partly compliant, as all 

the executive staff of FA could not be inducted. 

146. Counterpart Financing. Until 31 May 2016, GoA has released a sum aggregating USD 11.863 

million) as contribution of counterpart funds which includes a sum of USD 1.848 million 

representing counterpart contribution for the year 2016. Against the total amount of USD 11.863 

million released by the GoA, the expenditure actually borne by the GoA until 31 May is 

USD 9.92 million. The amount budgeted for the GoA contribution in the AWPB for the year 2016 

was USD 2.489 million against which the GoA government provided an amount of USD 0.64 

million in its budget. However the actual money released by the GoA for 2016 amounted to 

USD 1.86 million. 

E4 Partners’ performance 

147. Based on the following, Partners’ performance in RACP is rated as moderately satisfactory. 

148. There would have been the option to manage Component 1 as a regular Programme 

component by the PIU. However, in applying an innovative sector development approach, it 

was decided to set up FA as a limited company independent from the PIU. Besides FA, the 

other technical partners in implementation of Component 1 should have been the Union of 

Exporters of Armenia (concerning export activities), CSL and ADRP. For already described 

reasons these partners never became relevant, also not the Federation of Agricultural 

Associations. 

149. The management performance under the first FA director and the commercial understanding of 

the role of FA were not satisfactory as the establishment of planting orchards was much too 

slow and costs have been high compared to current overheads and upcoming revenues. Not 

much was handled differently with the new management: the manager of the FA nursery was 

appointed as FA Managing Director, responsible for the overall tasks of FA as well as for 

nursery and orchard management. FA's performance lacked through the entire Programme 

duration the entrepreneurial spirit to manage – in a profitable way - a horticultural service 

company. The performance of FA as implementing partner under Component 1 is assessed as 

unsatisfactory. 

150. Within Component 2, the GoA contribution, including 10% cash contribution of investment cost 

and about 17% of the VAT exemption of infrastructure investment related works and services 

contracts were provided timely. Requests for amendments in Financing Agreements including 

rename and open up the use of the Component 2.2 for irrigation infrastructure, and reallocation 

of Component 1.1 funds for Component 2.1 PUI were relevant. The overall performance of the 

Government is rated moderately satisfactory. 

151. Adequate confidence with benefitting communities and individual beneficiaries were built by the 

RACP PIU during the implementation. The application of at least 10% cash contribution by 

beneficiaries for public infrastructure development could be considered as adequate in terms of 

increased sense of ownership and enhance sustainability from the benefitting communities. 

However, as proved by the results of actual implementation, the proposed 10% beneficiary 

contribution was extremely difficult to be implemented in the context of targeted poor 

communities and marzes. In all the communities visited by the PCR mission, the proposed 10% 

contribution for infrastructure investments were exceeding significantly or almost equal to the 

communities` total annual budget. Hence benefitting communities had to request the GoA’s, 

marz authorities or private business subsidy to fulfil the requirements for selection which ended 

up being an intervention of about 100% financed by the Government or other donors with very 

little sense of ownership. This implies that the realistic contribution must be set right in the 

future projects/programmes by taking into consideration the actual economic situation in the 

proposed area (considering in-kind contribution or small symbolic contribution such as the cost 
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for connexion to water supply systems in order to make sure the beneficiaries will have access 

to water by the end of the construction intervention).  

152. The performance of service providers and contractors involved in the feasibility studies, 

development of engineering designs, supervision and works implementation under the 

Component 2 is moderately satisfactory. The overall quality of feasibility studies for proposed 

investments and engineering designs were of acceptable level. However, improvement is 

needed in technical solutions for the wastewater/sewerage treatment systems and structures in 

irrigation systems design. 

153. The works implemented in gas and drinking water supply systems, as well as solar water 

heating systems were of good quality. Quality of ancillary structures such as division boxes, 

gates etc. implemented in some irrigation schemes need to be redone properly while the 

rehabilitated assets are still within the guaranty/maintenance period. Consequently, the 

performance of supervision services was not adequate for some of the sites. Particularly, 

mission noted inadequate capacity of site supervisors in some of the schemes visited. 

E5 Quality of supervision and implementation support  

154. Component 1: IFAD provided comprehensive implementation support, but the challenges 

faced in implementing Component 1 exceeded the support provided. The first supervision 

missions were still positive about the chosen approach in setting up a state-owned company as 

driver of the implementation process. In particular, managerial problems were expected as main 

obstacle in implementation.    

155. The three changes of IFAD CPMs resulted in a significant disruption in the institutional memory 

and thus, a MTR at the end of year 3 (2014) was not officially scheduled. A supervision mission 

under guidance of a new CPM fielded end of 2014 categorized RACP as “problem Programme” 

and brought up significant changes (consolidation of FA activities and reallocation of IFAD 

funds). In light of the agreed changes, the mission was later classified as MTR.
26

  

156. Further Programme implementation required a close follow-up from IFAD; especially IFAD 

CPOs were in close contact with FA management; however, the support was more on progress 

in technical aspects (orchard development) than on assessing strategic processes, which were 

left to FA. 

157. Component 2: The feedback from the PIU on the quality of IFAD supervision and 

implementation support for Component 2 was positive in general, particularly starting with MTR 

mission with qualified technical support by regular missions in terms of supporting the 

proposals selection, design review and works supervision. However, a concern was expressed 

in terms of slow and late decision made with regard to reallocation of unused funds under the 

Component 1, resulting in very short time remaining for selection and implementation of 

additional schemes. 

158. The M&E Unit did not receive specific implementation support by IFAD; most supervision aide-

memoires did not asses the M&E performance sufficiently; more guidance would have been 

required. Furthermore, IFAD did not request the PIU to prepare important, basic operational 

documents, such as the Programme Implementation Manual (PIM), the M&E Plan or the 

baseline survey at Programme start. 

159. IFAD supervision and implementation support is rated “moderately satisfactory” since the RACP 

FA approach was absolutely new in IFAD and the (changing) teams in charge showed high 

commitment. Still, IFAD should have assessed carefully the quality of the support needed.  
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Given that the 2014 Supervision mission recommended the significant shift in resources from Component 1 to 

Component 2, IFAD ultimately decided to “rename” the supervision mission and call it an MTR. The TOR, however, had 

been prepared for a supervision mission. 
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E6 RACP internal rate of return  

160. In line with RACP design report an economic and financial analysis (EFA) was conducted at 

completion, to assess (financial viability) the internal rate of return and the net present value of 

RACP activities and investments. Two indicative production models, a value chain (FA) model 

and two representative infrastructure models (gas and drinking water supply) were 

considered.
27

 The analysis is conducted for a 20-years period capitalizing on the cash flows 

analysis of what has already occurred and discounts the post completion onwards. An overall 

negative EIRR of 5% was recorded, compared with a positive 15% at appraisal, and a negative 

NPV of the net benefit stream (discounted @ 10%) of USD 11 613 million. It was PRC mission 

assessment that it is too early to assess any benefits that could be derived from the programme 

investments given the implementation delays and bottlenecks associated with Component 1 

and Component 2. The EFA results indicate that RACP performance based on the economic 

and financial analysis is unsatisfactory. 

F. Sustainability 

161. Based on the following, the sustainability of RACP is rated as moderately unsatisfactory. 

162. Institutional sustainability. At Programme's end the sustainability under Component 1 is not 

given; neither of FA as commercial company nor of the management of the orchards; to achieve 

sustainability of the started horticultural production, a few more years of financing would be 

needed, especially for investments in irrigation and maintenance. But even with a bridge 

financing over the next two-three years, the institutional responsibility for maintenance and 

marketing remains unclear. The commitment of the GoA seems to be limited and the 

stakeholders’ interest alone is not sufficient. For FA a suitable hand-over strategy in form of the 

required exit strategy was never produced and the conditions necessary for a post-Programme 

sustainability are not given.  

163. The situation under Component 2 looks more promising as PUI and VCI have achieved their 

goals almost from a technical point of view (i.e. drinking water and gas pipes build towards the 

houses). If all the targeted beneficiaries will effectively get connected is still uncertain but over 

the next years a strong increase in connectivity is expected. For Component 2 the conditions 

necessary for a post-Programme sustainability have been built up: WUAs are present and able 

to maintain the systems; municipalities and/or service providers will ensure constant provision 

of drinking water. Completed infrastructure investments undergo a multi-step process of check 

and controls during handing over to the entities that then receive the facilities as fixed assets to 

their balance sheet. This ensures, in principle at least an annual nominal allocation for O&M. 

IFAD financing is still available under the new IRFSP to support capacity building activities for 

O&M of Water supply schemes. 

164. Social sustainability. Looking at the quality of the targeted societies after Programme end it is 

obviously that the people will in mid- or long-term benefit from water and gas connections as 

well as from irrigation schemes. Most likely the involved farmers having been involved in FA 

activities will not, or at least as a majority, benefit from the Programme and are therefore in 

most cases not better off after than before the Programme.  

165. Technical sustainability. The approach of FA did not encourage farmers to get involved in 

orchard management. As FA managed the orchards without integrating farmers, the 

Programme is not sustainable as the landowners are not trained to take over and continue the 

activities done by FA in the past. However, poles and wires, drip irrigation, hail nets and more 

were under discussion but finally not implemented. Therefore, the orchards might be lost if no 

further investments, in particular on-field irrigation is installed.  
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 The Sub-Component 2.2 with irrigation schemes has not been economically analysed as it was just a support 

measure for Component 1 and also because relevant data have not been available. 



REPUBLIC OF ARMENIA 

Rural Assets Creation Programme 

Project completion report 

 

 

26 

166. Sustainability of rural infrastructure depends mainly on adequate technical solutions, quality of 

works implemented and proper operation and maintenance. With regard to quality of technical 

solutions (engineering designs) the PCR mission found it generally adequate with the 

exemption of the design of the sewerage system in village Isahakyan, Shirak marz. Minor 

omissions were noted by the mission also in the designs of irrigation schemes, such as not 

considering of some of the existing structures (division boxes, gates, etc.) for improvement. As 

per the quality of works implemented, all sites have either recently been completed or were at 

completion stage. They are all within guarantee / maintenance period. The gas and CWS 

systems, solar water heating systems, wastewater / sewage systems and pipelines in irrigation 

systems are of acceptable quality, could become operational as soon as households are getting 

connected; that again will depend if they are willing and able to pay for the services; the use of 

water systems is more likely than the one of gas.  

G. Lessons learned 

167. Programmatic approach. The RACP design followed a more programmatic approach in 

addressing the challenges in the rural areas from different points of view (two separate 

components). The two components did not complement each other; only the IFAD funded Sub-

Component 2.2 on rural roads and value chain investments was seen as directly 

complementary to Component 1. The design left the implementation of the two main 

components to two institutions (management of Fruit Armenia Company and PIU) working at 

different levels for the common objectives. In component 1, the theory of change was based on 

the idea of establishing a private firm directly responding to the challenges in the fruit and nut 

sector, and developing the land of smallholder farmers into viable orchards later to be managed 

by the rural farmers. The design should have focused on the development phase of first 

preparing and training farmers before investing in modern technologies. In contrast, 

Component 2 followed the conventional approach in rural infrastructure development in 

providing access to gas and water supplies to improve rural livelihoods. While implementation 

of the Rural Infrastructure Component followed the well-known ‘routines’ able to adapt to 

changes and achieved what has been finally agreed; implementing comprehensive activities of 

Component 1 through a newly set up “public-private” company became a major risk for RACP.  

168. Private sector approach. Still, implementing the major component in form of a private sector 

company is worthwhile to be considered as long as this is managed by the private sector and 

not by Government institutions. The design report highlighted that of critical importance for the 

success of FA would be the standard of its strategic and operational management. Due to the 

relatively complex and demanding nature of the FA operations, involving activities from nursery 

production and contract farming to high volume exports, it had been seen important to support 

the operations and management of FA with high calibre international technical assistance 

during the first years of its operations. Therefore, starting from 2012, FA was supported by an 

international senior technical advisor; the contract was terminated in October 2013 after 

15 months. The assumption that international expertise would facilitate the setting-up of the 

business was not confirmed. 

169. Implementation modalities. Development projects need guidance and control. RACP was 

largely challenged because on one hand the PIU – as a Programme steering body - was not in 

charge to overlook the almost independent management of FA and to guide their activities. On 

the other hand, the established board of directors with only two experienced representatives of 

the private sector could not replace the PIU's control function.   

170. Rural asset creation. The Programme was well designed in that the main component – 

establishing a commercial enterprise to promote the horticultural sector – was directly linked to 

an infrastructure sub-component that should have provided the necessary value chain 

infrastructure; first rural roads for transport and later also irrigation schemes. Whereas the value 

chain infrastructure sub-component went well, the Fruit Armenia activities struggled from the 
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beginning. The MTR in late 2014 stopped further major funding for component 1 and looked for 

an alternative use of the substantial remaining funds. Finally it was agreed that the remaining 

funds will be reallocated to the sub-component Public Utilities Investments. Through this 

change in direction, the rural asset creation was shifted in favour of public assets instead of 

private assets. Still, investments in irrigation systems (Sub-component 2.2.) will contribute to 

the value of land, and thus to private asset creation.  

171. Programme preparation and targeting. Innovative solutions in agricultural development are 

bringing in new technologies or management approaches that are solving part of the problems 

of the target group. Therefore a proper analysis of farming systems at design stage is a must to 

ensure relevant investments. A more in-depth need assessment of the horticultural community 

should have been part of this preparation phase and the findings should have been better 

communicated to the envisaged beneficiaries. The Programme design was based on an 

economic vision that was not yet tested in a similar environment. No proper targeting strategy 

was undertaken at design to better guide Programme interventions. 

172. Interest in contract farming and land aggregation. The initial approach of contract farming 

on aggregated land requires close cooperation of farmers and trust among them, first of all to 

join into such arrangements, later to share and coordinate the work in the orchard and finally to 

decide jointly on the future of the contract after 12 years. Contract farming experiences exist in 

Armenia mainly in production for the wine industry. The industry provides inputs and is known 

for reliable payments. The cooperation of farmers and industry is based on long-term 

experiences and trust and contracts are signed on individual base between farmers and the 

wine industry. Contracted farmers are not organised in groups or cooperatives. 

173. So far, producer groups and farmers’ cooperatives are rare in Armenia. Smallholder farmers are 

still oriented at traditions, and trust is an important precondition for any cooperation. Existing 

farmers groups in Armenia often cooperate in collective measures such as joint input 

purchases, sharing experiences etc. The farmers having only small land plots for orchards 

(below 1 ha in average) are aware of the need for land acquisition to enlarge farming 

operations. But to aggregate land within a group to larger plots for collective production, 

farmers clearly state that this would take many years of negotiations. Although farmers are 

experienced in contracting farming on their vineyards, the plots are still not aggregated. 

174. Due to the problems in aggregating land of the farmers in the target regions FA decided for 

leasing the land at favourable terms for the farmers. It has been reported that the leasing offer 

was attractive to many rural households willing to join into FA contracts and even some were 

disappointed not to be chosen, e.g. due to small land plots or problems in including their plot 

into the cluster. This interest and willingness to join was less based on the interest in improving 

farm and orchard management or in new technologies etc. In many cases farmers provided 

their land because it was of low value or abandoned land: the driving force into contracts with 

FA was mostly the perspective of additional income. Farmers expected FA to install all 

necessary high-end equipment (drip irrigation, hail protection) in the orchards ensuring high 

yields and thus, high revenues. However, FA reported that farmers show little interest in 

participating in planting and maintenance activities. Thus, undertaking proper targeting and 

need assessment at Programme design is fundamental for rural development projects. 

175. Quality of beneficiary participation. Main beneficiaries of RACP were poor smallholder 

producers of fruit and nuts. After contracting arrangements the participation of smallholder 

farmers in FA activities was focussing on contributing (paid) labour to the establishment and 

maintenance of the orchards, although it was foreseen to increase farmers’ responsibilities in 

orchard management where applicable. Training on enabling beneficiaries to improve their 

skills in orchard management, marketing and other related aspects in fruit production 

businesses have not been provided, since FA had not built the necessary capacities for service 

provision. Market related efforts of FA were not shared with the beneficiaries; this includes 

decision on suitable fruits: Priority had been given to walnuts and sweet cherries for export 
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markets generating 75% of the income expected from the orchards. Other fruits such as plums, 

nectarines and sour cherries only contribute 25% to the projected revenues although covering 

66% of the contracted land. While walnuts are well known in handling, sweet cherries are 

perishable and difficult in harvesting and transport; a concern farmers raised in discussions. 

The decision on the fruits planted was only with FA, although significant differences in terms of 

handling and projected revenues occurred.   

176. Exit strategy. FA management and Board were not able to prepare conducive exit strategies, 

neither for the company nor for the signed contracts with farmers. The initial design of the 

orchards under contract did not allow an easy division of the land. However, since only 

seedlings have been planted and no innovative technologies have been installed, the division is 

possible. The legal status of FA as a company is still open, and thus, also the legal status of the 

contractual arrangements with farmers, but FA management and Board did not follow IFAD’s 

recommendations to prepare for the future at an early stage.  

177. Human resources and training.  Fruit Armenia was set up as a private sector company with a 

management board but involved mainly civil servants and consequently the entrepreneurial 

spirit was never developed. Running a commercial company needs commercial experience; in 

the case of FA the technical aspects have been over weighted as it could be seen in the 

background of the two directors; both had good technical skills (genetics, plant propagation and 

others) but deficits in commercial areas, even in Programme management. The lessons 

learned show that e.g. there was overstaffing as there was no need to have a technical director 

plus 3 agronomists in the field for 85 ha; however a director with an entrepreneurial 

understanding might have made the Programme implementation more successful.  

178. The sustainability of a Programme depends to a large deal on the involved human resources; in 

case good people remain available during the Programme but also for up-coming projects, 

institutional memory will be captured. The salary levels of the Programme staff – not only of FA 

- need to be competitive. The Programme staff were working at salaries fixed at the Programme 

design without annual increment. The salary packages offered by private sector companies are 

at least 50 to 100% higher. In view of the rising demand of skilled staff from private industries in 

the sectors of banking, communications, energy and insurance sectors, retaining of skilled staff 

would be a challenge for existing or future IFAD projects. Revision of salaries for staff to a 

realistic level needs to be considered by IFAD to ensure continuance and retaining of skilled 

staff in the Programme.  

179. To implement development projects in countries, qualified and experienced staff are essential. 

In case that there are some knowledge deficits IFAD might react faster in providing financial 

management and other trainings at the very beginning. Such an approach would help that the 

trainees are better aware of the IFAD's procedures and expectations. Moreover if training will 

not be restricted to head of departments but offered to all levels, the knowledge transfer would 

speed up. 

H. Conclusions and recommendations 

180. RACP was classified as a problem Programme during MTR, but the main conclusions of the 

programme implementation refer to the lessons learnt with regard to Programme design based 

on innovative features and new approaches which had not yet proven to be successful.  

181. The overall rating of RACP performance at completion is judged moderately unsatisfactory. This 

reflects the performance of Component 1 as unsatisfactory and Component 2 as moderately 

satisfactory. This rating was given to RACP as Component 1 was with its innovative feature 

from IFAD perspective the most important part of this Programme.  

182. An innovative Programme design with a commercial company as the potential driver of the 

horticultural sector, an application of state-of-the-art horticulture and backward linkages to 

smallholders are worthwhile to be discussed at the design phase. However innovation is not a 
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virtue by itself. The Programme design should have been based on an in-depth agricultural 

analysis (farmers’ interest and market demand); the design chosen made it difficult to change 

the direction in implementation.  

183. This refers also to the exit strategy, especially for the time after IFAD financing. As FA was set 

up as a private limited company, the risks involved were not sufficiently addressed in the 

design. A clear exit strategy (reflecting also the risks involved) with or after IFAD financing was 

not included in the design and also not developed during implementation.  

184. Future pro-poor interventions should always be designed based on a thorough analysis of 

farming and livelihoods’ systems of poor rural producers and on a comprehensive gender 

analysis. To this end, there should always be detailed analysis of target beneficiaries with 

extensive consultation of expected, future beneficiaries to define interventions that will be 

relevant to address their needs and constraints. 

185. The chosen programmatic approach with two main components was not ideally designed to 

ensure linkages between the components. On the other hand, the infrastructure investments 

were not negatively affected by the failure of FA. To the contrary, the PIU was able to absorb 

the reallocated funds from Component 1 and ensured rapid implementation of required rural 

water supplies contributing to improved rural livelihoods. With investments into irrigation 

schemes, the Programme could keep the agricultural objectives not to turn exclusively into a 

village based public infrastructure Programme.  

186. Programme steering should be exclusively with the PIU; future project designs should not 

establish separate entities outside the responsibility of PIU. Successful Programme 

management needs well trained staff, who have to be adequately paid.  

187. IFAD might strengthen its internal systems for the supervision of “problem projects”, with the 

organization of more frequent supervision and implementation support (which may require 

additional resources) in addition to quarterly progress reporting by the PIU, if needed. More 

balanced design adapted to the local environment and capacities is recommended for future 

successful project implementation in Armenia.  

 

 

 

. 
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Appendix 1: TOR of the completion review mission 

A. Background 

RACP became effective in May 2011 and is completing on 30 June 2016. The RACP represents an 
investment of over USD 52 million financed by IFAD, OFID, the Government of Denmark, the Government of 
Armenia, financial institutions and Programme clients. It aims to improve the economic and social status of 
poor rural people in Armenia. The RACP constitutes the sixth IFAD-financed Programme in Armenia.  

The Programme duration is five years. The RACP brings together three Financing Agreements signed 
among the GoA and the Programme Financiers:  

(a) The Financing Agreement between the GoA and IFAD was signed on 30 November, 2010. The 
IFAD loan and grant entered into force in May 2011 and are both scheduled for completion in 
June 2016. The Closing Date is thus December 2016. In 2015 the Financing agreement was 
revised and IFAD funds were reallocated among the components. 

(b) The Financing Agreement with OFID was signed on 8 June, 2011. Due to the amendment of the 
OFID Loan Agreement concerning the nomination and specifying the scope of activities of the 
Loan Administrator,  the actual  implementation of the Rural Infrastructure component started in 
2012 (upon approval of the amendment). Therefore, the Closing Date of withdrawals of the loan 
has been extended until 30 September 2016. 

(c) The Financing Agreement for the Danish grant was signed on November 29, 2013 by IFAD, and 
countersigned by the GoA on 23 December 2013. The document entered into force on 11 April, 
2014. The Danish Programme was revised in 2015 with the extension of Completion Date until 
30 September 2O17 and the Closing Date until 31 December 2017. 

The goal of the RACP is to reduce rural poverty in Armenia, its objectives are: (i) the establishment of an 
economically viable fruits and nuts sector with backwards linkages to poor rural smallholders; (ii) the 
establishment of an entity (to be fully privatized) for delivery of services to the fruits and nuts sector; and (iii) 
the removal of infrastructure bottlenecks that inhibit increasing participation of the economically active rural 
poor in enhanced commercialization of the rural economy. The RACP comprises three components: (i) 
Support to Fruits and Nuts Sector Component, (ii) Rural Infrastructure Component; and (iii) Programme 
Organization and Management.  

The Support to Fruits and Nuts Sector Component seeks to increase poor smallholder assets and incomes in 
the Programme area through linking them to the Armenian fruit and nut value chains. This will comprise the 
establishment of Fruit Armenia (FA) as a Joint Stock Company. FA is intended carry out the following 
functions: (a) maintaining a central nursery, a tissue laboratory, and mother trees for the multiplication of root 
stock and other selected varieties; (b) establishing orchards, contracting farmers in the nuts and fruit sector 
and training of contract farmers in all aspects of orchard management; (c) maintaining a pack house and 
processing units for fruits and nuts; and (d) support for marketing on domestic and international markets, 
organizing the logistics of sales, branding and advertising, and post-sales services. The component is also 
expected to (a) liaise with the Union of Exporters of Armenia; and( b) train poor smallholders. 

The Rural Infrastructure Component addresses the need of continued public investments in Rural 
Infrastructure in order to: (i) improve livelihoods and economic growth in disadvantaged rural communities; 
and (ii) support the achievement of the full economic potential of the beneficiary clusters identified and 
supported under Component 1, Support to the Fruits and Nuts Sector. Accordingly, the Rural Infrastructure 
Component would consist of two sub-components: Public Utilities Investments (PUI) and Value Chain 
Infrastructure (VCI). The PUI sub-component supports investments for the construction or rehabilitation of 
public utilities in disadvantaged mountain areas with high poverty incidence manifested in terms of lack of 
assets and income, e.g. landlessness, small holdings, unemployment and negligible off-farm enterprise 
development. The component is financed and supervised by OFID. The VCI sub-component supports 
investments in piped irrigation and ancillary structures that complement and strengthen Programme 
investments under the Support to Fruits and Nuts Sector Component. 
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Programme target areas are Aragatsotn, Lori, Shirak, Vayotz Dzor, Syunik, Gegharkunik and Tavush marzes 
of the Republic of Armenia. Fruits and Nuts Sector Development Component of the programme will be 
implemented only in Tavush and Vayots Dzor Marzes of Armenia and in selected sites of Aragatsotn Marz.  

B. Objectives and Output of the Mission 
 
Between 20 June and 8 July 2016, a mission will travel to Armenia to undertake a Programme Completion 
Mission including (i) an assessment and analysis of the impact of the Programme at the level of its 
components and on its overall impact in terms of poverty reduction and strengthening of the nut/stone fruit 
sectors; and (ii) the production of the Programme Completion Report (PCR) in accordance with quality 
expectations and IFAD format for PCRs (see below). The elaboration of the PCR shall follow IFAD’s 
guidelines for Programme Completion. This entails that the assessment of programme impact include the 
following domains: (i) physical assets; (ii) food security; (iii) environment and common resource base; 
(iv) human assets (targeting); (v) social capital (targeting) and environment; (vi) agricultural productivity 
improvements; (vii) institutions and services; (viii) financial assets; and (ix) markets, innovation, 
sustainability.   
 
The PCR should pay special attention in identifying the factors and drivers that influenced 
9reinforced/hindered) the capacity/capability of the programme to achieve the expected results (in terms of 
programme outputs, outcomes, objectives and impact). The PCR should analyse both successes and 
shortcomings in order to draw lessons for the future.  In this context, the mission is expected to:  

(a) Prepare a factual review of the programme implementation, including its cumulative physical 
implementation achievements and financial expenditures and assessing its results and 
development outcomes indicating where it has been successful and where it has failed in the 
course of its implementation; 

(b) Analyse whether the use of programme funds is commensurate with the attainment of physical 
progress and the timely procurement and disbursement activities; 

(c) Analyse the programme relevance as regards its intervention strategy and pertinence to the 
needs of the rural poor (both at household and at small-scale producers level);  

(d) Assess the efficiency of programme organisation and management, reporting, effectiveness of 
the M&E system and follow-up on primary stakeholders’ reactions to Programme activities; 

(e) Assess the relevance and effectiveness of the support services (technical assistance and 
training) offered to the beneficiaries, primary stakeholders and staff. This relative to the design 
objectives, expected results and outcomes and assess the extent to which these services have 
been provided based on need assessment and followed up to determine their impact; 

(f) Assess the quality and impact of the partnerships and cooperation established  with institutions 
and service providers; 

(g) To assess the prospects of sustainability of Programme benefits beyond Programme completion 

(h) Assess the degree of compliance with the financing agreements; 

(i) Identify and describe factors and constraints that have influenced programme implementation, 
including technical, procedural and administrative, managerial, organisational, institutional and 
socio-economic policy factors, in addition to external factors that were not foreseen at the 
moment of the Programme design and that may have influenced (positively or negatively) 
programme implementation and outcomes and impact at the  level of the beneficiaries;  

(j) Evaluate the performance of the coordination team in the implementation of the programme.  
The assessment should cover: 

 

 Procurement of goods and services; 

 Quality of supervision; 

 Efficiency in fund administration; 
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 Ability to anticipate problems and extend implementation support; 

 Adequacy of reporting, of the operational IFAD recommendations and of the effectiveness 
in following-up these recommendations;  

 Identify how this has affected Programme performance; and 

 Draw lessons learned that their relevance for future IFAD operations 

 
While in Armenia, the mission will work closely with the colleagues from the Programme Implementation Unit 
(PIU), Fruit Armenia and the Ministry of Agriculture, as appropriate.  
 

C. Methodology 
 
The mission will use a mix of quantitative and qualitative tools in order to form an informed judgement on 
overall Programme performance and results. For transparency and accuracy purposes, it is important that 
the consultation with Programme stakeholders should be as large and inclusive as possible and the list of 
persons to be met by the mission will require careful consideration. 
 
Primary sources of information will include Programme reports and documents (supervision reports, MTR 
report, progress reports, AWPB, etc.), M&E and MIS data (including RIMS data), any surveys or specific 
studies undertaken by the Programme (including the RIMS/Programme impact survey), PMU and service 
providers’ records and the records of the groups supported by the Programme. These sources will be used 
extensively in order to generate quantitative information on Programme results or estimate Programme 
efficiency. 
 
In addition to primary sources of information, the mission will collect relevant data from secondary sources, 
such as national and local statistics, other donors’ statistics, the civil society, private sector entities (trade 
associations, universities, etc.). These will be used mainly to breach information gaps on certain issues or to 
cross-examine the data generated from other sources.  
 
In case sufficient or reliable impact data is not available, the mission should undertake a mini-survey while in 
the field in order to collect basic information from a small sample of respondents (to be selected using the 
most appropriate sampling method). To this end, a questionnaire should be developed before the field work 
starts. 
 
In addition and in order to gather an in-depth understanding on certain issues, collect stakeholders’ feedback 
and generate important insights, the mission will use a variety of qualitative tools, such as key informants’ 
interviews, focus group discussions and rapid case studies. Before starting the field work, it is important that 
the mission dedicates sufficient time to prepare the necessary interview guides.  
 
The method of direct observation will also be used by the mission. A large sample of Programme sites, or 
locations where Programme activities took place, will thus be visited in order to collect impressions and 
feelings, verify that reported interventions took place, confirm that they met expected quality standards and 
beneficiaries’ needs, or to take note of the external context of Programme intervention. Selection of 
Programme sites will require careful consideration in order to avoid biases. 
 
If found useful, the organization of a stakeholders’ workshop either before the beginning of the field work  or 
towards the end of the mission, can be envisaged in order to collect initial feedback on Programme 
performance or to share the  mission’s preliminary findings. 
 
12. In order to strengthen the analysis and overcome the weaknesses, intrinsic biases and the problems 
that may be associated with a single method, the mission will “triangulate” all findings, combining methods 
and data sources in order to cross-examine initial findings. 
 

D. Assignments for Mission Members 
 
The detailed scope of work of mission members is provided below. 
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The Team Leader will: 

(a) Direct the overall completion process, in close collaboration with the PIU and the mission 
members. 

(b) Be responsible for the coordination of the mission activities and assigning tasks among mission 
members. 

(c) Review the programme description and the implementation arrangements. 

(d) Provide an overall assessment of the programme strategy and approaches. 

(e) Assess the programme’s relevance both at the level of each component and sub-component 
and at overall level. 

(f) Assess programme’s overall development effectiveness in terms of achieving expected results, 
reaching the expected outcomes and impacts both  for each component and at the overall 
Programme level  

(g) Analyse programme costs and financing in collaboration with the PIU and the Finance Officer. 

(h) Lead the formulation of analytical mission findings and finalize the PCR and relevant Annexes. 

(i) Prepare the programme environment impact statement. 

(j) Will review, comment and make some proposals to ensure the sustainability of the exit strategy 
as submitted by Fruit Armenia. 

 

Rural Infrastructure specialist, will assess the implementation progresses of the IFAD-financed 
infrastructure under the programme. More specifically, in close cooperation with the mission members, he 
will: 

(a) Assess the overall performance of the IFAD-financed infrastructure activities, their compliance 
with the Programme Design Report and the consecutive AWPBs, their quality and their 
contribution to sustainable rural development.  

(b) Assess the actions taken following the recommendations of the December 2015 Supervision 
Mission. 

(c) Assess the effectiveness of the realised infrastructure works in terms of expected results, 
(development) outcomes and impact at the level of the beneficiaries.  

(d) Review the performance of the IFAD-financed infrastructure with respect to monitoring and 
evaluation, gender focus, poverty focus, targeting approach, knowledge management, 
sustainability as well as quality of service providers the Programme collaborated with. Draw 
lessons learnt and good practices to be replicated. 

(e) Contribute to the write-up of the Completion Report sections in regard of the IFAD-financed 
infrastructure – specifically in relation to projects targeting approaches. 

(f) Prepare a working paper analysing the efficiency and effectiveness of the rural infrastructure 
(mainly in terms of its impact on sustainable rural development) highlighting achievements, 
reflecting on the lessons learnt and on the replicability (scaling-up) for future projects.  

 

Financial Management and Procurement specialist, will be responsible for assessing the relevance, 
effectiveness, efficiency and impact of the fiduciary aspects of the programme as they relate to the financial 
management arrangements of the programme with reference to IFAD "Financial Management Assessment 
Guidelines". The assessment of the financial management of the programme will include: 
 

 Reviewing the efficiency of the programme’s financial management, highlighting any issues 
related to flow of funds, financial record keeping, and timely provision and quality of audit reports, 
taking note of any evidence of prevention of avoidable cost overrun or realization of cost savings. 

 Reviewing the results of the latest External Audit Report (including specifically the Management 
letter) to ascertain whether any issues raised by the auditor may deter the process of loan closing 
or any other issues related to the programme closing.  
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 Reviewing the functionality of the accounting system and the financial reporting system; where is 
required the preparation of consolidated financial statements, test the correctness/completeness 
of consolidations activities. 

 Reviewing a sample Withdrawal Applications sent after the last supervision, and Statement of 
Expenditures to verify adequacy, completeness and validity of claims (the list of tested SOEs will 
be included in the technical document on fiduciary aspects). 

 Reviewing compliance with Financial Covenants. 

 Drawing up the disbursement of the Programme by category, components, and financiers and 
compare the disbursements to the forecast made in the design of the programme in order to 
highlight any significant discrepancies compared to the initial estimates.  

 Assessing the adequacy of the financial projections in the original programme design, highlighting 
significant deviations from original estimates.  

 Reviewing the programme financing plan and assess the timeliness and adequacy of financing 
contributions, taking note of any significant revisions to the financing arrangements and 
amendment to the loan agreement approved during the programme life.  

 Closely reviewing and monitor with the PIU the Procurement Plan and ensure that only contracts 
executed by programme completion date are paid. 

 Ensuring that procurement files are complete and obtain missing documents from the 
programme. 

 The verification of the terms of the contracts awarded and the commitments and disbursements 
made and obtain copies of approved contracts not yet submitted to IFAD. 

 Reviewing the programme assets: specifically check whether an allocation plan of pre fixed 
assets has been developed by the programme. Check if a property inventory was made and if its 
valuation was made in the financial statements of the programme.  

 Reviewing the cash flow plan for the programme until the closure date and the related recovery 
plan. Check the correct application of the plan by the PIU and/or analyse the impact of possible 
cash flow stress on completion and closing activities and make recommendations. 

 Assisting the PIU in making an estimation of winding-up expenditures, including salaries and 
allowances of key programme staff, operating costs, Programme completion report costs and 
final impact assessment study if applicable, and final audit report fees. 

 Checking whether suitable arrangements have been made for archiving and document retention 
of the programme (for the next ten years, as provided by general conditions). 

 Reviewing the dismissal plan of Programme staff and people and especially the key staff held by 
the programme until closure: assess the actions taken and to be taken by the programme and 
recommend appropriate solutions if necessary. 

 Reviewing actions taken to address recommendations of previous years supervision missions, 
recommendations raised by external auditors on previous year(s) management letters. 

 Reporting on lessons learnt in terms of financial management and make recommendations for 
Phase III.  

 Contribute to the write-up of the Mission findings and Programme Completion Report and 
relevant Annexes covering Programme financial management, procurement and fiduciary 
aspects. 

Economic and Financial Analysis specialist, will assist the mission leader to: 

(a) Provide a comprehensive status of funds sources, including counterpart funds (community 
contribution) and funds from external sources. 

(b) Analyse the Programme costs for the various activities and achievements. 



REPUBLIC OF ARMENIA 

Rural Assets Creation Programme 

Project completion report 

Appendix 1: TOR of the completion review mission 

 

36 

(c) Review the efficiency of the overall implementation process, including IFAD’s and partners 
implicated during Programme implementation . 

(d) Identify, assess and analyse the benefits (outcomes and results) generated by the Programme 
to the benefit of the directly and indirectly targeted populations. 

(e) Conduct the analysis of various data needed for the ex-post economic and financial analysis of 
the Programme. 

(f) Undertake the financial and economic analysis of the Programme. As an integrated community 
development intervention the EIRR should be calculated both as: (i) against the investments in 
productive enterprise; and (ii) against the total programme costs. 

(g) Write an annex of the PCR on the ex-post economic and financial analysis of the Programme. 

Targeting, M&E and KM, will closely work with the PIU to: 

(a) Assess the relevance and the efficiency of the targeting strategy for both components with a 
particular focus on gender.  

(b) Review and assess projects results, development outcomes and impacts against projects 
overall intent and objectives and its logical framework. 

(c) Assess the programme’s efficiency in delivering tangible and non-tangible benefits to the 
targeted households and small scale producers - assess the programme’s effectiveness. 

(d) Assess overall programme’s impact, validating the insights provided by the impact assessment 
study carried out by the PIU. 

(e) Assess the sustainability of programme interventions by validating the opinions obtained from 
discussions with stakeholders.  

(f) Analyse the innovation and lessons learnt of programme interventions and assess the potential 
for replication and scaling-up (knowledge management). 

(g) Assess the performance of partners. 

(h) Synthesize the lessons learned from the programme, including the implementation of activities.  

 

Programme Officer, will: 

(a) Together with the mission leader, coordinate the completion mission in collaboration with the 
PIU, Fruit Armenia and the mission members. 

(b) Check upon the completion of the MTR's and last supervision mission's agreed actions. 

(c) Ensure the overall responsibility for liaising with the Government and discussion of the mission 
findings. 

(d) Discuss with the Ministry of Agriculture the lessons learnt and how to articulate them in the light 
of the new design to start in early 2017.   

.   
E. Deliverables 

(a) Key findings summary with the main conclusions and lessons learnt emerging from programme 
implementation. 

(b) A Draft Completion Report to be discussed and finalized in a stakeholders wrap-up meeting with 
the PIU, Fruit Armenia and the relevant Government Authorities. 

(c) A full Programme Completion Report, inclusive of individual team members’ technical 
annexes/appendixes. 

 



REPUBLIC OF ARMENIA 

Rural Assets Creation Programme 

Project completion report 

Appendix 1: TOR of the completion review mission 

 

37 

F. Indicative Mission Itinerary  

 20 June: Arrival of the team. 

 21-22 June: preparatory meeting, discussion of the agenda, confirmation of field visits and 
clarifications on impact assessment report. 

 23 - 30 June: Field visits (see below the proposed marzes). 

 1 - 4 July: Report writing in the capital. 

 5 July: Meeting with GoA Chief of Staff (for the CPM) and stakeholder wrap-up meeting. 

 8 July: Official departure of the mission. 

Field visits (suggested Marzes): 

 Tavush: Fruit Armenia's orchards, infrastructure (solar heating, water disposal, drinking water, 
irrigation and gas) 

 Vayots Dzor: Fruit Armenia's orchards, infrastructure (drinking water, irrigation and gas) 

 Aragatsotn: Fruit Armenia's orchards, infrastructure (drinking water and gas) + Fruit Armenia 
nursery 

 Lori: infrastructure (solar heating, water disposal, drinking water and gas) 

Optional: Syunik and Gegharkunik marzes: infrastructure (drinking water and gas) and Shirak for 
infrastructure (water disposal, drinking water and gas). 
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Appendix 2: List of persons met 

 

Institution / company Mr / Mrs Name SURNAME 

    
 Mr. Gagik ALOYAN, Head of the Community 
Armplast Mr. Sargis ARAMYAN, Foreman 
 Mr. Artavazd ARSENYAN, Head of the Community 
 Mr. Lorik BADIRYAN, Head of the Community 
State Independent 
Expertise of Engineering 
Designs  

Mr. Ashot GEVORGYAN, Site Supervisor 

WUA "Yeghegnadzor" Mr. Grigor GRIGORYAN, Deputy Director 
Fruit Armenia Mr. Dr. Hovik HOVHANNISYAN, Executive Director 
 Mr. Sirak HOVSEPYAN, Head of the Community 
AM Partners Mr. Vahe MAMBREYAN, Managin Partner 
 Mr. Suren MARTIROSYAN, Head of the 

Community 
Gharabakhtsyanshin Mr. Karen MIHRANYAN, Foreman 
State Independent 
Expertise of Engineering 
Designs  

Mr. Suren MNATSAKANYAN, Site Supervisor 

WUA "Noyemberyan" Mr. Ashot NASIBYAN, Water Master 
WUA "Yeghegnadzor" Mr. Hazarapet NAZARYAN, Executive Director 
 Mr. Andranik PAPIKYAN, Head of the Community 
 Mr. Araik PARANYAN, Head of the Community 
 Mr. Narek SAHAKYAN, Head of the Community 
 Mr. Vahram SHAROYAN, Head of the Community 
 Mr. Harutyun TARLANYAN, Head of the Community 
Gharabakhtsyanshin Mr. Ashot TOROSYAN, Engineer 
WUA "Noyemberyan" Mr. Gagik VERANYAN, Deputy Director 
WUA "Noyemberyan" Mr. Sedrak YESAYAN, Executive Director 
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Appendix 3: PCR rating matrix 

 

 

 
 

PROJECT NAME: Rural Asset Creation Programme 

PROJECT ID: 1538 

BOARD APPROVAL DATE: 16 September 2010 

ENTRY INTO FORCE: 02 May 2011 

PROJECT COMPLETION DATE: 30 June 2016 

LOAN CLOSING DATE: 31 December 2016 

IFAD LOAN AND GRANT (USD MILLION): SDR 9 230 000 

TOTAL PROJECT FINANCING:  USD 41 628 670 

IMPLEMENTING AGENCY: Prime Minister’s Office 

 

Criterion 
PCR 

Rating 

Project Performance 

 Relevance 4 

 Effectiveness 3 

 Efficiency 3 

 Sustainability 3 

Rural poverty impact 

 Households’ incomes and assets 3 

 Human and social capital and empowerment 3 

 Food security 4 

 Agricultural productivity 4 

 Institutions and policies 3 

 Overall rural poverty impact 3 

Additional evaluation criteria 

 Gender equity and women's empowerment 3 

 Access to markets 2 

 Innovation 2 

 Potential for scaling up 3 

 Environment and natural resource management 4 

 Adaptation to climate change 4 

 Targeting and outreach 3 

Partners performance 

 IFAD’s performance 4 

 Government performance 4 

Overall project achievement:  3 
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Appendix 4: Rural Assets Creation Programme logical framework 

Appraisal logframe 

Results at completion (30 
June 2016) 
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Results at completion 
(30 June 2016) 
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Expected 
results 

Verifiable Indicators Expected results Verifiable Indicators  

Goal: Rural 

poverty in 
Armenia 
reduced. 

10% reduction in the number of 
rural people living on 
< USD 4.30/day. 

Not measured, but assumed 
nil. 

0% 

Goal: Rural 

poverty in 
Armenia reduced. 

10% reduction in the number 
of rural people living on 
< USD 4.30/day. 

Not measured, but 
assumed nil. 

0% 

At least 20% of households 
involved in RACP activities 
increase household asset 
ownership. 

Not measured, but assumed 
nil. 

0% 

At least 20% of households 
involved in RACP activities 
increase household asset 
ownership. 

Not measured, but 
assumed nil. 

0% 

Development 
objectives: 

Viable fruits and 
nuts sector with 
backward 
linkages to poor 
rural 
smallholders 
established. 
Fruit Armenia 
fully privatised. 

At least 10% increase in exports 
of fruits and nuts by PY5. 

No results. 0% 
Development 
objectives: (i) 

Increased 
incomes and 
assets generated 
by small-scale 
producers, and 
small and medium 
sized agricultural 
product 
processors 
providing impact 
on poverty 
groups.(ii) 
Improved quality 
of life of target 
population. (iii) 
Fruit Armenia  on 
track to become 
operationally 
sustainable by 
2016. 
 

10% increase in income for 
target households 
participating in the 
Programme activities 
resulting from investments by 
end PY 6. 

Not measured, but 
assumed nil. 

0% 

At least 10% of commercially 
oriented farmers in the sector 
have established contractual 
arrangements by PY5. 

    

At least 1500 full-time and 
seasonal jobs created by PY5. 

No data. n.d. 

A minimum of 1 500 additional 
rural poor smallholder farmers 
take up at least one of improved 
technologies by PY5. 

Not achieved. 0% 

Fivefold increase in the value 
of land put under orchards by 
Fruit Armenia. 

Current estimated value 
of a productive orchard 
is reported to be 3 to 5 

times the value of 
unproductive land. 

However, there are no 
productive orchards at 

completion. 

0% 

At least 3 000 ha of land put 
under fruits/nut production. 

85 ha of orchards 
established 

3% 

A business plan detailing key 
milestones for privatisation 
developed by PY 3. 

No valid business plan 
accepted by IFAD. 

  

Fruit Armenia fully privatised by 
PY 8. 

Not achieved.   
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Appraisal logframe 

Results at completion (30 
June 2016) 
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Results at completion 
(30 June 2016) 
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Expected 
results 

Verifiable Indicators Expected results Verifiable Indicators  

Outcomes Outcomes 

Human and 
financial assets 
of participating 
households 
sustainably 
improved. 

At least a fivefold increase in the 
value of fruit/nut orchard land. 

Current estimated value of a 
productive orchard is 

reported to be 3 to 5 times 
the value of unproductive 

land. However, there are no 
productive orchards at 

completion. 

3% 

Human and 
financial assets of 
participating 
households 
sustainably 
improved. 

At least 80 ha of land of 
smallholder farmers put 
under fruits/nut production. 

85 ha of orchards 
planted with nut fruit 

trees. 
106% 

A business plan detailing 
operations of FA until 2028 
developed by 2016. 

No valid plan accepted 
by IFAD. 

0% 

 Fruit Armenia consolidated 
by 2016. 

FA not yet consolidated 
and at risk financially 

and economically. 
0% 

A reduction of at least 50% in 
wood used for heating/ cooking in 

villages where gasification 
introduced by PY5.  

Not measured, but assumed 
to be negligible as only 1214 
households are connected 

to gas. 

n.d. 

  

A reduction of at least 50% in 
wood used for heating/ 
cooking in villages where 
gasification introduced by 
PY5.  

Very few gas or water 
pipe connections yet. 

Some anecdotal 
evidence that some of 

the few connected 
households use the 
water for backyard 
garden irrigation. 

0%  At least 10% reduction in 
work days lost. 

At least 10% reduction in work 
days lost. 

Not measured, but assumed 
to be nil. 

0% 

Effectiveness of productive 
infrastructure on 1,700 ha of 
farmland increased through 
improved irrigation efficiency. 

Outputs Outputs 

1.   Private 
sector based 
joint stock 
company set up. 

1.1. Fruit Armenia breaks even by 
PY4. 

Not achieved. 0% 

1. Fruit Armenia: 
Private sector 
based joint stock 
company set up. 

1.1.  Fruit Armenia breaks 
even in 2020. 

Appears very unlikely. 0% 

1.2. At least 7 nurseries procure 
stocks from Fruit Armenia by PY 
5. 

Not achieved. 0%   
1.2.  Secured bridge 
financing 2016-2019. 

Not realized. 0% 

1.3. Fruit Armenia establishes 
contract farming arrangements 
with at least 450 poor smallholder 
farmers by PY5. 

Contracts established with 
131 landowners, but 

improper contract farming 
arrangements. 

27%   

1.3.  A business plan 
detailing operations of FA 
until 2028 developed by 
2016. 

No valid plan accepted 
by IFAD yet. 

0% 
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Appraisal logframe 

Results at completion (30 
June 2016) 

%
 a

p
p

ra
is

a
l 

ta
rg

e
t 

m
e

t Revised logframe 

Results at completion 
(30 June 2016) 

%
 M

T
R

 t
a

rg
e

t 

m
e

t 

Expected 
results 

Verifiable Indicators Expected results Verifiable Indicators  

1.4. At least 300 ha of new 
orchard land put under production 

by PY3. 

85 ha of orchards 
established 

28% 

  
1.4.  Agreed exit strategies 
with contracted smallholder 
farmers in 2016.  

Not realized. 0% 

  

1.5.  Outsourcing 
agreements signed with 
private sector companies in 
2016. 

Not realized. 0% 

2.  Internationally 
acceptable 
certification 

facilities 
established. 

2.1. 40% increase of fruits and 
nuts production that meets 
international quality standards by 
PY 5. 

Not achieved. No productive 
orchards at completion. 

0% 

2. Public utilities 
services: Rural 

Infrastructure that 
improves 

livelihoods and 
facilitates 

commercial 
farming put in 

place. 

2.1.   33,750 Households 
receiving (infrastructure) 
Programme services 

16832 households with 
potential access to 

improved infrastructure 
50% 

2.2. At least two certification 
facilities financially sustainable by 
PY 5. 

Not achieved. 0% 
2.2.   130 Communities 
receiving (infrastructure) 
Programme services 

81 rural town or villages 
with improved irrigation, 

drinking water or gas 
infrastructure 

62% 

3.  Rural 
infrastructure 
that facilitates 
commercial 
farming put in 
place. 

3.1. At least 15 villages 
connected to markets by feeder 
roads (40 km) by PY5. 

Not achieved. 0% 

3. Value chain 
infrastructure: 

Rural 
infrastructure that 

facilitates 
commercial 

farming put in 
place. 

3.1.   95 communities 
benefitting from gas 

51 rural towns or 
villages (54% of MTR 

target) connected to the 
secondary gas 

distribution network. 

54% 

3.2. At least 20% reduction in 
post-harvest losses after road 
construction. 

Not achieved. 0% 
3.2.   25,000 Households 
benefiting from gas 

14,873* households may 
potentially be 

connected to the gas 
network (59% of MTR 

target); but only 1310 ( 
5% of MTR target) were 
actually connected at 

completion. (OFID 

financing) 

5% 
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Appraisal logframe 

Results at completion (30 
June 2016) 

%
 a
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a
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ta
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t Revised logframe 

Results at completion 
(30 June 2016) 

%
 M

T
R

 t
a

rg
e

t 

m
e

t 

Expected 
results 

Verifiable Indicators Expected results Verifiable Indicators  

3.3. Gasification of 95 villages 
(about 100 000 households) 
completed by PY 5. 

51 rural villages and towns 
connected (54% target), with 
6368 households (6% target) 

that may potentially be 
connected to the gas 

network; but only 1214 (1% 
target) were actually 

connected at completion. 

1% 
3.3.   35 Drinking Water 
Systems 
constructed/rehabilitated 

n  74% 

3.4. Improved drinking water 
supply provided to at least 35 
villages (33 000 households) by 
PY 5. 

14 communities with 
improved drinking water 

supply (40% target) 
potentially benefitting  6861 

households (21% target); 
but 0 households connected 

at completion. 

0%   
3.4   8,250 HH benefiting 
from Drinking Water Systems 
constructed/rehabilitated 

12,736 households can 
potentially be 

connected (154% MTR 
target), but none were 

yet connected at 
completion. (6,861 hhs 
for IFAD; 5,875 HHs for 

OFID) 

0% 

Additional results achieved (not planned at appraisal but agreed post MTR)  are 
presented in MTR logframe. 

  

26 communities with an 
improved drinking water 

supply system. 
74% 

      

  

3.5   400 ha of land under 
irrigation schemes 
rehabilitated benefitting 500 
HHs  (OFID) 

550 ha of command area 
under the rehabilitated 

irrigation schemes 
(OFID financing) 

138% 

      

  

2,180 households in the 
command area of 

improved irrigation 
schemes (436% MTR 

target) (OFID financing). 

436% 

      
  No data. n.d 
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Appraisal logframe 

Results at completion (30 
June 2016) 

%
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t Revised logframe 

Results at completion 
(30 June 2016) 
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Expected 
results 

Verifiable Indicators Expected results Verifiable Indicators  

      

  

3.6.  700 ha farmland under 
irrigation schemes 
constructed /rehabilitated 
benefitting 1,200 HH across 
12 Rural Communities (IFAD) 

29.6 km of irrigation 
canals rehabilitated with 
IFAD financing, with an 

expected command area 
of 852 ha  (48% MTR 

target) . 

122% 

      

  

1423 households in the 
command area of 

rehabilitated  irrigation 
schemes (52% of MTR 

target) 

119% 

      

  
11 communities with 
access to improved 
irrigation system. 

92% 

      

  

3.7.   10% increase of area 
under orchards in 
rehabilitated irrigation 
schemes.  

No data. 
no 

data 

      

  

3.8 .  12 processors engaged 
with primary producers in 
rehabilitated irrigation 
schemes. 

No achievements. 0% 

    
  

4 Municipal Water 
Management Units 
strengthened 

Staff of 2 municipalities 
trained 

50% 

    
  

Improved WASH awareness 
across 22 villages 

22 villages sensitized 100% 

    
  

Pilot wastewater facilities 
serving 3 villages 

Schools and portion of 
village covered in 3 

villages 
50% 

    
  

Pilot solar heating systems in 
5 villages 

Installed in 4 villages 80% 
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Appendix 5: Dates of supervision and follow-up missions 

Type of Mission and date 

 

Leading agency Mission Composition  

Supervision 1 

30 August - 17 September 2011 

 

IFAD  

 

Mr. Henning V. Pedersen, Country Programme 

Manager; 

 

Ms. Dina Saleh, Portfolio Advisor; 

 

Mr. Mikael Kauttu, Associate Country 

Programme Manager; 

 

Mr. Michele Pirazzoli, Infrastructure Specialist; 

 

Dr.Jorma Ruotsi, Rural Finance Specialist; and 

 

Ms. Denisa Butnaru, Finance Specialist. 

 

Other Mission 2 

27 September – 14 November 

2011 

 

Business plan for Fruit Armenia 

 

IFAD Mr. Peter F. Christensen, Development 

Economist/TL; and 

 

Ms. Carola Baran, Business Development 

Specialist. 

 

Follow up and Implementation 

support 3 

15-26 May 2012 

 

IFAD  

 

Mr. Henning V. Pedersen, Country Programme 

Manager; and 

 

Mr. Mikael Kauttu, Associate Country 

Programme Manager. 

 

Supervision 2 

5-23 November 2012 

IFAD Mr. Mounif Nourallah, Country Programme 

Manager and Mission Leader;  

Ms. Dina Saleh, Portfolio Advisor;  

Mr. Mikael Kauttu, Associate Country 

Programme Manager;  

Mr. Michele Pirazzoli, Infrastructure Specialist;  

Dr.JormaRuotsi, Rural Finance Specialist; and 

Ms. Denisa Butnaru, Finance Specialist. 

Other Mission 3 

16-21 December 2012 

Technical support to PIU on 

planning and reporting 

 

IFAD Mr. Mikael Kauttu, Country Programme 

Manager. 
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Supervision 3 

9-25 September 2013 

 

 

 

 

 

IFAD Mr. Jens Kristensen, Rural Business Specialist;  

Mr. Nodar Mosashvili, Procurement Specialist;  

Mr. Vishwanath Mannava, Finance Officer;  

Mr. Harry Denecke, Infrastructure Specialist; 

and 

Mr. Mikael Kauttu, Programme Officer and Team 

Leader.  

Implementation Support and 

Follow up 4 

5-10 October 2014 

 

 

IFAD  

 

Mr. Patrick Herlant, CPM; and 

 

Mr. Mikael Kauttu, Programme Officer. 

Supervision 4 

23 November – 10 December 

2014 

 

 

IFAD Ms. Sigrid Giencke, Rural business Specialist; 

 

Mr. Michele Pirazzoli, Infrastructure Specialist; 

 

Mr. Vish Mannava, Financial Management 

Specialist; 

 

Mr. Mikael Kauttu, Associate Country 

Programme Manager, TL; 

 

Mr. Hugo Lehoux, Agronomist; 

 

Mr. Patrick Herlant, CPM (from 3 to 5 

December); and 

 

Ms. Sylvia Schollbrock, Portfolio Adviser (from 

30 November to 9 December). 

 

Mid-Term Review 

2 – 8 November 

24 November – 9 December 2014 

IFAD Ms. Sigrid Giencke, Rural Business Specialist;  

 

Mr. Michele Pirazzoli, Rural Infrastructure 

Specialist;  

 

Ms. Sylvia Schollbrock, IFAD Portfolio Adviser;  

 

Mr. Vishwanath Mannava, Financial 

Management Specialist;  

 

Mr. Armen Asatryan, Economist;  

 

Mr. Nerses Kostanyan, Horticulturalist; and 

 

Mr. Mikael Kauttu, IFAD Programme Officer and 

Team Leader. 

 



REPUBLIC OF ARMENIA 

Rural Assets Creation Programme 

Project completion report 

Appendix 5: Dates of supervision and follow-up missions 

 

51 

 

Supervision 5 

22 September – 2 October 2015 

 

IFAD Ms. Sigrid Giencke, Mission leader;  

 

Mr Michele Pirazzoli, Rural Infrastructure 

Specialist;  

 

Ms. Denisa Butnaru, IFAD Procurement 

Specialist; 

 

Mr. Kajal Chakraborty, Financial Management 

Specialist;  

 

Mr. Mikael Kauttu, IFAD Programme Officer; and 

 

During part of its stay, the mission was 

accompanied by Mr. JesperToftlund, DANIDA. 

 

Implementation Support (M&E) 

18-27 April 2016 

 

IFAD  

 

Mr. Samir Bejaoui, Programme Analyst; and 

 

Mr. Alberto Suppa, M&E Consultant. 
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Appendix 6: Summary of amendments to the loan agreement 

        Category Loan Allocation in SDR   Grant Allocation in SDR 

  

As per Original   
Loan  
Agreement  
dated 
30 November,  
2010 

As per 
Amendment 
dated  
8 November  
2013 

As per 
Amendment 
dated 12 August 
2015 

  As per Original  
Loan Agreement 
dated 
 30 November, 
2010 

As per 
Amendment 
dated  
8 November 
 2013 

As per 
Amendment 
dated  
12 August 
 2015 

        
1 Civil Works For  

          (a) Contracted Works for Rural  
         Transportation Infrastructure               730.000                        -    

        (b) Design and Supervision for 
         Rural Transportation Infrastructure                 65.000                        -    

     

           (aa) Contracted Works for Value  
          Chain Infrastructure 

 
             730.000  

        (bb) Design and Supervision for 
           Value Chain Infrastructure 

 
               65.000  

     
        

        
           (aaa) Construction / Rehabilitation  of Public Utilities, 
             Water  Supplies, Natural Gas  supplies and  
             storm   water drainage system.   

  

           
4.275.293  

       (bbb ) Construction / Rehabilitation  
              of Public Infrastructure and Water  
              Supply  

  

              
909.290  

       (ccc)  Design and suppervision of  
              works and engineering  services .   

  

              
469.777  

    
        
   [ See Note 1 ] 

       
        
II Equipment . Goods and Vehicles               110.000               110.000  

              
110.000  

    III Training . Technical Assistance  
    and Specialist service               370.000               370.000  

              
191.108  

   
         154.278  
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IV Fruit Armenia Financing            6.720.000            6.720.000  

           
2.189.532  

 

              
330.000           330.000           175.722  

    [See Note 3 ] 
       

        
V Recurrent Costs               755.000               755.000  

              
755.000  

    
VI Unallocated                150.000               150.000                        -    

    

        

   [ See Note 2 ]            8.900.000            8.900.000  
           
8.900.000    

              
330.000           330.000           330.000  

 
 

 

Notes 
 

In the first amendment there was no change in the amount of allocation. However, civil works as well as design and supervision of civil works were now 

planned to be made for rural value infrastructure from that of rural transportation infrastructure as originally envisaged 

Based on a recommendation of the MTR, in the final amendment, substantial part of FA Financing was reallocated to a new type of civil works namely namely 

construction and rehabilitation of public utilities, water supplies, natural gas and storm water drainage system.  

The category of Fruit Armenia Financing was substantially slashed down and funds reallocated to civil works for public utilities and value chain infrastructure 

Legend (a) and (b) represents the names of the category as originally proposed. These have been renamed as (aa)/ (bb) and (aaa)/(bbb) to indicate the 

change in the nature of category on each amendment of the loan agreement which was amended twice. 
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Appendix 7: Actual Rural Assets Creation Programme costs 

1. Appendix 7(a) and Appendix 7(b) respectively show the detailed category wise and component wise break up of such expenditure, financier wise. 

Appendix 7 (a) 

Appraisal and actual Programme costs by component up to 31st May 2016. Figures in USD'000. 

  Financiers                     

  IFAD   Grant   OFID 

  Appraisal  Actual %   Appraisal  Actual %   Appraisal  Actual % 

Support to 
Fruit and Nut 
Sector                       

Establishment 
of Fruit 
Armenia 10,198 2,286 22,42   500 271 54,13               -        

Promotion of 
Standards 
and Exports 532       -           -                    

                        

Rural 
Infrastructure                       

Public Utlility 
Investments             -    4,237        -              18,803 

  
17,678  94,02 

Value Chain 
Infrastructure 1,332 1,434 107,66                 

                        

                        

Programme 
Management  1,426 1,531 107,36               -    17 -   1,204 

    
1,200  99,67 

                        

 
Total 13,488 9,489 70,35   500 288 57,59   20,007 

  
18,878  94,36 

 

mailto:=@sum('exp%20by%20category%20'!F8+'exp%20by%20category%20'!F9
mailto:=@sum('exp%20by%20category%20'!F8+'exp%20by%20category%20'!F9
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  Financiers                   

  Govt   Beneficiaries Total 

  Appraisal  Actual %   Appraisal  Actual % Appraisal  Actual % 

Support to Fruits and Nuts Sector                     

Establishment of Fruit Armenia 2,249 224 10   0   0.00 2,249 224 9.98 

Promotion of Standards and 
Exports 

20 0 0         20 0 0.00 

                  0   

Rural Infrastructure                 0   

Public Utility Investments 7,360 8,949 122   2,679 2,737 102.18 10,039 11,687 116.42 

Value Chain Infrastructure 1,067 546 51   379 94 24.91 1,446 640 44.28 

                  0   

                  0   

Programme Management  327 200 61       0.00 327 200 61.07 

                      

Total 11,023 9,919 90   3,058 2,832 92.61 14,081 12,751 90.56 
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Expenditure by Category as at 31 May 2016 

 

Appendix 7(b). Figures in USD'000 

 

Disbursement 
category 

IFAD Loan   Grant     Government OFID   Beneficiaries   Total 

  Apprsl Actual %   Apprsl Actual %   Apprsl Actual % Apprsl Actual %   Apprsl Actual %   Apprsl Actual % 

Civil Works  1,227 5,137 418,66            -         -      8,088 8,945 110,60 17,485 16,908 96,70   3,059 3,054 99,84   29,859 34,044 114,02 

Design and 
Supervision 

105 534 508,57            -      339 551 162,54 1,319 771 58,45           1,763 1,856 105,28 

 Equipment, 
Goods and 
Vehicles 

168 166 98,81            -         -      40 31 77,50          -              208 197 94,71 

 Training and 
Technical 
Assistance 

585 153 26,15            -    17      -                -    14        -             -              585 184 31,45 

 Recurrent 
Costs and 
salaries 

1,204 1,212 100,66            -        307 155 50,49 1,204 1,200 99,67           2,715 2,567 94,55 

 FA Funding 10,197 2,287 22,43   500 271 54,20   2,249 223 9,92          -              12,946 2,781 21,48 

Total 
PROGRAMME 
EXPENDITURE 

13,486 9,489 70,36   500 288 57,60   11,023 9,919 89,98 20,008 18,879 94,36   3,059 3,054 99,84   48,076 41,629 86,59 
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Appendix 8: Physical progress tables 

  Component 1: 
Marz Community Crop Area 

(ha) 

Year of 

establish-

ment 

Planting 

scheme 

Number of 

land 

owners 

Tavush Archis Peach-nectarine 4.5 2013 4.5x1.5 10 

Ptghavan Sweet cherry 3.1 2015 5x4 21 

4.9 

Walnut 3.8 2014 7x7 

Debedavan 

 

6 

Peach-nectarine 2 2015 4x1.5 11 

Plum 4 

Ara

gatsotn 

Aragatsavan 

16.4 

Sour cherry 14 2014 4x2.5 11 

Sweet cherry 2.4 4x5 

VayotsDzo

r 

Arin Walnut 17.2 2014 7x7 16 

Vernashen Sweet cherry 4.02 2015 5x4 19 

Khndzorut Sweet cherry 5.2 2015 5x4 18 

Azatek Sweet cherry 6.5 2014 4x2.5 25 

Plum 8.2 2015 4x1.5  

Peach 2.7 2015 4x1.5 

Walnut 2.2 2014 7x7  
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Component 2: Physical and Financial Progress as of 30 June 2016 
 

 

# 
Infrastructure/Com

munity 
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Contract Cost (AMD) Contract Terms 
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Start 
Completio

n 

Water Supply (RACP/CW/ICB-2015/073 - 1) 

1 Isahakyan* Shirak 149,733,117 94,830,974 14,973,312 24,955,520 14,973,312 2-Nov-15 2-Aug-16 149,733,117 98,791,789 65.98  100        

2 Shirakavan Shirak 187,921,232 119,016,780 18,792,123 31,320,205 18,792,123 2-Nov-15 2-Aug-16 187,921,232 127,231,641 67.70  100        

3 Arevik Shirak 220,733,381 139,797,808 22,073,338 36,788,897 22,073,338 2-Nov-15 2-Aug-16 224,456,209 126,695,575 56.45  100        

4 VerinKarmiraghbyur Tavush 187,835,312 118,962,364 18,783,531 31,305,885 18,783,531 2-Nov-15 2-Aug-16 187,835,312 111,383,827 59.30  100        

5 Lusagjugh Aragatsotn 406,460,304 257,424,859 40,646,030 67,743,384 40,646,030 2-Nov-15 2-Aug-16 406,460,304 258,545,076 63.61  100        

6 Baghanis* Tavush 256,334,159 162,344,967 25,633,416 42,722,360 25,633,416 2-Nov-15 2-Aug-16 261,133,217 197,702,142 75.71  100        

7 
Bagravan* (Norshen), 
Anipemza 

Shirak 268,615,626 170,123,230 26,861,563 44,769,271 26,861,563 2-Nov-15 2-Aug-16 268,615,626 161,680,749 60.19  100        

8 Jrapi Shirak 150,778,626 95,493,130 15,077,863 25,129,771 15,077,863 2-Nov-15 2-Aug-16 150,778,626 69,451,005 46.06  100        

9 Aragatsavan* Aragatsotn 1,066,095,660 675,193,918 106,609,566 177,682,610 106,609,566 2-Nov-15 2-Aug-16 1,152,893,656 965,915,605 83.78  100        

10 Ttujur 
Gegharkuni
k 

201,770,708 127,788,115 20,177,071 33,628,451 20,177,071 2-Nov-15 2-Aug-16 201,770,708 93,775,284 46.48  100        

11 Katnajur Lori 167,063,544 105,806,911 16,706,354 27,843,924 16,706,354 2-Nov-15 2-Aug-16 179,754,942 162,332,180 90.31  100        

12 Rind  VayotsDzor 310,619,907 196,725,941 31,061,991 51,769,985 31,061,991 2-Nov-15 2-Aug-16 310,619,907 232,741,862 74.93  100        

13 Nor Yedesia Aragatsotn 344,993,659 218,495,984 34,499,366 57,498,943 34,499,366 2-Nov-15 2-Aug-16 335,960,028 319,162,027 95.00  100        

14 Shenavan Aragatsotn 584,121,460 369,943,591 58,412,146 97,353,577 58,412,146 2-Nov-15 2-Aug-16 584,121,460 291,970,894 49.98  100        

Sub-Total Water Supply 
 

4,503,076,695 2,851,948,574 450,307,670 750,512,783 450,307,670     4,602,054,344 3,217,379,656 69.91          
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Irrigation Schemes (RACP/CW/ICB-2015/073 -2)  

1 Debedavan Tavush 76,339,327 52,165,207 7,633,933 12,723,221 3,816,966 2-Nov-15 3-Mar-16 78,302,040 74,386,938 95.00  100  80 978,775 2,051 

2 Archis Tavush 20,993,879 14,345,817 2,099,388 3,498,980 1,049,694 2-Nov-15 3-Mar-16 21,623,998 20,542,798 95.00  100  27 800,888 1,679 

3 Lchkadzor* Tavush 81,496,020 55,688,947 8,149,602 13,582,670 4,074,801 2-Nov-15 3-Mar-16 82,289,640 78,175,158 95.00  100  67 1,228,203 2,574 

4 Haghtanak* Tavush 119,491,644 81,652,623 11,949,164 19,915,274 5,974,582 2-Nov-15 21-Mar-16 133,547,761 126,870,373 95.00  100  75 1,780,636 3,732 

5 Ptghavan Tavush 94,582,423 64,631,322 9,458,242 15,763,737 4,729,121 2-Nov-15 8-Jun-16 98,665,168 93,731,910 95.00  100  87 1,134,082 2,377 

6 Areni VayotsDzor 74,229,716 50,723,639 7,422,972 12,371,619 3,711,486 2-Nov-15 8-Jun-16 79,158,764 75,200,826 95.00  100  45 1,759,083 3,687 

7 Getap* VayotsDzor 95,271,516 65,102,203 9,527,152 15,878,586 4,763,576 2-Nov-15 8-Jun-16 93,318,798 88,652,858 95.00  100  80 1,166,484 2,445 

8 Azatek* VayotsDzor 190,035,102 129,857,320 19,003,510 31,672,517 9,501,755 2-Nov-15 3-Mar-16 211,024,147 200,472,940 95.00  100  150 1,406,827 2,949 

9 Vernashen VayotsDzor 31,298,514 21,387,318 3,129,851 5,216,419 1,564,926 2-Nov-15 3-Mar-16 31,295,629 29,730,848 95.00  100  21 1,490,268 3,124 

10 Yelpin* VayotsDzor 76,510,366 52,282,083 7,651,037 12,751,728 3,825,518 2-Nov-15 8-Jun-16 77,557,378 73,679,509 95.00  100  120 646,311 1,354 

11 Arin VayotsDzor 99,421,385 67,937,946 9,942,139 16,570,231 4,971,069 2-Nov-15 8-Jun-16 99,421,385 94,450,316 95.00  100  100 994,213    2,084 

Sub-Total Irrigation Schemes 
 

959,669,892 655,774,426 95,966,989 
159,944,98

2 
47,983,495     

1,006,204,70
8 

955,894,473 95.00    852 1,180,991 2,475 

Wastewater and Solar Water Heating (RACP/CW/ICB-2015/073 -3) 

1 
Water Disposal (Sewerage) in 
Isahakyan* 

Shirak 55,480,472 46,233,727   9,246,745   5-Apr-16 30-Jun-16 55,480,472 35,258,791 64 100        

2 
Water Disposal 
(Sewerage)(Bagravan)* 

Shirak 13,293,263 11,077,719   2,215,544   5-Apr-16 30-Jun-16 13,293,263   -    100        

3 
Water Disposal (Sewerage) and 
Solar Water Heating Systems in 
Lusagyugh 

Aragatsotn 12,488,754 10,407,295   2,081,459   5-Apr-16 30-Jun-16 12,488,754 6,513,546  52 100        

4 
Solar Water Heating Systems in 
Katnajur 

Lori 2,500,000 2,083,333   416,667   5-Apr-16 30-Jun-16 2,500,000 2,500,000 
    

100 
100        

5 
Solar Water Heating Systems in 
Anipemza* 

Shirak 1,300,000 1,083,333   216,667   5-Apr-16 30-Jun-16 1,300,000 1,300,000 
    

100 
100        

6 
Solar Water Heating Systems in 
Vazashen* 

Tavush 1,400,000 1,166,667   233,333   5-Apr-16 30-Jun-16 1,400,000 1,400,000 
    

100 
100        

Sub-Total Wastewater and Solar 
Water Heating  

86,462,489 72,052,074   14,410,415       86,462,489 46,972,337 
      

54 
        

     TOTAL   
5,549,209,0

76 
3,579,775,0

74 
546,274,65

9 
924,868,17

9 
498,291,16

4 
    

5,694,721,54
1 

4,220,246,465  74         

Source: PIU Database. 

*Sites visited by the PCR Mission. 
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Appendix 9:  RIMS Data 

 

RIMS data (cumulative results as of 30 June 2016) 

Results Unit 

2015 AWPB target Cumulative targets 

Planned 
target  

Actual 
results 

% 
AWPB 

Appraisal 
target 

Actual 
results 

% 
appraisal 

Total outreach: 

People receiving Programme services 

Number 
     

99.596  
  0% 314.700   6.635   2% 

Male 
     

48.606  
  0% 154.614       

Female 
     

50.990  
  0% 160.086       

Component 1: 

People trained in crop production and technologies Number 
            

30  
              
-    

0% 
           

150  
              

85  
57% 

  Male 
            

30  
              
-    

0% 
           

135  
              

26  
19% 

  Female 
              
-    

              
-    

  
              

15  
              

24  
160% 

People trained in post-production, processing and 
marketing 

Number 
              
-    

              
-    

  
              

30  
               
-    

0% 

  Male 
              
-    

              
-    

  
              

27  
               
-    

0% 

  Female 
              
-    

              
-    

  
                
3  

               
-    

0% 

Hectares of land under better production practices Hectares 
              
-    

              
-    

  
           

300  
              

85  
28% 
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Component 2: 

People receiving Programme services 

Number 
       

6.720  
       

6.550  
97% 

    
314.550  

        
6.550  

2% 

Male 
       

4.480  
  0% 

    
154.479  

 no data    

Female 
       

2.240  
  0% 

    
160.071  

 no data    

Other infrastructure constructed (secondary gaz networks) 

Number 
            

46  
            

20  
43% 

              
95  

              
51  

54% 

Km of 
pipes 

          
298  

          
180  

   N/A  
           

447  
  

Drinking water systems constructed/rehabilitated 

Number 
            

24  
               
1  

4% 
              

35  
              

26  
74% 

Km of 
pipes 

          
282  

            
81  

29%  N/A  
              

98  
  

Irrigation schemes constructed/rehabilitated 
Km of 
canal 

       N/A  
          

29,6  
  

Land under irrigation schemes constructed/rehabilitated Hectares 1167 190 0,16281 400 550 138% 
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Appendix 10:  Rural Assets Creation Programme internal rate of 
return (detailed analysis) 

1. RACP declared effective on 2011 and was implemented over the period 2011-2016 with a 

total cost of USD 52.35 million of which a financing gap comprised of a "To be determined" 

USD 2.27 million and USD 2.0 million from USAID which were both not materialised. 

RACP's key development objectives are the establishment of an economically viable fruits 

and nuts sector with backwards linkages to poor rural smallholders using FA as a vehicle for 

sector development; and the removal of infrastructure bottlenecks that inhibit increasing 

participation of the economically active rural poor in enhanced commercialization of the rural 

economy. RACP comprised three components that included: (i) Support to Fruits and Nuts 

Sector; (ii) Rural Infrastructure; and (iii) Programme Management. 

RACP Ex-post EFA 

2. This appendix presents the ex-post economic and financial analysis (EFA) of the 

programme upon completion and assesses for efficiency. The EFA aims to demonstrate the 

benefits of the RACP activities, compared with that at appraisal, while considering the risks 

and changes during programme implementation. Due to immaturity of benefits to be derived 

from programme activities caused by implementation delays, the analysis built on data 

collected from various sources that included PIU, Fruit Armenia Joint Stock Company (FA 

JSC), Impact Assessment (IA) study, PCR mission estimates and observations as well as 

some interviews with (limited) farmers in the field. 

3. In line with the ex-ante analysis, the assessment of the Programme financial viability was 

based on two indicative production models primarily prepared to serve as building blocks for 

the analysis, these included peach(as a proxy stone fruit) and walnuts, and a FA model, 

where it is assumed that farmers would be provided with a strong vertically-integrated 

contract farming arrangement ensuring financing and technically sound development of 

modern orchards resulting in high produce quality and quantities of fruit and nuts demanded 

by the export market. In addition, two other representative infrastructure models (gas and 

drinking water supply) were also considered. The PCR mission was unable to interact with 

beneficiary farmers currently using water of the irrigation pipeline developed by RACP as it 

is too early to assess the actual benefit from the CWS and irrigation improvement because 

the works have been completed recently or are at the completion stage. As a result, 

expected potential benefits of irrigation infrastructure and related costs are not included into 

the analysis. These newly rehabilitated irrigation schemes however, could be of a potential 

immediate use as of the next cropping season to generate some benefits for beneficiary 

smallholder farmers depending on reliability of irrigation water supply and farmers' ability to 

cope with the challenges of possible expected changes in the cropping pattern. 

Production Models 

4. It is evident that, the delay in Programme start up, the slow implementation and very limited 

progress towards programme objectives, which led to the postponement of programme 

benefits, has resulted in the concentration of investments over a shorter period - towards the 

end of the programme. This has not only, negatively, affected the yields of the indicative 

production models at Programme completion (to minimal) but also further delayed the 

expected orchard maturity and full development. Ex-post results of the production models 

summary and comparison of income for the "with programme" scenarios are presented in 

Table 1 below, while details are provided in Appendix10 Tables 1 & 2. 
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Table 1:  Ex-ante vs. Ex-post Production Financial Budgets Summary 

Item Stone Fruit Walnuts 

 Ex-ante Ex-post Ex-ante Ex-post 

Gross Output, AMD       

With Programme 6 144 600 3 006 531 4 620 000 799 834 

Total Inputs, AMD       

With Programme 3 164 638 483 808 474 437 447 979 

Gross Margin, AMD       

With Programme 2 979 962 2 522 723 4 145 563 351 855 

Gross Margin, USD       

With Programme 7 740 5 289 10 768 738 

With Programme Benefit/Costs Ratio 1.9 6.2 9.7 1.8 

     

IRR, % 39% 32% 48% NA 

NPV @10% (AMD) NA 2 734 592 NA (2 640 442) 

 

Note: Ex-post full development for peach orchard is Y8 instead of Y6 (as in Ex-ante), while it is 

Y12 for walnuts. 

 

FA JSC Model 

5. The FA model is the most important model in determining overall programme viability, where 

a key assumption to the profitable connection of poor smallholder producers to the fruit and 

nut value chains is assurance of uniform quality control in the establishment and husbandry 

of modern orchards using highly productive varieties through FA which would have 

contracted smallholder producers on the basis of modernising their orchards in exchange for 

a proportion of their eventual produce over a period of twelve years.  

6. However the ambitious but complex design, the institutional and implementation challenges 

related to the support of fruits and nuts sector characterised by:(i) the lack of stakeholders 

consultation during design and hence less strategic focus on the needs of the subsector and 

targeting (often landowners rather than active farmers); (ii) the insufficient understanding of 

farming systems and rural livelihoods; (iii) the misunderstood contract farming as renting 

land instead of actively cooperating with smallholders (for sustainability of the interventions); 

(iv) the delay in setup of FA JSC as a public-owned private company and recruitment of its 

technical staff; (v) reduction of initial hectarage from 700 ha at design to 306 ha and further 

to 85 ha actually established at completion, with an average number of 120 

landowners/smallholder farmers; and (vi) the lack of pro-active approach from FA and IFAD 

to identify problems and solutions at sufficient early stage .. coupled with implementation 

hurdles in terms of timely procurement arrangements, critical cut on nursery investment, 

cancellation of sub-component 1.2 (promotion of exports and standards) and sub-

component 2.2 (rural transport investment) for lack of relevance and consequent 

reallocation of loan proceeds. All have contributed to jeopardise the essence of the 

assumptions underlying FA model. 

7. Based on the actual yield at Programme completion and conservative yield projections 

towards expected orchard maturity, while taking into consideration the status of FA and the 

uncertainties about its future, the IRR on the stream of net benefits before financing is 

negative (-2%) while the IRR after repayment of government equity financing is (-14%).The 

NPV before financing and after repayment of Government equity financing is negative at 

USD (239.2) million and USD (461.9) million respectively. Collectively, the above mentioned 

factors, have negatively influenced the viability of FA model, and hence that of the overall 

programme. As a result of such an inevitable failure, FA JSC has lost direction and currently 
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unable to cover its operational costs as of programme completion, further details on FA 

model are presented in Appendix 10 Table 3.1. 

8. With regard to impact on asset creation, according to PCR assessment and IA study 

evidence of increased asset ownership as a result of participation on FA contract farming is 

mixed as increase in price of land depends on various factors that included among others 

the availability of water, irrigation infrastructure, drip irrigation, size of plot and status of the 

orchards. 

Infrastructure Models 

9. The community natural gas supply model illustrates the incremental benefits derived from 

the construction of a gas pipeline for RACP participating communities. The average 

investment cost per community is estimated at USD 401 619 compared to USD 250 000 

during design. The essence of the model was based on the assumption that main 

programme benefit would occur from a reduction in heating expenditures per household due 

to the availability of less expensive natural gas. PCR mission finding is that majority of the 

schemes are either not completed or have been recently handed over to respective 

communities. However, the extremely low level of connections of potential users to the gas 

networks, due to increase in prices of connection and gas supply for about 20% since 2011 

(from AMD 132/cum in 2010 to AMD 156/cum in 2016) coupled with increase in price of 

timber, liquid gas and electricity have negatively affected the viability of the model. The 

model was extremely sensitive to increase in price of energy, which seems to have been 

overlooked during programme design. 

10. The prospects however, for gas connection were not positive as per available data on actual 

connection rates in the villages targeted by the recently completed IFAD-funded FMAP, as 

only 50% of the households are connected to gas two years after Programme completion. 

According to data provided by PIU and M&E Unit, that included 7.7% and 8.9% for 2015 and 

2016 respectively and a conservative connection rate of 20%, 30% and 50% for next three 

years following Programme completion, the model is not viable as it records a negative NPV 

of AMD 7.57 billion at 10% opportunity cost of capital, over a 20 year period. Further details 

on the natural gas supply model are presented on Appendix 10 Table 4.1.While PCR Annex 

on RI provides more details on relevance of investment in rural gas networks.  

11. As per programme design, the drinking water supply system model analyses the benefits of 

investing in rural drinking water supply through rehabilitation of the system benefiting 

households of participating communities, providing safe and reliable water supply 

alternatives, and reduces high water losses and risk of drinking unclean water. The overall 

cost of the investment is USD 14.22 m for RACP participating 26 communities (12 736 HH) 

with an estimated annual O&M of 1.5% of the investment costs. According to PCR mission 

assessment, it is too early to assess the actual benefit from the drinking water supply 

system as the works have been completed recently or are at the completion stage. 

However, according to PIU and M&E Unit available data following some recent baseline 

surveys, the average time saved is 1:15 hour per day and an annual water losses of 

3.45 cum for all participating HH. The economic benefits of the daily time-saving and 

volumes of water saving are valued at their opportunity costs. The model IRR is 17% with an 

NPV of AMD 5.13 billion well above the 10% opportunity cost of capital. Further details on 

the natural gas supply model are presented in Appendix 10, Table 4.2. 

12. Given the viability of the model, other potential expected benefits from domestic water 

supply could include reduced sickness through better water quality, increased productivity in 

HH backyard plots through irrigation and provision of water for livestock. These elements of 

potential benefits however were not included in the analysis due to lack of required data.   
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Economic Analysis 

13. The analysis identified all possibly quantifiable benefits generated by RACP at completion. 

The incremental benefits of the indicative (production, FA and infrastructure) models 

previously described have been aggregated and used as a basis for the overall benefit 

stream, using economic values. A 10% was considered for the opportunity costs of capital. 

The analysis is conducted for a 20-years period capitalizing on the cash flows analysis of 

what has already occurred and discounts that of post completion onwards.  

14. Pending missing data from RACP PIU on exact overall programme costs by component on 

yearly basis (with tax element) to help generate the programme economic value. An 

alternative approach is used (in attempt to obtain indicative figure on Programme viability) 

where infrastructure models (gas and drinking water supply) were developed taking into 

consideration their full investment cost and respective actual HH beneficiaries (as reported 

by PIU-M&E Unit) and hence these costs were excluded from overall programme economic 

value. Similarly the costs related to FA were removed and not included as these were 

considered in the calculation of the model net benefit stream. Irrigation infrastructure related 

costs were also not included in the analysis because it was too early to assess any actual 

benefit from the CWS and irrigation improvement since the works have been completed only 

recently or are at the completion stage. To minimize possible error, Programme economic 

value were limited mainly to economic cost related to PIU, figures on which were obtained 

from the ex-ante RACP analysis. The overall RACP analysis suggests a negative EIRR of 

5%, compared with 15% appraisal, and a negative NPV of the net benefit stream 

(discounted @ 10%) of USD 11.613 million. Details of the benefit and cost streams with 

summary of economic analysis are presented in Appendix 10 Table 5. 

15. Overall, it was PRC mission assessment that it is too early to assess the actual benefits that 

could have been derived from the programme investments given the implementation delays 

and bottlenecks associated with Component 1 (core of the programme) and component 2. 

The EFA results indicate that RACP performance based on the economic and financial 

analysis is unsatisfactory.  
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Table 1: Production Model – Peach 

 
 
Armenia: Rural Assets Creation Programme

PCR Appendix10

Table 1: Production Model -Peach Drip Irrigation (1 ha) 

YIELDS AND INPUTS 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021-2031

Items Unit Price Without

AMD Project 1 2 3 4 5 6 7 8 9 10-20

Main Production

Local sale kg 200 0 0 0 41 1,524 2,000 4,000 8,000 15,000 15,000 15,000

Export sale kg 400 0 0 0 0 0 0 0 0 0 0 0

Sub-total 0 0 0 41 1,524 2,000 4,000 8,000 15,000 15,000 15,000

Investment Inputs

Machinery ha 3,791 0 1 0 0 0 0 0 0 0 0 0

Drip-fertigation ha 993,996 0 0 0 0 0 0 0 0 0 0 0

Poles item 0 0 0 0 0 0 0 0 0 0 0 0

Wires kg 0 0 0 0 0 0 0 0 0 0 0 0

Planting (holes, water, pipe for protection) ha 0 0 0 0 0 0 0 0 0 0 0 0

Part of communal water supply ha 0 0 0 0 0 0 0 0 0 0 0 0

Operating Inputs

Fertiliser (177kg/ha) kg 153 0 177 177 177 177 177 177 177 177 177 177

Plant protection ha 76,320 0 0 0 0 0 0 0 0 0 0 0

Water (drip irrigation) m3 11.0 0 3,734 3,734 3,734 3,734 3,734 7,000 7,000 7,000 7,000 7,000

Drip irrigation O&M ha 119,250 0 0 0 0 0 0 0 0 0 0 0

Land Tax ha 43,364 0 0 0 0 0 0 0 0 0 0 0

Boxes 10 kg 0 0 0 0 4 152 200 400 800 1,500 1,500 1,500

Transportation (150 km) ton-km 0 0 0 0 6 229 300 600 1,200 2,250 2,250 2,250

Labour 0

Farm Labour person-day 5,000 0 76 76 76 76 76 76 76 76 76 76

With Project
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Production Model – Peach  (continued) 

 
 
Financial Budget( AMD)

Items Without

Project 1 2 3 4 5 6 7 8 9 10-20

Revenue

Local sale 0 0 0 8,278 305,552 400,871 801,742 1,603,483 3,006,531 3,006,531 3,006,531

Export sale 0 0 0 0 0 0 0 0 0 0 0

Sub-total Revenue 0 0 0 8,278 305,552 400,871 801,742 1,603,483 3,006,531 3,006,531 3,006,531

Investment Inputs

Machinery 0 3,791

Drip-fertigation 0 0 0 0 0 0 0 0 0 0 0

Poles 0 0 0 0 0 0 0 0 0 0 0

Wires 0 0 0 0 0 0 0 0 0 0 0

Planting (holes, water, pipe for protection) 0 0 0 0 0 0 0 0 0 0 0

Part of communal water supply 0 0 0 0 0 0 0 0 0 0 0

Subtotal Investment Costs 0 3,791 0 0 0 0 0 0 0 0 0

Operating Inputs

Fertiliser (177kg/ha) 0 27,017 27,017 27,017 27,017 27,017 27,017 27,017 27,017 27,017 27,017

Plant protection 0 0 0 0 0 0 0 0 0 0 0

Water (drip irrigation) 0 40,968 40,968 40,968 40,968 40,968 76,797 76,797 76,797 76,797 76,797

Drip irrigation O&M 0 0 0 0 0 0 0 0 0 0 0

Land Tax 0 0 0 0 0 0 0 0 0 0 0

Farm labour 0 379,993 379,993 379,993 379,993 379,993 379,993 379,993 379,993 379,993 379,993

Boxes 0 0 0 0 0 0 0 0 0 0 0

Transportation (150 km) 0 0 0 0 0 0 0 0 0 0 0

Subtotal Operating Costs 0 447,979 447,979 447,979 447,979 447,979 483,808 483,808 483,808 483,808 483,808

Total Cost 0 451,769 447,979 447,979 447,979 447,979 483,808 483,808 483,808 483,808 483,808

Gross Income 0 -451,769 -447,979 -439,701 -142,427 -47,108 317,934 1,119,675 2,522,723 2,522,723 2,522,723

Incremental Gross Income (before financing) -451,769 -447,979 -439,701 -142,427 -47,108 317,934 1,119,675 2,522,723 2,522,723 2,522,723

NPV @10% (AMD) 2,735,592 5,289      

IRR 32%

Benefit/Cost Ration 0.0 0.7 0.9 1.7 3.3 6.2 6.2 6.2

With Project
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Table 2:  Production Model – Walnuts  

 
 
Armenia: Rural Assets Creation Programme

PCR Appendix 10

Table 2: Production Model-Walnut Drip Irrigation (1 ha) 

YIELDS AND INPUTS 2012

Items Unit Price Without

AMD Project 1 2 3 4 5 6 7 8 9 10-20 11 12-20

Main Production

Local sale kg 999.792 0 0 0 0 0 0 0 0 0 0 300 600 800

Export sale kg 0 0 0 0 0 0 0 0 0 0 0 1,200 2,400 3,200

Sub-total 0 0 0 0 0 0 0 0 0 0 1500 3000 4000

Investment Inputs 322218

Machinery ha 3,791 0 1 0 0 0 0 0 0 0 0 0 0 0

Drip-fertigation ha 993,996 0 0 0 0 0 0 0 0 0 0 0 0 0

Poles item 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Wires kg 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Planting (holes, water, pipe for protection) ha 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Part of communal water supply ha 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Operating Inputs

Fertiliser (177kg/ha) kg 153 0 177 177 177 177 177 177 177 177 177 177 177 177

Plant protection ha 76,320 0 0 0 0 0 0 0 0 0 0 0 0 0

Water (drip irrigation) m3 11 0 3,734 3,734 3,734 3,734 3,734 3,734 3,734 3,734 3,734 3,734 3,734 3,734

Drip irrigation O&M ha 119,250 0 0 0 0 0 0 0 0 0 0 0 0 0

Boxes 20 kg 0 0 0 0 0 0 0 0 0 0 0 75 150 200

Transportation (150 km) ton-km 0 0 0 0 0 0 0 0 0 0 0 225 450 600

Land Tax ha 43,364 0 0 0 0 0 0 0 0 0 0 0 0 0

Labour

Farm Labour person-day 5,000 76 76 76 76 76 76 76 76 76 76 76 76

With Project
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Table 2: Production Model – Walnuts (continued) 
 
 
Financial Budget( AMD)

Items Without

Project 1 2 3 4 5 6 7 8 9 10-20 11 12-20

Revenue

Local sale 0 0 0 0 0 0 0 0 0 0 299,938 599,875 799,834

Export sale 0 0 0 0 0 0 0 0 0 0 0 0 0

Sub-total Revenue 0 0 0 0 0 0 0 0 0 0 299,938 599,875 799,834

Investment Inputs

Machinery 0 3,791 0 0 0 0 0 0 0 0 0 0 0

Drip-fertigation 0 0 0 0 0 0 0 0 0 0 0 0 0

Poles 0 0 0 0 0 0 0 0 0 0 0 0 0

Wires 0 0 0 0 0 0 0 0 0 0 0 0 0

Planting (holes, water, pipe for protection) 0 0 0 0 0 0 0 0 0 0 0 0 0

Part of communal water supply 0 0 0 0 0 0 0 0 0 0 0 0 0

Subtotal Investment Costs 0 3,791 0 0 0 0 0 0 0 0 0 0 0

Operating Inputs

Fertiliser (177kg/ha) 0 27,017 27,017 27,017 27,017 27,017 27,017 27,017 27,017 27,017 27,017 27,017 27,017

Plant protection 0 0 0 0 0 0 0 0 0 0 0 0 0

Water (drip irrigation) 0 40,968 40,968 40,968 40,968 40,968 40,968 40,968 40,968 40,968 40,968 40,968 40,968

Drip irrigation O&M 0 0 0 0 0 0 0 0 0 0 0 0 0

Land Tax 0 0 0 0 0 0 0 0 0 0 0 0 0

Farm Labour 0 379,993 379,993 379,993 379,993 379,993 379,993 379,993 379,993 379,993 379,993 379,993 379,993

Boxes 0 0 0 0 0 0 0 0 0 0 0

Transportation (150 km) 0 0 0 0 0 0 0 0 0 0 0

Subtotal Operating Costs 0 447,979 447,979 447,979 447,979 447,979 447,979 447,979 447,979 447,979 447,979 447,979 447,979

Total Cost 0 451,769 447,979 447,979 447,979 447,979 447,979 447,979 447,979 447,979 447,979 447,979 447,979

Gross Income 0 -451,769 -447,979 -447,979 -447,979 -447,979 -447,979 -447,979 -447,979 -447,979 -148,041 151,897 351,855

Incremental Gross Income (before financing) -451,769 -447,979 -447,979 -447,979 -447,979 -447,979 -447,979 -447,979 -447,979 -148,041 151,897 351,855

NPV @10% (AMD) -2,640,442

IRR #NUM!

Benefit/Cost Ration 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.7 1.3 1.8

With Project
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Table 3.1:  FA Model  

 
Armenia: Rural Assets Creation Programme

PCR Appendix 10

Table 3.1: FA Model

Financial Budget (AMD'000)

I tems Unit Without

P rojec t 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

Main Production

Orchard area

C herry ha 0 22.9 17.2 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Peach ha 4.5 0.0 16.9 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Walnuts ha 0.0 23.2 0.0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Subtotal orchard area 4.5 46.1 34.1 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Plant sales

Root s tock No 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

P lant No 0 0 -7,010 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Revenues

C herry A MD'000 0 0 0 0 0 0 0 0 3,665,859 8,255,387 8,255,387 8,255,387 8,255,387 8,255,387 8,255,387 8,255,387 8,255,387 8,255,387 8,255,387 8,255,387

Peach A MD'000 0 0 3,725 137,498 194,382 877,166 1,399,039 2,437,294 3,792,238 5,147,181 5,147,181 5,147,181 5,147,181 5,147,181 5,147,181 5,147,181 5,147,181 5,147,181 5,147,181 5,147,181

Walnuts A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Root s tock A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

P lant A MD'000 0 0 -11,041 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Subtotal Revenues 0 0 -7,316 137,498 194,382 877,166 1,399,039 2,437,294 7,458,097 13,402,569 13,402,569 13,402,569 13,402,569 13,402,569 13,402,569 13,402,569 13,402,569 13,402,569 13,402,569 13,402,569

Investments

Land and buildings  provis ion (Govt contr) A MD'000 74,480 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Building renovation A MD'000 42,054 42,054 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Fence A MD'000 15,317 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

V ehic les A MD'000 30,520 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

O ffice equipment, furniture and software A MD'000 10,245 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Nursery equipment and tools A MD'000 5,019 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

T issue lab equipment and tools A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Imported plants A MD'000 22,310 177,876 12,217 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

O rchards  es tablishment A MD'000 0 0 0 0 0 0 0 0 0 0 -                 -            -            -            -            -            -            -            -            -            

P re/cooling s torage fac ility A MD'000 0 0 0 0 0 0 0 0 0 0 -                 -            -            -            -            -            -            -            -            -            

Walnut process ing fac ility (5 t/hour) A MD'000 0 0 0 0 0 0 0 0 0 0 -                 -            -            -            -            -            -            -            -            -            

Fruit sorting equipment (5 t/hour), boxes  and 

trolleys A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Machinery A MD'000 0 0 32,222 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

P rotec tion nets  * A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Subtotal Investment 199,946 219,930 44,439 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Operational Costs

Nursery A MD'000 886 886 886 886 886 886 886 886 886 886 886                 886            886            886            886            886            886            886            886            886            

O rchards A MD'000 2,016 22,668 37,953 37,953 37,953 37,953 37,953 37,953 37,953 37,953 37,953 37,953 37,953 37,953 37,953 37,953 37,953 37,953 37,953 37,953

Harves ting services A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

T ransportation services A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

P re/cooling s torage fac ility A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Walnut process ing and packing A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Fruit sorting and packing A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Marketing expenses A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Machinery O &M A MD'000 0 0 6,444 6,444 6,444 6,444 6,444 6,444 6,444 6,444 6,444 6,444 6,444 6,444 6,444 6,444 6,444 6,444 6,444 6,444

Insurance * A MD'000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Management O &M A MD'000 23,850 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700 47,700

Subtotal Operating Costs 26,752 71,254 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983

Personnel 20,474,489 62,145,401 60,140,942 37,735,139 17,554,885 0 0 0 0 0 -                 -            -            -            -            -            -            -            -            -            

Personnel insurance 511,862 1,553,635 1,503,524 943,378 438,872 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total Cost 21,213,049 63,990,220 61,781,888 38,771,501 18,086,741 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983 92,983

Incremental Gross Revenue 0 -21,213,049 -63,990,220 -61,789,204 -38,634,003 -17,892,359 784,183 1,306,056 2,344,311 7,365,114 13,309,585 13,309,585 13,309,585 13,309,585 13,309,585 13,309,585 13,309,585 13,309,585 13,309,585 13,309,585 13,309,585

NPV  @10% (A MD'000) -114,097,690 -239,199 4,915 27,903

IRR -2%

Benefit/C os t Ratio 0 .0 0.0 9.4 15.0 26.2 80.2 144.1 144.1 144.1 144.1 144.1 144.1 144.1 144.1 144.1 144.1 144.1

* P rotec tion nets  will be es tablished in each c lus ter of 3  ha each for demonstration purposes; it is  assumed that FA  will ins tall protec tion nets  in all area out of its  insurance fund.

With P rojec t
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Table 3.1:  FA Model (continued) 
 

VAT (20%) on local sales A MD'000 0 0 621 22,921 32,403 146,224 233,220 406,297 1,243,265 2,234,208 3,349,515 4,312,048 4,813,593 4,813,593 4,813,593 4,813,593 4,813,593 4,813,593 4,813,593 4,813,593

Total Cost with VAT A MD'000 21,213,049 63,990,220 61,782,509 38,794,422 18,119,144 239,207 326,203 499,280 1,336,248 2,327,192 3,442,499 4,405,031 4,906,576 4,906,576 4,906,576 4,906,576 4,906,576 4,906,576 4,906,576 4,906,576

Gross Income before repayments A MD'000 -21,213,049 -63,990,220 -61,789,825 -38,656,924 -17,924,762 637,959 1,072,836 1,938,014 6,121,849 11,075,377 9,960,070 8,997,537 8,495,993 8,495,993 8,495,993 8,495,993 8,495,993 8,495,993 8,495,993 8,495,993

Incremental Gross Income A MD'000 -21,213,049 -63,990,220 -61,789,825 -38,656,924 -17,924,762 637,959 1,072,836 1,938,014 6,121,849 11,075,377 9,960,070 8,997,537 8,495,993 8,495,993 8,495,993 8,495,993 8,495,993 8,495,993 8,495,993 8,495,993

Repayment of  Government Financing

Inves tments  to FA  C ompany 185,639,792 21,213,049 63,990,220 61,781,888 38,654,636 -                

Grant (from Govt to FA  for 80% of imported 

plants  and nursery/tis sue lab equipment) 715,500 250,425 250,425 214,650

Government Grant for land and buildings 143,100 143,100

Bilateral Grant 260,442 52,088 104,177 104,177

Repayment Financ ing 184,520,750 20,767,436 63,635,618 61,463,061 38,654,636 -                

Repayment P eriod 10 479,275            

Grace P eriod 3 386,836            

Interes t Rate 3%

Repayment of  Govt Financing Without

P rojec t 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

  Y1 Principal Repayments 20,767,436 0 0 0 2,966,777 2,966,777 2,966,777 2,966,777 2,966,777 2,966,777 2,966,777

Interes t Repayments 2,492,092 623,023 534,020 445,016 356,013 267,010 178,007 89,003 0

 Y2 Principal Repayments 63,635,618 0 0 0 0 9,090,803 9,090,803 9,090,803 9,090,803 9,090,803 9,090,803 9,090,803

Interes t Repayments 7,636,274 1,909,069 1,636,344 1,363,620 1,090,896 818,172 545,448 272,724 0

Y3 Principal Repayments 61,463,061 0 0 0 0 0 8,780,437 8,780,437 8,780,437 8,780,437 8,780,437 8,780,437 8,780,437

Interes t Repayments 7,375,567 1,843,892 1,580,479 1,317,066 1,053,652 790,239 526,826 263,413 0

Y4 Principal Repayments 38,654,636 0 0 0 0 0 0 5,522,091 5,522,091 5,522,091 5,522,091 5,522,091 5,522,091 5,522,091

Interes t Repayments 4,638,556 1,159,639 993,976 828,314 662,651 496,988 331,325 165,663 0

Y5 Principal Repayments 0 0 0 0 0 0 0 0 0 0 0

Interes t Repayments 0 0 0 0 0 0 0 0 0

Subtotal P rinc iple Repayments 184,520,750 386,836           0 0 0 2,966,777 12,057,579 20,838,016 26,360,107 26,360,107 26,360,107 26,360,107 23,393,331 14,302,528 5,522,091 0 0 0 0 0 0 0

Subtotal Interes t Repayments 22,142,490 0 0 0 623,023 2,443,088 3,925,253 4,459,751 3,668,948 2,878,145 2,087,342 1,296,538 594,739 165,663 0 0 0 0 0 0 0

Total Repayments 206,663,240 433,256           0 0 0 3,589,800 14,500,667 24,763,269 30,819,859 30,029,055 29,238,252 28,447,449 24,689,869 14,897,267 5,687,754 0 0 0 0 0 0 0

Gross Income after repayments -21,213,049 -63,990,220 -61,789,825 -42,246,723 -32,425,430 -24,125,310 -29,747,023 -28,091,041 -23,116,403 -17,372,072 -14,729,799 -5,899,729 2,808,239 8,495,993 8,495,993 8,495,993 8,495,993 8,495,993 8,495,993 8,495,993

NPV  @10% (A MD'000) -220,318,391 -461883

IRR -14%

With P rojec t
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Table 4.1: Infrastructure Model – Natural Gas Supply 

 
 
Armenia: Rural Assets Creation Programme (RACP)

PCR Appendix 10: Infrastructure Models

Table 4.1: Construction of a gas pipeline (10 km, medium and low pressure)

Beneficiary 

Village

Population, number 76262

Households, number 14837 5.14

Heating Costs Unit Price, AMD

Timber m3 25,000

Electricity kWh 48.80

Liquid gas kg 700

Natural gas m3 156

Parameters Unit WOP WP

Population served no 76,262          76,262       

No of rural HHs served no 14,837          14,837       

Consumption of timber per HH m3 8                   5.43           

Consumption of electricity per HH kWh 1,300            1,051         

Consumption of liquid gas per HH kg 60                 -             

Consumption of natural gas per HH m3 -                2,415         

Value of timber consumption per HH AMD 200,000        135,750     

Value of electricity consumption per HH AMD 63,440          51,289       

Value of liquid gas consumption per HH AMD 42,000          -             

Value of natural gas consumption per HH AMD -                376,740     

Total heating costs per HH AMD 305,440        563,779     

Total heating costs per community AMD'000 4,531,813     8,364,786  

Incremental savings on heating per community AMD'000 (3,832,973) 

Financial budget, AMD'000 7.70% 8.90% 20% 30% 50% 100%

PY 1 PY 2 PY 3 PY 4 PY 5 PY 6 PY 7 PY 8 PY 9 PY 10 PY 11 PY 12 PY 13 PY 14 PY 15 PY 16 PY 17 PY 18 PY 19 PY 20

Incremental net revenue -                -             -        -      (295,139)     (341,135)    (766,595)  (1,149,892)        (1,916,486)        1,916,486- (1,916,486) ###### (1,916,486)  (1,916,486) ###### ###### ###### ###### #### (1,916,486)  

NPV @ 10% (AMD'000) -7,397,452 

Investment costs

Financial Investment Costs, AMD'000 9,770,187

Conversion Factor 0.83              

Gasification, AMD'000 9,770,187

NPV @ 10% (AMD'000) 8,881,988

Recurrent Costs a/ -                -             -        -      -              -             -           -                    -                    -            -             -           -              -             -           -           -           -           -     -              

Net benefit (9,770,187)    -             -        -      (295,139)     (341,135)    (766,595)  (1,149,892)        (1,916,486)        ###### (1,916,486) ###### (1,916,486)  (1,916,486) ###### ###### ###### ###### #### (1,916,486)  

IRR #NUM!

NPV @ 10% (AMD'000) -16,279,441 

a/ recurrent cost are covered by GazProm Armenia and included in the price for gas supply

Description
Average per 

hh
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Table 4.2: Infrastructure Model – Drinking Water Supply Scheme  

 
 
Armenia: Rural Assets Creation Programme (RACP)

PCR: Appendix 10 (Infrastructure Models)

Table 4.2 Rehabilitation of a Drinking Water Supply Scheme 

Estimated Returns to Rehabilitation Works 12736 household

Average time saved per day, hours/hh 1.15          

Time saved per year, days 35

Opportunity cost of labour, AMD/pd 5000

Financial Benefits, AMD'000/household 175

Annual water losses, m3 1723317 50% of annual water lossesof 3.45m cum

Water price, AMD/m3 154.5

Annual water losses, AMD'000 266200.78

Development year PY1 PY2 PY3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

Incremental Benefits (AMD'000)

Time saving benefits 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435 2,227,435

Water saving benefits 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201 266,201

Total Incremental Benefits 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636

Drinking Water Supply - Rehabilitation

Unit

Investment Costs AMD'000 6,783,238 6,783,238.1

Development year

Financial Budget (MD'000) PY1 PY2 PY3 PY4 PY5 PY6 PY7 PY8 PY9 PY10 PY11 12 13 14 15 16 17 18 19 20

Incremental Benefits -                    -          -                    -         -         2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636 2,493,636

NPV @10% (AMD'000) 11,776,886

Investment Costs 6,783,238.1

NPV @10% (AMD'000) 6,166,580

Incremental Operation and Maintenance Costs (1.5% of investment costs) -          -                    -         -         101,749 101,749 101,749 101,749 101,749 101,749 101,749 101,749 101,749 101,749 101,749 101,749 101,749 101,749 101,749

NPV @10% (AMD'000) 528,589

Total Net Benefits -6,783,238 -          -                    -         -         2,391,887 2,391,887 2,391,887 2,391,887 2,391,887 2,391,887 2,391,887 2,391,887 2,391,887 2,391,887 2,391,887 2,391,887 2,391,887 2,391,887 2,391,887

IRR 17%

NPV @10% (AMD'000) 5,129,770  
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Table 5: Summary of Economic Analysis 

 
 
Armenia: Rural Assets Creation Programme (RACP)

PCR Appendix 10

Table 5: Programme Economic Analysis

(USD thousand) PY1 PY2 PY3 PY4 PY5 PY6 PY7 PY8 PY9 PY10 PY11 P12 PY13 PY14 PY15 PY16 PY17 PY18 PY19 PY20

Programme Benefits

Net Benefits of VCD -44,472 -134,151 -129,538 -88,568 -67,978 -50,577 -62,363 -58,891 -48,462 -36,419 -30,880 #### 5,887 17,811 17,811 17,811 17,811 17,811 17,811 17,811

Net Benefits of RI -16,553,425 0 0 0 -295,139 2,050,753 1,625,293 1,241,995 475,401 475,401 475,401 #### #### #### 475,401 #### #### 475,401 #### 475,401

Total Programme Net Benefits -16,597,897 -134,151 -129,538 -88,568 -363,117 2,000,175 1,562,930 1,183,104 426,939 438,981 444,521 #### #### #### 493,212 #### #### 493,212 #### 493,212

Programme Costs

Investment Costs 665             724       697       444       469       

Replacement of Goods and Equipment* 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Recurrent Costs* 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total Programme Costs  (PMU) 665 724 697 444 469 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total Programme Incremental Net Benefits -16,598,562 -134,875 -130,235 -89,011 -363,585 2,000,175 1,562,930 1,183,104 426,939 438,981 444,521 #### #### #### 493,212 #### #### 493,212 #### 493,212

IRR -5%

NPV @10% (USD thousand) -11,613,875

* Replacement and recurrent costs are already included in calculation of net benefits from VCD  
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Appendix 11: Re-scoping Fruit Armenia  

1. Already the PAD requested an exit strategy for FA and several reports and mails urged the 

exit strategy. Nevertheless only in the last 2 months of Programme duration, an attempt was 

made to elaborate a strategy. The submitted exit strategy was nicely formulated as "Re-

scoping Fruit Armenia" and included the following. 

2. Three different scenarios have been developed by FA, assisted by an international 

consultant. All three of them distinguish between "orchard management" and "nursery 

management".  

3. At the beginning of the Programme it was planned that Fruit Armenia will carry out the 

following functions: (a) maintaining a central nursery, a tissue laboratory, and mother trees 

for the multiplication of root stock and other selected varieties; (b) establishing orchards, 

contracting farmers in the nuts and fruit sector and training of contract farmers in all aspects 

of orchard management; (c) maintaining a pack house and processing units for fruits and 

nuts; and (d) support for marketing on domestic and international markets, organizing the 

logistics of sales, branding and advertising, and post-sales services.  

4. According to PAD the Nursery Department would consist of a central nursery of 15 ha of 

land, a tissue laboratory, mother trees for root stock multiplication, and mother trees for 

multiplication of selected varieties. As FA wanted to establish 700 ha orchards at the very 

beginning, a nursery had to be set up to produce locally planting material. It was foreseen to 

produce even more rootstocks and to sell the additional output to private nurseries. 

However, the establishment of the nursery was delayed and the area under orchards was 

significantly reduced so that FA did not need anymore the nursery. Therefore the Nursery 

Department had at Programme's end only a few hundred mother trees at a location near 

Echmiadzin and no office, green house or tissue laboratory. In other words there was no 

ongoing business and to make the original nursery operational, substantial funds would 

have been needed. According to "Re-scoping Fruit Armenia" – and the PCR mission's own 

calculations - a private capital layout of at least USD 625 000 for establishing laboratory, 

financing running costs for the first years would have been required. As the GoA was 

obviously not willing to take further financial risks, the nursery concept could only be offered 

to an investor but the chances to find one are very limited.  

5. So let us focus on the 3 submitted exit scenarios for the "orchard management"; 

(a) transferring FA's assets to a new company; (b) orchards are transferred to newly 

established cooperatives; and (c) orchards are returned to owners. 

6. Within the Scenario "Transferring FA’s assets to a new company" a new company would 

have to take over the assets of FA (current value = USD 600 000 according to the Auditor 

Report of December 2015) and also the contractual obligations and opportunities – 

assuming that the GoA would cover no costs at all. Under this scenario the buyer would 

have to take over contracts related to orchards, commit himself to continue operations, 

complete investments on existing orchards (establish irrigation schemes, anti-hails 

systems...) and take over the existing liabilities: e.g. contract settlement arrangements with 

contractors and contracted farmers to avoid any overdue debts of around USD 28 000 

according to FA. This scenario does not look very likely as most potential investors would 

rather set up a new Programme with USD 600 000 on own land instead of taking over the 

existing orchards of questionable quality on rented land. 

7. Within the Scenario "Liquidation of FA and orchards are transferred to newly established 

cooperatives" the GoA would have to find a legal compromise with the orchard owners. Most 

likely GoA would have to cover the following costs over the next three years – under the 

assumption that farmers have to get operational orchards  back; currently there are no or 
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very limited yields so that commercial relevant revenues could be expected in around three 

years. To reach such yielding orchards overall investments of around USD 308 500 – 

according to the mission's calculation - would be needed plus the one time pending contract 

expenditure of USD 28 000. In detail such investment would cover agro-inputs (chemicals, 

fertilizers) of USD 400/ha/year (= 2/3 of current costs), labour costs of USD 500/ha/year 

(= 2/3 of current costs), irrigation costs of USD 16 000 for 85 ha/year and outstanding rental 

costs for orchards of USD 17 000 for next two years (end of obligations). Under this 

scenario it is assumed that GoA is willing to support production cooperatives; in practice it 

might be impossible to unify smallholders in such a cooperative with joint land ownership 

due to historical experience. Furthermore new cooperatives in general will require a lot of 

start-up capacity support and will need time to become operational; however even then 

investments of the GoA in the new cooperatives may not grant success. Nevertheless the 

farmers would be most likely better of getting this support then when trying on their own to 

rescue the orchards.  

8. Within the Scenario "Liquidation of FA and orchards are returned to individual owners" it is 

assumed that the GoA is less willing to provide generous financial support then in the above 

mentioned cooperative-version. Nevertheless to mitigate the risks, to ensure the 

sustainability and survival potential of the orchards and not to leave farmers poorer after the 

Programme closing the following activities might be considered and would be needed to be 

covered by GoA; the total amount would be USD 167 000 for three years. It includes 

irrigation costs of USD 16 000 for 85 ha/year, rental costs of USD 17 000 in total for next two 

years (end of obligations) and agro-inputs of USD 400 / ha / year (= 2/3 of current costs). 

Labour costs could be neglected as the work would be done by farmers.  

9. The conclusion by the mission team concerning the exit strategy of FA is the following. PCR 

team proposes to find a buyer for FA; if not – and it is very unlikely that FA will find a buyer 

for the book values of USD 600 000 - FA as an entity has to be liquidated and the assets will 

have to go back to the GoA (as the 100% shareholder). From the existing assets all 

obligations have to be paid especially to orchard owners but in all scenarios the financial 

obligations or consequences are lower than the existing assets. The “Nursery” should be 

advertised to find an investor; if there will be no interest, then the nursery has to be 

liquidated as part of the FA. 

10. These exit strategies have been presented to Minister Davit HARUTYUNYAN, Chief of Staff 

of the Prime Minister’s Office, but no final decision was taken during the PCR mission. 
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Appendix 12:  Stakeholder workshop findings and remarks to the 
areas of discontent brought up by the stakeholders 

1. The Stakeholder Workshop and the meeting immediately before the workshop with the 

Minister Davit Harutyunyan, Chief of Staff of the Prime Minister’s Office, Mr. Ashot 

Vardanyan, Director PIU and Mr. Hovik Hovhannisyan, Director Fruit Armenia brought the 

following findings. 

2. Minister Davit Harutyunyan mentioned that people not fully connected (including the last 

metres between village infrastructure and private household) cannot be considered as 

beneficiaries. There is still the opportunity that these people being close to connection will 

indeed get connected soon and that they will then use the facilities. The Minister pointed out 

that it would be the worst case if people are getting fully connected but then not making use 

of the gas and drinking water facilities because there is obviously no monthly fee to pay 

independently from the actual consumption. The fully connected households not consuming 

gas and/or water would not contribute to the maintenance costs which then would have to 

be covered by the remaining households making use of the facilities.  

3. Overstaffing was discussed during the workshop as for example FA and the PIU have one 

lawyer each; it is well known that the FA lawyer had a lot of field work in the beginning of the 

Programme when all the farmers had to be contracted but it remained unclear why two 

lawyers are needed over the full Programme duration. The two components have been dis-

connected right at the beginning and without that eventually just 1 lawyer would have 

remained. – It was interesting to see for the PCR team that PIU staffs see no reason to 

question hiring people as "this position was foreseen by the Programme".  

4. The re-allocation of substantial funds to Component 2.1 was done under great time 

pressure; apart from this fact it is understandable that each PIU would try to get few bigger 

contracts instead of many small ones as these small ones are much harder to deal with. 

Obviously all the procurement was done correctly and nevertheless it leaves a stale taste if 

a contract of AMD 5 630 659 which is approximately USD 11.73 million, goes to one 

consortium as it happened with SADE CGTH –BLESK LLC – ARPA SEVAN OJSC JV. 

1. From FA came the comment that the Programme design was wrong but "ordered by IFAD 

and prepared by an international specialist in 2010-2011, before setting up of FA". Of course 

the Programme design was done long before FA was established but the design – as the 

baseline of the contract between IFAD and GoA – was approved by both sides. It reflects the 

mentality of FA that many things that went wrong were considered by FA as imposed, 

instructed or somehow dictated by IFAD. In case two partners develop a project and in case 

that errors occur, there would be always time to correct the major mistakes – if there is 

ownership and good communication.  

2. Until the very end of this Programme FA management had no clear understanding what was 

expected from them. Let us take for example the international specialist at the early stage of 

the Programme who was financed by an IFAD grant (not to jeopardize the Programme 

budget); the expert was part of the FA team and therefore clearly under the responsibility of 

the executive director of FA. In case a director is not satisfied with the staff performance he 

has the duty to replace the non-performing team members, even if financed from other 

sources. The FA argued that a dismissal of this expert would have brought the Programme 

to hold again as important decisions were not been approved by IFAD without having the 

opinion of such an expert. 
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3. As said in the PCR the communication (especially between IFAD and FA) was poor from the 

very beginning and a better communication would have offered many opportunities to 

improve the situation on the ground.  

4. The exit strategy caused several misunderstandings; in September 2014 FA worked out and 

presented a new model suggesting changes in the Programme to IFAD that was – according 

to FA - not even discussed by IFAD. The paper was definitely not an exit strategy – not even 

by the title. It proposed to establish demonstrative orchards in all the horticultural areas of 

Armenia, to expand the list of the species, ensuring the introduction of the best varieties of 

all the main species and of modern technology and other things which would have been 

worthwhile to be discussed; FA proposed furthermore to shift the repayment of the loan from 

FA to the land owners! Also the cluster idea was part of the suggestions and needed – at 

least very late – some clearance; however discussion did not took place.  

5. Lack of pro-active approach from FA and IFAD to identify problems and solutions at 

sufficient early stage. FA claimed that the Minister of Agriculture Sergo KARAPETYAN has 

send a letter focusing on the defects of the Programme on 10 October 2013 (immediately 

after 2013 Supervision Mission) to IFAD presenting the risks and asking to form a group of 

specialists to make the necessary changes in the Programme, to which so far there is no 

reaction from IFAD. On 4th August 2014 Deputy Prime Minister submitted a letter to Mrs. 

Dr.Khalida BOUZAR, IFAD concerning the need to make changes in the Programme. 

Obviously there has been no reaction from IFAD’s side to this letter. The letters did not 

described in details the problems and how to improve the situation but rather they asked for 

specialists and for solutions to be elaborated during the MTR Mission. Like above it just 

shows that communication was not as it should have been; both sides could have done 

better. 

6. The Exit Strategy concerning the nursery and the Micropropogation Laboratory (MPL) 

mentioned that financial projections have been elaborated for 10 year horizon and require 

total Programme financing of USD 925 000. In case that the MPL, including a greenhouse 

and associated infrastructure, would not been included in this scenario, the private capital 

layout would have been around USD 745 000. 
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