ARMENIA PPD CASE STUDY

The Business Support Council (BSC) was initially created in 2000 upon the initiative of the World Bank and its Foreign Investment Advisory Service (FIAS) and as a result of a joint effort of these structures and the Government of Armenia the BSC was established as a Governmental structure. The legal basis for the establishment of the BSC was a presidential decree, and the Prime Minister was to be in charge of the structure. 
The objectives of the Council are:

· Promotion of investments and fostering of the business activities,

· Development of measures aimed at elimination of administrative constraints related to investments and business,

· Coordination of interrelations between the businessmen and state bodies, designing an efficient cooperation mechanism,

· Ensuring business community’s participation in the process of elaboration of the economic policy of the Republic of Armenia,

· Fostering the formation of a legislative framework favorable for the regulation of investment and business environment.

The BSC is comprised of 15 members, seven of whom are state officials and permanent members of the BSC. The other eight members were included in the BSC from a wider list of 26 businesses on a rotational basis. However, as the Armenian economy and the needs of the business community were evolving with time; the BSC’s structure underwent changes accordingly. Later, with the expansion of the Armenian economy, the number of members seemed to be inadequate and in 2002 it was increased to 44.  In 2006 the number was further increased to 50 members (the list received a non formal name of “50’s Club”). 

These structural developments were mainly conditioned by the fact that during the first period of its operations the BSC gained the trust of small and medium size enterprises. These enterprises in their turn applied for a wider participation in BSC activities. 

Hence, that last change was not just a mere addition of six new members – the whole composition of the BSC altered.  Many of the oligarchs that had had vast representation in the former list were excluded. The current composition includes many players of a more modest weight category, and the percentage of both unions and development agencies has almost doubled in terms of their ratio in total, reaching 13 and 12 per cent respectively. 

 The composition of the permanent membership in its turn is as follows:

· Prime Minister of Armenia (Chairman)

· Advisor to the President of Armenia on Economic Affairs (Deputy Chairman)

· General Manager of ADA (Executive Secretary, as ADA also acts as the BSC Secretariat)

· Minister of Economy 

· Minister of Finance 

· Mayor of Yerevan

· Chairman of the Chamber of Commerce and Industry of Armenia.

The BSC members can be classified into three categories, namely:

- 
Government
- 
businesses

- 
unions that are groups of companies 

-
development agencies and programmes.

The BSC Charter acts as a regulatory document for all the BSC activities and for decision making within the Council. The Business Support Council convenes regular meetings and submits the adopted decisions (recommendations) to the relevant Government bodies and agencies.   
Between the sessions, the work of the Council is carried out through a mechanism called “Pool of Problems”. The concept of the “Pool of Problems” involves a database of issues, based on actual complaints received from businesses. Once a complaint is received, it is re-addressed to a relevant decision maker (a ministry, an agency, etc.) who is in charge of the area. The responses from appropriate organisation(s) with added recommendations from Armenian Development Agency are then passed back to the company where the complaint has been generated. Afterwards the complaint and the conclusion are discussed at BSC meeting. 
Starting from 2000 on the initiative of the Government, with the assistance of WB’s Resident Office in Yerevan and partaking of BSC several studies of 250-300 Armenian enterprises has been undertaken. More than 160 issues had been raised as a result of these studies, as well as from the “Pool of Problems” assembled by BSC. Around 66% of raised issues were solved. 
Within the scope of BSC a range of arguments between gross companies and the state has been solved by means of mutual concessions and extrajudicial arbitration. BSC initiated changes and addendums in more than dozens RA laws, including RA Laws on VAT, on Remuneration, on Income Tax, on Profit Tax, on Legislative acts, on Arrangement and Conduction of Checks, on Public Auctions, on Licensing, etc. BSC supported the elaboration and adoption of RA Law on Electronic Signature. At the same time, BSC promoted the adoption of changes in some legal acts regulating control and check activities of state agencies, reducing, abolishing subsidiary studies and checks. More than a dozen of Government legislative acts, regarding the clarification of procedures of construction licensing and permits had been elaborated and adopted. Meanwhile BSC received lots of complaints regarding the procedures of exporting fish and fish products from Armenia to EU. In this area as well the BSC supported the development of relevant legal acts and laws. Among the most significant achievement of BSC is initiation of VAT refund process for Armenian exporters (0% of VAT for exporters). The subsequent law and proceedings were adopted.  

However, since 2006 the BSC was undergoing a passive period. The number of meetings per year was steadily declining and no meetings were held in 2007. 
In 2007 EBRD launched its Business Support Office (BSO) in Armenia which was aimed to maintain policy dialogue at the highest level between the Government, the business community and the donors in Armenia and started to undertake comprehensive activities with Business Support Council.   

The project managed to record substantial progress and to exhibit results. With the robust support from EBRD Business Support Office Armenia the Business Support Council gradually restored its pace (during 2008 the BSC already held 3 meetings) and now a new series of meetings is in progress. At the same time EBRD BSO invested efforts in extending the scope of BSC agenda and including an entire set of up-to-date issues in it. 

Meanwhile, through BSO efforts Business Support Council was included in the Government Progarmme as a priority. By this document the Government committed to intensify activities of BSC and to increase efficiency in removing obstacles to the business environment development.  Previously the Government Programme had not had any specific mention of BSC. Inclusion of this paragraph served as a good base for our efforts to rehabilitate and intensify the work of the BSC since it gave us grounds to refer to the BSC as a clearly defined Government priority.

As any PPD structure for the BSC as well the utmost challenge is to insure efficiency and sincerity of the dialogue between the business community and the Government.  Although, the Government has been exerting increased efforts for enhancing the quality of the dialogue, however, more sincere positions and pro-active approach from the structures that remain the main source of many complaints (tax and customs administration, relevant ministries, etc) received from the business community is needed.  
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