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. EXECUTIVE SUMMARY

The current process of converting Armenia’s economy to the market-oriented model
requires a complete restructuring of some industries, one of which is the real estate
industry, and the creation of new ones as well. Based upon an urgent need for
reorganizing the existing housing management/ maintenance force, the project group
proposed to organize a professional association to consolidate and coordinate activities of
the industry, provide new members with proper management assistance, market analyses,
and information support. Formation of a more organized market for such services in
Armenia, and the promotion of high-quality housing maintenance, property management
and real estate brokerage services: these were identified as the mission of the proposed

Armenian Real Estate Association.

Because of several reasons, the primary interests of the project group were directed
towards the housing management and maintenance industry. These reasons included:
= small businesées specializing in the area of management and maintenance will develop
rapidly with the fast pace of privatization of state housing stock.;

“ZSHEK”s (State housing maintenance organizations) are anticipated to be
privatized soon, and this will lead to elimination of State subsidies, thus further
contributing to the further decline of the housing stock;

The property management industry will ‘develop as the number of condominiums will

increase in Armenia.

Based on the above, the project team decided to pursue the following: investigate the

situation and assess feasibility for the creation of the Association; and ultimately, create

the Association and register it.



The group also assumed the responsibility to recommend actions that will help the

Association to operate independently, and identify sources of funds that would provide its

self-sustainability and viability.

The project lasted for six months - from June to November 1994. In various phases of

implementation, the project group faced some problems and challenges that could be

classified as follows:

The industry had not been investigated before, hence, the project group could not base
their analysis on previous information, experience and knowledge.

= The idea of professional associations is uncommon for Armenia.

Income levels of the population are extremely low in Armenia, and there was not
enough effective demand for management and maintenance services.

* The population still considers “ZSHEK”s to be the only organizations to perform
management and maintenance services of the housing stock, in other words

“ZSHEK”s have a monopoly in the industry.

After data collection and analysis, along with market testing, the group came to following
conclusions: the maintenance and service industry is in a premature stage today. Until
now, all maintenance has been accomplished by the “ZSHEK”s which are not yet
privatized. Under the conditions of extremely high costs for maintenance and repair, the

population cannot afford these services, and so the effective demand for this private

industry is very low.



Another finding related to the potential members of the Association. The individuals

operating in housing management/maintenance industry have little experience, influence,

and financial resources to support the Association.

Taking into account these findings, the group made the following strategic decisions:

1. To consider only legal entities as Association members.

2. To include brokerage firms, considering them as the core group within the Association.
Management and maintenance firms would encourage to join the Association in the future

as the industry emerges and develops.

AREA (Armenian Real Estate Association) was officially registered at Executive
Comnmittee of the Arabkir Regional Council of Deputies on November 10, 1994,
with twenty two member firms, virtually all active brokerage firms in Yerevan. A
Board of Directors has been elected and is actively managing the affairs of the

Association.

This report includes recommendations for hiring a professional Executive Manager for
the Association along with a staff and other specialists on a contractual basis, as necessary,
to pick up where AUA students phase out as the interim staff As for a marketing strategy,
the AREA must establish an image of high-quality and reliability in the eyes of community.
Since the Association is a non-profit organization, the profits it earns should be reinvested,
for example, into the training and programs like the “Quick-match” information system

and the “Info-Share Network” of AREA




These recommendations are intended to help AREA operate independently and

successfully as Armenia’s private real estate industry develops.
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[ll. \INTRODUCTION

Armenia is in the period of an unprecedented transition from a State-monopolistic
structure to a free market economy. This process is impeded by political instability, a
severely depressed economy, the blockade, and the war with Azerbaijan. The population
suffers from unemployment, poverty, deteriorated infrastructure and energy crisis. In spite
of all the above mentioned difficulties and challenges, Armenia continues to advance
economic restructuring and the creation of a market-oriented economy. One of the

important steps is the privatization of agricultural land, housing and selected industrial and

commercial organizations.

The process of transition to a market economy is very complex and ambiguous. Several
industries are dying while reality forces to establish new ones which meet the purposes of
restructuring the economy. One such industry that has to develop in the nearest future is
the one related to real estate. This industry includes real estate management, maintenance,
service, brokerage, insurance, as well as some other services. Previously, 75% of housing
stock was State-owned, but after adoption of the Law of the Republic of Armenia “On
Privatization of the State and Public Housing Stock ” in September, 1993, a significant
part of housing stock is already privatized. The possible legal forms of housing stock are
expected to be State/Public co-operative, single-family housing stock (all presently
existing), and “condominium” which is a new concept for Armenia. After the privatization
of residential units, new problems have occurred due to the resultant heterogeneous
housing stock. The Government of Armenia is now preparing to move on to the
privatization of not only housing stock, but also privatization of management and
maintenance organizations. The current condition of residential housing stock is

disastrous. In the past, maintenance expenses were covered by subsidies from the State



budget. Due to rapid price increases for construction materials and services, this budget
has been depleted and the Government is now unable to execute basic required

maintenance, further contributing to the deterioration of the housing stock.

Presently, the maintenance, utilization, and service of the housing stock is conducted by
the State through “ZSHEK”s (State Housing Maintenance Organizations). The
“ZSHEK”s implement, manage, and supervise utilization and servicing activities. That is,
«“7SHEK s act as client and contractor simultaneously. This, no doubt, leads to major

inefficiencies and many inherent risks.

This system of state-owned housing management/maintenance organizations - “ZSHEK”s
- is extremely inefficient due to the above-mentioned reasons, as well as poor financing
and low quality standards. It is difficult to anticipate whether the new privatized
“ZSHEK”’s will become the remedy for the desperate situation with housing services in
Armenia, and for the existing private sector, since it is weak and unprepared to operate in

the environment of a free market.

To improve this situation, our project group proposed to accomplish a business project to
reorganize existing housing management/maintenance force, to train and support it. In
other words, the project group proposed to organize a professional association to
consolidate and coordinate their activities, provide them with proper management
assistance, market analysis, and information support. This Association, being a non-profit
organization, would also promote their services, lobby the Government on behalf of the
members of the Association, and provide training programs to increase awareness of new
trends in real estate industry. The proposed Association initially was suggested to be
called Housing Management/Maintenance Association - HMA. This idea was presented in

the business proposal submitted to ICMA in June, 1994.



The project has been accomplished in six months - from June to November 1994, as it was
planned initially. While some stages of the project were accomplished strictly according to
the initial plan, some other stages had to be changed and adjusted to the existing
conditions. One of the global changes was the types of specialists who were targeted to
become Association members: a decision was made to include into the Association,
besides management and maintenance specialists, also brokerage and other firms involved
in areas related to real estate. So, the Association changed its strategy, its form, and

naturally its name: it became Armenian Real Estate Association (AREA).

There were certain obstacles that the group had to overcome during the implementation of

the project. Some of them are listed below:

= The industry had not been investigated before, hence, the project group could not
count on previous information, experience and knowledge.

= The idea of professional associations was not common for Armenia, and the market
was not ready for it.

= Income levels of the population are extremely low in Armenia and there is not enough
effective demand for management and maintenance services.

*  The population still considers “ZSHEKs to be the only organizations to do
management and maintenance services of housing stock; in other words, SZSRHEK’S

have a monopoly in the industry.

Geographically, the scope of the project intended to mainly involve the companies and
individuals from Yerevan, primarily because of the difficulties related with communication
to other parts of the Republic. However, the group is already considering expanding the

Association, so that in the future it will also include members from other regions of



Armenia. Real estate companies from Vanadzor, Giumry and Abovian have expressed

their intention to join AREA.

This report consists of several sections, that describe the steps the project group
undertook to investigate the situation, the methodology it used to collect necessary data
and to accomplish the feasibility analysis. Then the report describes conclusions the group
has made on the basis of the feasibility analysis, alternative actions and recommendations

for management, and implementation plan for the Association.



IV. METHODOLOGY

A. Project Objectives

Based on the needs and problems stated above, the main objectives of the project team

were the following:

1. Investigate the situation and assess feasibility for the creation of the Housing
Management/Maintenance Association.

2. Depending on the results of feasibility analysis, find alternative ways for the creation of
the Association;

3. Assess the alternatives;

4. Find the best alternative to create the Association and to register it; and

S. Recommend actions that will help the Association to operate independently, and

identify potential sources of funds that would provide its self-sustainability and

viability.

To meet these objectives the group needed primary data on the attitudes of specialists
working in management and maintenance areas (since these were the areas of primary
focus of the project group), and ultimately in all areas related to real estate, to find out if
the concept of the Association was feasible and realistic under the current conditions. The
group also needed secondary data, Government regulations, laws of the Republic of

Armenia on privatization, private property, drafts of the law on condominiums and status

on privatization of “ZSHEK”s, and so on.

h



B. Data Sources

To find out the approximate number of people specializing in the areas related to housing
management and maintenance who will to join the Association, the project group needed
data on the individuals and firms that might be interested in creation of a professional

association, and who might be willing to devote their efforts and funds to maintain it.

The project group identified the following sources for potential association members:

management and maintenance staff of foreign offices and embassies in Armenia;

staff of “ZSHEK”s; private maintenance firms and individuals specializing in this industry.

One of the potential sources was also the list of managers and contractors who
participated in the Condominium Workshop organized by ICMA/USAID in November
1993, at the American University of Armenia. Another source of potential members was
considered to be the list of candidates who participated in the contest for the position of

the manager of “Triangle” demonstration Condominium.

C. Data Collection

N

b
To collect necessary data, the project group used the method of personal and telephone
interviews. The group contacted people who work in the areas related to real estate -
mainly management and maintenance - and introduced the idea and possible benefits of
being Association members. The interviews were unstructured, and direct:
i.e. the group did not use special questionnaires for interviews, but simply asked people
about their attitudes towards the idea of creation of the HMA, and the purpose of the

interviews was explained to respondents. About 50 people have been interviewed.
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The project group also interviewed some officials from the Executive Committee of the

Yerevan City Council, to find out if they support the idea of the project.
D. Data Analysis

The attitudes towards the idea were generally not optimistic, both among the people
specializing in the industry and among Yerevan city officials. The Department of
Utilization of Buildings and Constructions considered this idea to be innovative, but at the
same time mentioned that there were no conditions for its viability; in other words, it was

premature. Their opinion was that this can work only after the privatization of “ZSHEK”’s.

Analysis of the gathered data showed that 42 from 50 or 84 percent of interviewed
respondents, were not very enthusiastic about joining the Association, since they did not

see the benefits of it, and only 8 of them expressed interest in the idea.

E. Testing the Market

Analyzing all the information that was collected during the investigation process, the
group decided, however, not to rely on the gathered data only, since there might be some
bias here: even people who showed favorable attitudes towards the Association during the
first contact might not necessarily agree to become its members, and to the contrary,

people who were not interviewed might express the desire to join the Association.

To have more reliable information on the number of people who really agree to become
Association members, the project group decided to organize a series of work sessions and

meetings to introduce the idea of the Association, and to attract people to these meetings



it laynched an advertising campaign. The regular announcements made by radio and in
major newspapers, such as “Hayastani Hanrapetutiun”, “Azg”, and “Yerkir”, invited all
specialists and firms who work in the industry of housing management and maintenance to
informative meetings, during which the idea of the Association would be introduced. The
first meeting took place on August 16, 1994, followed by several other meetings and work

sessions.



V. FINDINGS

A. Market condition

After data collection and analysis, along with market testing, the group concluded that the
private housing maintenance and service industry is premature. All maintenance has been
accomplished by the “ZSHEK”s until now which are not yet privatized. Under the
conditions of extremely high costs for maintenance and repair, the population cannot
afford these services, so the effective demand for this industry is very low. While in the
public sector there are managers, few are familiar with the main ideas and concepts of real
estate management. The only real estate manager who desired to join the Association was
the manager of “Triangle” demonstration condominium. Meetings with interested
individuals revealed that they are not ready to contribute to the Association, rather, they
expected to get some benefit from being members of the Association, mostly, they hoped
to get job contracts with the help of the Association, or engage in do some business in
which they had not been successful individually. This conclusion was supported by the
passive behavior of the members of the “initiative group” (mainly specialists of the housing
maintenance industry - employees of “ZSHEK”s) who were waiting to get all direction
(programs, budgets and by-laws) from the project group without showing any particular

interest in the future of the Association.



Another finding related to the entities that could be potential members of the Association.
Since individuals operating in housing management/maintenance industry have little

experience, influence, and financial resources to support the Association, it should pursue

companies and firms, i.e. legal entities, as opposed to individuals.

B. Feasibility Assessment

Thus, the project group came to the conclusion that the following factors make the

creation of the Housing Management/Maintenance Association unfeasible at this time:

* Immature management/maintenance market;

= Lack of legislative basis (particularly: Laws on Condominiums, on Urban Land and on
Land Cadastre, status on privatization of “ZSHEK”’s, etc.).

* Monopoly of State-owned “ZSHEK”s in the area of management and maintenance;

= Weak and unprofitable private management and‘ maintenance companies; and

* Low income level of population (according to the World Bank Report, 1993, on the
economic condition of Armenia, more than 90 percent of households have monthly

income of less than $1 per family member).

Lack of a legislative basis is probably a principle impediment for creation of Housing
Management/Maintenance Association. The Law about Condominiums is not approved
yet, and housing privatization is has not completed. Additionally, since the income levels
of the population are very low, and people can afford only a minimum scope of housing

maintenance or repairs, specialists working in these areas do not have very active
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businesses and high profits. Therefore, they would have difficulty providing enough
memberéhip fee base for the Association to be self-sustainable and viable. This means that
the idea of the Association is not feasible in the initially proposed concept, i.e. including

only specialists and firms in the area of property management and maintenance.

C. Project Adjustment

Taking into account all the above-mentioned factors, the group arrived logically

to the decision of expanding the scope of the project and involving all the organizations
involved on the real estate market. The initial contacts with firms working in real estate
brokerage, especially with the top management of the Yerevan Real Estate and Stock
Exchange, revealed the best potential for members of the Association. The brokers have
became the core of the Association, as there is already an active market of buying and
selling real estate in Yerevan, primarily privatized residential units. The name of the

Association has been changed accordingly to Armenian Real Estate Association (AREA).
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VI. CONCLUSIONS

A. Evaluation of Results

A very important result of the project is that the existing real estate market in Armenia

has been investigated and feasibility analysis of creation of the Association has been
conducted in two different areas - housing management/maintenance and real estate
brokerage. The conclusion have been made about unfeasibility of creation of housing
management and maintenance association under the present conditions. On the other hand,
the market conditions for real estate brokerage association were favorable, and the

decision was made to proceed with establishment of the latter.

As a result of the business project, the Armenian Real Estate Association (AREA) was
created and registered. The Charter of the Association determines the following initial

programs for the Association:

. real estate appraisal;

. information exchange;

. training program;

. publication program;

. communication with other national associations of Realtors.

Until now, there is no adopted real estate appraisal methodology and the prices are
established with inconsistent criteria. The development of a real estate appraisal program
is very important and urgent for establishing fair real estate prices, and will also serve as a
source of income generation and self-sustainability of the Association. The members of the

Association have already developed some methodology and are ready for introducing

them to the Government.



The results of the Association’s establishment will play a significant role for the real estate
industry of Armenia. Creation of the Real Estate Association will assist development of a
civilized real estate market and contribute to the whole real estate industry. Cooperation
with national associations of other countries will help to generate new ideas, to organize
useful and innovative programs in Armenia, and to avoid possible mistakes. It will be
extremely useful for the Association members to participate in training programs where
real estate experts will lecture on the real estate problems and issues. Publication of
information bulletins and newspapers will assist in increasing public awareness of the real

estate market and in establishing fair prices for real estate.

In order to establish cooperation with similar foreign and international associations the
project group made a presentation for the representatives from USAID and ICMA,
Washington, who visited Armenia in October, 1994. Recently the group received a copy
of the letter from Barry Veret, Housing Project Officer, USAID/W to Allan Decker,
Eastern European Real Property Foundation (EERPF), that refers to AREA and suggests

possible cooperation between the latter and EERPF (see Appendix B).

For the purpose of public awareness and to announce the official establishment of the
Armenian Real Estate Association, the group is organizing official reception with
participation of Government officials, representatives from different international
organizations, press and TV, to be held ox{ November 12, 1994, at the American

University of Armenia.

The group also made an announcement about official bidding for the position of the
Executive Manager of AREA. The job description and the application form developed by

the group, are presented in Appendix C.

13



®

B. Meeting Objectives

The objectives of the project were the following:

. to conduct a feasibility study for creation of a professional association in the real
estate sphere;

. to create a real estate association if the conditions are favorable for this;

to play the role of the interim management team for the association during the first

several months;
. to help establish of the association programs;

. to create a marketing and financial plans for the Association for the first year;

Evaluation of the project shows that the majority of these objectives have been met. The
project group assessed the feasibility of creation of Housing Management/Maintenance
Association and came to the conclusion that the market was not ready for this idea.
Therefore, the group decided to include into the Association the real estate brokerage
industry which is more mature and accepted the idea more willingly. The analysis even
showed that brokers had made several attempts to coordinate their activities and to

accomplish some of the programs which later were included into the Charter of the

Association.

The project group acted as an interim staff for the Association until the permanent staff'is
hired. It helped the Association members to develop their Charter, to register and to
design the final version of the programs that the Association intends to establish. The
group members also helped the Association to elect a Board of Directors. its president and
vice-presidents, to organize and coordinate their activities, to prepare budgets and a

marketing plan. The group also assisted in development of the programs and their



fulﬁllxn',ent For instance, one of the programs of the Association is to organize an
information exchange between the Association members on the conditions of the real
estate market. The project group collaborated with a computer/ statistics specialist who
had already developed a program of information processing and analysis, and who will

assist the Association to develop its own information exchange program and data

processing.

C. Lessons Learned

The project revealed the following facts about the condition of the real estate market:

L, The real estate management and maintenance market was immature and was not
ready for the creation of the Housing Management/Maintenance Association. The
management and maintenance industry does not have the demand in the current
conditions where people cannot afford to pay for proper maintenance of their
housing. Consequently, the management and maintenance industry is not well
developed, and people working in this area are not interested in creating a
professional association. Even if this Association was created, it would not be self-
sustainable and its members would be require for external sources of funding.

2 Itis not reasonable to create an association under the above mentioned conditions.
The idea of the association suggests that people want to unify their activities to
reach greater results than it was possible for independent individuals. The
management and maintenance industry was not ready for this idea and the project

would not succeed if the emphasize continued to be only on this aspect of the real

estate industry.



VIl. ALTERNATIVE ACTIONS, WITH ASSOCIATED

COSTS

A. Possible Management Actions

The Armenian Real Estate Association will include legal entities involved in all areas
related to real estate. In the future, new associations may form AREA, more specific to
professional interests. The highest body of the Association is the General Membership,
with a forum held periodically, which elects Board of Directors. The Board of Directors,
in turn, will hire an Executive Manager by open competition who will act on behalf of the
Association and execute the policies defined by the Association and its Board of Directors.
He will accomplish day-to-day operations, make administrative and financial decisions,

report to and be supervised by his superior - the Board of Directors' .
The following management actions are possible for the Association:

1. Fixed Costs: Under the “Fixed Costs” approach, the Association hires permanent
specialists for day-to-day operations, such as accountants, lawyers, designers,

programmers, and so on. These specialists will provide their services to the members

of the Association.

! See Chapter VII, Paragraph C and Exhibit 1 for the oreanizational structure and the organizational chart of the
Association.
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2. Variable Costs: Under the “Variable Costs” approach, the Association retains

specialists-contractors, i.e. only for a limited period or for a special project, and not

permanently.

3. Combination Of Fixed Costs With Variable Costs: Under this approach the
Association hires some of the specialists permanently, and some other specialists by
temporary contracts. For instance, the Association has a permanent accountant and a

programmer, but if it needs services of a lawyer it turns to a practicing lawyer for

consultation.

B. Associated Costs

The costs associated with the above mentioned management arrangements are presented

in Appendix A. The Executive Manager and the secretary shall be permanent staff under

any version.

C. Comparative Analysis

The tables presented in Appendix A indicate that the “Fixed Costs” version is least
attractive, since it requires the highest salary expenses. Besides this, there may be no
enough workload for an accountant, a lawyer, a designer, etc. On the other hand, it is

anticipated that the programmer will have enough work load. Therefore, it is more

desirable to have a permanent programmer. At the same time, it may be more desirable to

have a permanent accountant than to hire him or her on a temporary contract. This leads

to the conclusion that the most optimal approach is a “Combination of Fixed Costs with

Variable Costs”.

17



Vill. RECOMMENDATIONS

The group suggested and implemented the establishment of the Armenian Real Estate

Association. The next step was to decide the management, marketing and fiscal policy of

the Association.

A. Management

In the previous section we recommended a combined method of hiring the employees and

contractual consultants for management of the Association: combination of “fixed costs”

with “variable costs”.

The Executive Manager of administration should have a strong leadership style, since
much of the success of the Association depends on the manager. He/she will hire a small
group, a high-quality professional staff, who will carry on day-to-day operations. Very
strong commitment and participation of the administrative staff is the key to accomplishing

the main objectives of the Association. The job description is presented in Appendix C.

B. Marketing

The idea of a professional Association is a new concept in Armenia, and it is extremely
important that the community would aware of and acknowledge the role the Association

can play for the Country. That is why promotion of this idea becomes a vital part of the

activities of the Association.

One of the major objectives of the Association is to provide high-quality services to the

community, related to real estate. The Association should promote this image of high-

18



quality and professionalism. When the Association establishes itself and people

acknowledge its good image and reliability, all Association members will benefit as well in

their private businesses.

One of the most significant programs of the Association is to develop and implement a real
estate appraisal methodology. This program of appraisal is vitally important both for the
Government of Armenia (GOA) and for the population, because it will promote setting
real prices for real estate, thus, increasing effectivenéss of the real estate market, generate
revenue for the GOA, create an external source of funding for the Association, and

provide appraisal services for all participants in the real estate market (buyers, sellers,
insurance agents, the Government, etc.). Therefore, it is important that this program will
be aggressively promoted to the community. Another very important program is the
“information-sharing system” for firms and individuals operating in the real estate market.
This system will provide a so called “Quick-match” - search of necessary information on

the real estate market. “Quick-match” will be beneficial both for sellers and for buyers, and

its intensive promotion is also very desirable.

The Association members will have their Code of Ethics, and should develop their norms
and rules, which will be mandatory for every member of the Association. This can greatly

assist the creation of the image of reliability of the Association.

C. Fiscal Policy

It is not a secret that Armenia does not have a well-developed, proper system of financial
institutions, that would provide credit and insurance services to the Association and to the
community as well. Therefore, the fiscal policy of the Association should be organized so

that profits it might earn be reinvested wisely. An example can be short-term reliable

19



Government bonds, if available. Another option is to reinvest these funds into the

appraisal program or the “Quick-match” information system of the Association.

20



IX. IMPLEMENTATION PLAN AND COSTS

A. Main Objectives of the Association

As a result of the business project, the Armenian Real Estate Association was created and

registered. The Charter of the Association determines the following programs for the

Association:

. to create and form a civilized real estate market;

. to provide the community with high-quality services related to real estate;

. to provide the Association members with information on the real estate market;

. to develop and implement a method for real estate appraisal;

. to organize training programs and seminars for the Association members;

. to create mechanisms for effective relationships between condominium associations

and real estate service organizations;

. to lobby the government on behalf of the Association members;

. to provide the Association members with legal, accounting, technical and other
support;

. to organize advertising campaigns on behalf of the Association members.

Accomplishment of these objectives will play a significant role for the real estate industry of
Armenia. Creation of the Real Estate Association will assist development of a civilized real
estate market and to development of the whole real estate industry. Cooperation with national

associations of other countries will help to generate new ideas, to organize useful and
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innovative programs in Armenia, and to avoid possible common mistakes. It will be extremely

useful for the Association members to participate in training programs where real estate experts
will lecture on the real estate problems and issues. Publication of information bulletins and
newspapers will assist in increasing of public awareness on the situation of the real estate

market and in establishing fair prices for real estate.

B. Organizational Structure of the Association

The highest body of the Association is the General Membership. The elected Board of
Directors will hire an Executive Manager by open competition who will accomplish day-
to-day operations, make administrative and financial decisions, report to and be supervised
by his superior - the Board of Directors. He also may hire specialists for everyday needs if
necessary. The subordinates of the Executive Manager will be professionals responsible
for administrative and financial services, marketing, public relations, and information
services, publication services, training programs, and other services for the members of
the Association. Depending on the decision of the Association, the special committees,

composed of the members of the Association, can be formed to assist in its management.
C. Work Plan and Budget

By the decision of the Board of Directors, the interim management of AREA were
requested to prepare a workplan and budget for AREA covering the period from
November 1 1994 to October 31, 1995. The project group, acting as the interim
management staff, prepared the draft workplan and budget that will be fully discussed,

amended as necessary and approved by the Board of Directors.
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In order to fulfill the objectives of AREA the group identified the following tasks that

should be carried out during the first year of operations:

Task 1: Develop and implement a method for real estate appraisal.

Purpose: Currently used real estate appraisal methods in Armenia were developed by the
Soviet Government within a central planning economy and accounts mainly for cost of
construction. As a result, it gives unrealistic values, significantly differing from market
prices. Development and impiementation of a new methodology, which will realistically
reflect the market value of rez! estate is very important for the GOA and the real estate
industry to get accurate market data and provide fair revenues for the GOA. Thus, by
performing this task, AREA irtends to increase the effectiveness of the real estate market,
result in balanced, fair revenues for the GOA, and create an external source of funding for

itself by selling the methodolozy and providing appraisal services for the participants of

the real estate market.
Duration: 3 months.

Commencement: November 1594

Task 2: Create an integrated real estate database.

Purpose: Currently, each brokerage company has a separate computer data file and only a
small part of the existing information regarding the entire real estate market and services
are available to a company anc its customers. Combining all the separate computer data
files into one global database vill benefit each brokerage company as well as its

customers. The computer wil' make all the information available to the all customers and
speed up services. Additional., the integrated database will be appropriate tool for

statistical and market analysis. It will also generate income for the Association.

Duration: 6 months.

Commencement: January 1993
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Ta;sk 3: Conduct two seminars for the members of AREA.

Purpose: Companies operating in the real estate industry lack the necessary knowledge
and skills to operate in market conditions. They need to increase their awareness in a
market economy, learn from experiences of similar companies and associations in the
West, and improve their business administration skills. Thus AREA will organize two
seminars: one of which will be devoted to the business training and basics in a market
economy, while the second will give an opportunity to AREA members to talk with the
representatives of Western real estate companies and/or associations to get acquainted

with the real estate industry in the West.
Duration: 3 days each.

Commencement: April, 1995 and September, 1995.

Task 4: Lobbying the GOA on the taxation of real estate transactions

Purpose: The existing taxation system in real estate industry is very unfavorable for
business activities. The 10% transfer tax on each real estate transaction with mandatory
notary approval forces the brokerage companies and individuals to hide the real prices of
transactions and to evade taxation. The companies operating in the market are convinced
that the reduction of the tax rates would reveal true prices and ultimately increase the total

amount of taxes paid.

Duration: 9 months.

Commencement: December 1994,

Task S: Issuing the Information Bulletin
Purpose: To provide Association members and the community with reliable information
on the real estate market. This bulletin is planned to be source of income. This will include

the results of statistical processing of data from an integrated database (see Task 2).
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Duration: 3 months each.

Commencement: February, 1995 with regular publication

Task 6: Organizing Advertising Campaigns
Purpose: To promote the image of the Association and its members, as well as the

programs that should be accomplished (such as real estate appraisal) and services provided
by the Association.

Duration: 12 months.

Commencement: January 1995

Budgets for the first year of operation of AREA are presented in Appendix D.
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Appendix A. Cost Analysis for Management Approaches for the
Armenian Real Estate Association

1. For the “Fixed Costs” version:

Specialist Monthly Salary (in US dollars)

Fixed Costs:

Manager 350

Accountant 100

Lawyer 200

Programmer 150

Marketing Specialist 150

Secretary 50
Total Fixed Costs: ; $1,000
Total Management Costs: $1,000



2. For the “Variable Costs” version:

Specialist Monthly Salary or a Total Monthly
Sum for Services Provided
(in US dollars)
Fixed Costs:
Manager 3350
Secretary $50
Total Fixed Costs: $400
Variable Costs:
Accountant $350
Lawyer $50
Programmer $800
Marketing Specialist $1,200
Total Variable Costs $2,400

Total Management Costs

$2,800
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3. Optimal Combination Of Fixed And Variable Costs:

Specialist Monthly Salary or a Total Monthly
Sum for Services Provided

(in US dollars)

Fixed Costs:

Manager $350
Accountant $100
Programmer $150
Marketing Specialist $150
Secretary 350
Total Fixed Costs $800

Variable Costs:

Lawyer $50

Total Variable Costs $50

Total Management Costs $850
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#ndix B. Copy of the Letter from Barry Veret, USAID/W to
yWDecker, EERPF v

;  MEMORANDUMN

TO: Allan Decksr, EERPF :
| -
H

FROM: Berry Veret, USEID?&%J/,///

RE: Armenia

DATE: October 19, 1994

Allan: I returned last week from a TDY to Armenia and have a lead
on a possible role for EERPF I'Q like to explore with you. The
ICMA resident advisor in Yerevan, Steve Anlian, has been working
with & group of business school students at the American University
who are organizing the Armenian private sector real estate brokers
into an association. We had a briefing by the students, who spoke
excellent English, and were the very model of a modern MBA ‘general
(to paraphrase Gilbert and Sullivan). The night I left town.there
was scheduled the organizational meeting of the association with

the real live brokers to be present and accounted for (I think some
25 firms or individuale.)

.. Of course, the key to this is a

~~ themselver, their interest, what'
-My-impression overall, however,
sophbistication in Armenia (say,

reality check on the brokers
& going on in the real world, etc.
ie that there is a fair degree of
compared with Ukraine) and this
might just be an interesting place to do some modest EERPF work.
I:like the connection with the American University as well, which
could even.at some point give us a link into & real -estate -center
possibility. -In any event it represents an institutions which
probably can quickly understand what we are talking about.

1 will ask Steve Anlian to give us an update on the
association's founding meeting. Then I'G like you to get in touch
with him and try to schedule a visit there for yourgelf or one of
your gang to do some exploratory work with the association,

For now, I don't see this as a major commitment for EERFP, so
don't get too nervous. It would be worth it, however, to look into
what they aré doing and perhaps give them some help down the line.
Maybe you have some Armenian-Ameri

can NAR types who would be
interested, p
I may miss you on your return, since I'11 be on TDY in Central

Asia Feel free to contact Steve Anlian (copy of his letter
attached.)

cc w/att, Dave Oiinger
Dianne Tsitsos




Appendix C. Job Description and Application Form for Official
Bidding for the Position of the Executive Manager of AREA

[ILCIiI‘d' qQ.NF3Lh 2U3UUSU L UUNSPUSPUSH GUAULU MUTL
UrsSnkr3(0

Lhpwonipym

UGywpd Gnyph {wjwumwGh Qunghwghwl hhdGwnpyty £ 1994 p. hnyumbdpkph 6-
hG, npybu wGwpd gniyph nnpunid gnponn JuqiwytpynipjmGGtph Shopjmd,
Gupuwnwl mGGEGwny.

o Uwmbtinoty QwjwumnwGh {wlpuybtinnipjul nwpwopnid wlywpd gniyph wn nt
Jwdwnph, pwhwgnpotwb b junwjwpiwl pwunupwyhpp L wpyniGugtnm
onijw, wyywhnyty dwnwjnipyniGatiph pupép npuy L JuuwhbihnipynG;

o  Uunghwghwjh wlnuiGtphG wywhnytp wiywnpd gnyph htin wnbgynn pniljujh
dwup G hGpnpiwghwny;

o Upwlt L Yhpwntp wlywpd gnijph gGuwhwwndwb dipnnhyjw;

o  GQuquuytpuyb] nundGuywb dpuigptp b ubdhGuplbp’ Uunghwghuwjh
wlnwuibtipnh hwdwp;

o Uwmbtinoty YnGyniphGhmiGiph winudGtph L wwpd gnyph uywuwpydw@
JuqiwytpynipynGatph dhol thnfupwhwytin hwpwptipnipniGGph
UbfuwGhquGbp;

o Muynuuwlhy Uunghwghwjh winuiGph jwhtpp Junwywpwlwl wwppbp
dwpuphGGEpmy,

o  Uwuwhnyt Qunghwghwjh winuibtphl hpujwpwbwljwd, hwpyuuywhwluwd,
wbfuGhulwb L wj) oglnipjudp;

o Guqiwltpyt] gnjuqrpuyhl gnponiGinipyni h ognun Uunghwghwjh
wlnudbtph:

Uunghwghwjh jurwywpsh wpwpowljuwinpymGGtpp

Uunghwghw hip uuihﬁopjul qnpomiGtinipjnilp unwpbim hwdwp qupénud k
Yuwnuwijwphy, npG mGh htwbjw] yupnwyubnpniGtpp.

e Uwwhnyt Uunghwghwjh wikGopjw gnponiGimpynGp’ Uunghwghwjh
GupuwwyGhpp hpwlwbGugibing hudwp;

e Muumpwumnt] Uunghwghwh pjonigtil b wy Gipyujuglty SGoptGatph funphpnh
hwumnmwwmdwp; ‘

¢ Uunghwghuwyh winiGhg hwintu qui junwjwpwywl wwpptip dwpdhGGhpny,
pwlwygnipjmGGtp Jupti L YGpt yuydwlwgnbp;

e wpdbp wyfuwmwluqd hwidwéw)i SGoptGGtph funphpnh Ynndhg
hwunwwywd hwumhpwjhG gnigwyh;

¢ )Gk wnwgGnpy, Juqiwlbpybi wpfuwmwlugqdh wpngmniGujtn
wluwmnwGpp, untindb) puptGywun wfuwnwbpuihG ywydwiGbpp,
dundwGwhG yEwpby wyfuwmwjwpdp;

e Upwljtii opwgptip Uunghwghuyh gnponmiGlinipjw ipwptipyug b Ghplujugltiy
wjG SGoptGGLp] funphpyh( hwunwndwl hwdwp;



e SGophGt; Uunghwghwjh gnypp b $hlwGumjul shyngGtipp, wuywhnyby
opwgntph juwnwpnuip’ hwumwwywd pynigth vwhiwGibpnuy;

Uunghwghwjh uowwphsp hwyybwmnt kL hp gnponiGhnipyul hwdwp SGoptGGtph
funphpnhG L Uunghwghwjh wlnuiGtph pGnhwlnip dnnnyhG:

Uunghwghwjh jurwywphsp Uunghwghwjh gnpontGingpyul hwdwn
wwnwufuwlGwnn £ punwpwlnud b wpphupuwdnod:

Uunghwghuwjh unwywpsh wwpwmnbh dpgnyph ghinpnGiphG Gipljujugynn
wwhwG9GGpp.

Uunghwghwjh uowdwpsh wwpwnbh dpgniph ghinnlGbpp whnp L niGEGwl
JuqdwlbpynipmGGph nhjujwupiwb hopd, gnpowpun nhjudupiwl L
2nijuywijuwl mmbuwghwmwlwb funpp ghwmbihpGhip:

UGqitipt6 tquh mppwytimnudip b wG)wpd gniph plwgquyjuwnnud ghwbihpltpp
guGluwih &G:



UrsnNir3ehy UUULUUSGLAR {U3S
Lnnp i1u1]u1bpg whwp b GipYujugyuo (hGLG wju dLp hwiwéw )G dhGsk 1994p.
Gnjtsptipp 20-p, dwndp 17:00, Gplawd, Lwhph Qupjul 22 hwugtijny, 5-pn hwnl,
nGyuiGwpw:
fulnpymd £ wwp hGwpwynphG suwg uywnhy wwwnwufuwGatp:

Gpb mtinp spwjwywbugh, jupnn tp wybjuglty pugnighs GnyyG ywithuh
ptipphyGbp:

fuinpynid t qpby plptinGhih dtnwgpny Yud wwgbg mywgpulub dtipkGuyny:

tuGnpynud E hwjnp (pugltijnig wnw9 wisph wglugltiy pninp Yggwd
fruuwmwpnphipp:

I. UGmG, wqqulnG

2. OGGnywd phy

3. {wugh, htinwjunu

4. UptuwnwGpuyhl gnpontGnipyniGp (Unnpl pipduio winiuwnud Gotp Yupoh
tiptip mwphGiph ppwgpnid Jkp wpfuwnwlpuwhl qnpontGtinipjwul
Jpwpbipju myuilbp’ htnwngupd jupgny):

Wyluwwnwbph dwdlymbtpp (wdhu, wuph)

Muwywnlh wijulnuip

QtnGwpynipjul wijwlnuwip b hwugkl

UGdhowwl nijunjwph wlniGp b ywywnlp

MuwpuwljwinipnGitpp Gupughpp




Wluwwmwbph dwiltinGbpp (wdhu, wmwph)

‘szlumﬁ]l wlyuwlnudp

QtnGwpynipjul wlijwlnuip L hwugkG

UGdhowlhuwb ntjwjwph wlniGp b wwywnbp

MNupwwljwinpymGGtph Gyupwqghpp

Wluwnwlph dwdltmGhpp (wdhu, wwph)

MNuwynnlh wijwlnuip

QtnGwpynipjul wijwlndip W hwugkl

UGdhowlwl nuwywph wlnGp L ww)ywnlp

MuwpunwlwlnpjniGitph Gupwqhpp

. Uppmipjnilp (hbnwnupd Jupgny)

w. nuunuGwlwl hwunwwnnipnibp

atinp phipwo dwulwghwnpymGp /A4nsnuip

p. nwunuiGwlwl hwunmwwmnipyniGp

atinp plipwo Jwulwghwnipynilp /nsnudp

q. nunidGuljwl hwunwnnpmilp

atinp pipwo dwulwqhwmnipjnGp Yngnudp




6. “Lwpwqptp Yndununbiph htn wpfuwwnbnoe Ytp thnpép (hGswhup dpwgpuigh
wwywhnydwb htim tip wuwwnt] b nppwil dwdwGuly):

7. Nppwlny tp owlinp wGywpd gnyph nijugh, uruwjuwpdw6 b ywhwgnpdtwb
plwquywnhl

8. hGsuhuh wiubljw6 Yewph nhypnid, nnip Gywwwluwhwpdwp p qubnnd
wywhnyti| myjup yupdwlwgpny Gujuwnbufwd wyfuwwmwGplbpn

9. ‘Lbpyujugptp fulinptid Gujuyhbnd Qtq htim gnpoGwlwl hwpwpbpnipniGatph
ubg tnwo 2 hpwjwpwlwlwi fud Phqhjulwl wiakpp whnilp, hwught b
htinwfunup, npnGg WkGp Jupny GGp nhibt Qtp Jwupl mbntynipjmGGtp
unwlwint hwdwp:

10. Qtp Yupohpp dwjwumwiinid whpwpd gnyph znijuigh funwyupiw6 b
2whwgnpodwl YwuhG, puptpuydwb h6syhuh mnhGhp bp whuGno

Bd unnpuwigpnipyniGny Junwhbglnid b, np Ytpnhhyjwy mbintynipniGatpp tinohp
sb6 upupnGuynid:

umnpwgnnipjnil wlinl, wgquiGmG

1994p.
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