Annex 3

Annex 3 to Assistance Agreement
Amplified Description 

Country Development Cooperation Strategy FY 2013-2017
I.  Introduction

This annex describes the activities to be undertaken and the program and achievements to be made with the funds obligated under this Agreement.  Nothing in the Annex I shall be construed as amending any of the definitions or terms of the Agreement.  

USAID is assisting the Government of Armenia to improve quality and utilization of selected healthcare services in priority areas and to implement social policy reforms.

The Assistance Objective identified in the Assistance Agreement will be achieved through the following set of Development and Special Objectives defined in USAID’s Country Development Cooperation Strategy for 2013-2017 and the associated Intermediate Results (IRs) and sub-Intermediate Results (sub-IRs): 

Health
Special Objective: Quality and utilization of selected healthcare services improved in priority areas 
IR 1: Health resources more effectively targeted to address priority areas
IR 2: Public and private sector capacity to deliver quality services in priority areas improved 
IR 3: Public health surveillance in priority areas improved
Social Protection
Development Objective 1:
Inclusive and sustainable growth enhanced
IR 1.2:
Increased competitiveness of targeted sectors

Sub-IR 1.2.2: 
Workforce improved to meet market demand

Development Objective 2:
More participatory, effective and accountable governance

IR 2.2:
More open and responsive policymaking and implementation
Sub-IR 2.1: 
Government policy process more transparent and participatory

Sub-IR 2.2:
Technical capacity to implement and monitor national reforms strengthened
These results will contribute to broader development goals aimed at enhancing Armenia’s health and human services through innovative institution building; improving the health and social protection of Armenians; and reducing poverty.  Key assumptions critical to realizing these results and contributing to these goals are that health and social protection reforms remain priorities for the Government of Armenia (GOAM) and that the economy resumes positive economic growth by 2017.

The program will contribute towards improving economic productivity of vulnerable groups (keeping the workforce healthy and balancing labor market demand with supply); managing public funds more efficiently and reducing opportunities for corruption (institutionalizing more transparent and accountable financing systems); building civil society (strengthening NGOs and professional associations and mobilizing communities for improved health outcomes); and promoting peace and security (meeting citizens basic needs, providing safety nets for the most disadvantaged, and maintaining the public’s trust that all and not a few Armenians will benefit from government policies).  
II. Background

A. Health

During the two decades of USAID assistance to the Armenian health sector important investments have been made in laying the foundation for a more equitable and efficient Armenian health system. With USAID assistance, the GOAM introduced a Basic Benefits Package (BBP), providing free primary health care and maternity services to all Armenians. Every resident is also now able to choose his or her own health care provider in the Open Enrollment System.  In partnership with the Ministry of Health, family doctor and nursing skills improved and family medical practitioners opened independent practices.  Targeted interventions and focused commitment resulted in U5MR decreasing by nearly half and improvements in vaccination and antenatal care coverage.

Despite substantial progress in improving health outcomes over the decade of assistance provided, issues remain in three areas: maternal and child health; reproductive health; and multi-drug resistant tuberculosis (MDR-TB).  Armenia is not on track to meet its Millennium Development Goals target for either under-five (U5MR) and maternal mortality rates (MMR).  According to 2010 Armenia Demographic and Health Survey, contraceptive prevalence rates remain markedly low with only 27 percent of married women using modern methods; 21 percent of currently married women have unmet need for family planning.  The same survey indicates that one in five children under age five is stunted and four percent are nutritionally wasted.  Stunting or chronic malnutrition has grown in the past decade. Armenia ranks in the top ten worst countries in the world for MDR-TB, with rates of 9.4 percent for newly diagnosed and 43 percent for recurrent cases.  

B. Social Protection

The Government of Armenia (GOAM) with USAID’s technical support has been consistent at working to make the country’s social protection system more efficient and financially stable.  Its poverty reduction program embraces a new multi-pillar pension system and an integrated social services delivery system.  
Statistics from 2011 show that approximately 35 percent of Armenia’s population live in poverty (up from 27 percent in 2008) and those age 65 or older comprise the largest percentage of the poor population, about 12 percent.  
Limited coverage, weak compliance, and weak institutional and human capacity remain major impediments to implementing the new pension system, which was overhauled with a package of pension laws adopted in December 2010, improving the social protection landscape.  Armenia collects about $276 million in social program payments (payroll taxes) and pays out $388 million in just pension benefits alone.  The $110 million shortfall is an ongoing drain on the general budget and significantly crowds out many other needed social programs and services. Ultimately, the implementation of the new pension system and introduction of a more efficient and effective social services delivery system are necessary elements for achieving economic growth, social stability, and broad-based social inclusiveness in Armenia. As a result, the GOAM has prioritized pension reform and social protection efficiency and strengthening for national development.  

One of the priorities for USAID and GOAM is the promotion of the equal employment opportunities and access to employment as a basic human right for people with disabilities. Today in Armenia, persons with disabilities (PWD) face exclusion from the labor market and many of them are forced to live in poverty. A person with a disability in Armenia is more than ten times likely to be unemployed than a person without a disability.  Due to this exclusion from the labor market, people with disabilities must depend on disability pension payments, all too frequently inadequate, to survive and, as a result, their income is considerably lower than that of non-disabled people.

The issues faced by the disabled in seeking employment are among the top priorities in the social policy of the GOAM, which is strong in political will and is making great strides; however, the funding is inadequate, consequently all existing programs reach only a very small number of people and the most important problem is that an effective model on provision of employment services to PWDs is missing. 
Continued USG support is needed to reduce the barriers that limit participation and integration of PWDs into the society and to create opportunities for hundreds of PWDs to obtain competitive professional skills and knowledge to secure their jobs.
The official data states that children under 16 years of age represent 19.4% of the total Armenian population in the beginning of 2012 (declining from 32.3% in 1990). According to the 2011 Integrated Living Conditions Survey, children of Armenia are exposed to a higher risk of poverty than the population as a whole.  In particular, some 4.7% of children (under 18) live below the extreme poverty line and 41.9 % below the poverty line. Although only 1.2% of all Armenian children are disabled or live with other disabled children, 64.8% of them are poor and 8.4% are extremely poor. 

Presently, over 4,500 children live in 42 residential institutions in Armenia – a relatively stable number over the last years despite the decline in child population.  Only 10% of children in the orphanages are orphans.  The majority of children in state institutions are from socially vulnerable families who have at least one parent alive.  After the placement in an institution, however, the majority of these children (“social orphans”) spend their childhood there due to the lack of support provided by social protection services.

The GOAM recognized de-institutionalization as a priority in 2011 and has committed to establishing community-based alternative services and family type care services for children deprived of parental care. 

III. Funding

The Financial Plan for the Program is set forth in the attached table at the end of this annex- Annex 1(A).   Changes may be made to the financial plan by representatives of the Parties by written notice without formal amendment to the Agreement, if such changes do not cause (1) USAID’s contribution to exceed the amount specified in Section 3.1. of the Agreement, or (2) the Grantee’s contribution to be less than the amount specified in Section 3.2 of the Agreement.

IV. Intermediate Results and Illustrative Activities.

A. Health

The Special Objective “Quality and utilization of selected healthcare services in priority areas improved” will be achieved through the following sub-Intermediate Results (IRs): 
IR 1: Health resources more effectively targeted to meet priority areas.
This IR will focus on effectively targeting health expenditures to achieve key MDG indicators for tuberculosis, maternal and child health, and family planning.

Intermediate Result Indicators IR1

· Reduced out-of-pocket expenditures for health care services, as a percent of total health expenditures;
· Enrollment-based financing scheme is implemented;

· Payments to TB in-patient facilities, comprised of the flat-rate reimbursement per discharged case and the fixed amount paid to the hospital for running costs, is implemented
Illustrative Activities:

· Applying improved health financing strategies that mobilize adequate funds for health services, pool resources to spread costs, and efficiently allocate resources for equity and optimal health impact. This will include, but not limited to, support to the GOAM in the medium-term-expenditure framework planning and program implementation in terms of enrolment-based financing, performance based remuneration, normative costing studies, etc.

· Developing and applying performance dimensions reflecting broader priority issues such as infection control into the fixed amount paid to TB hospitals for running costs to introduce a financial penalty on hospitals for poor infection control to minimize cross-infections within hospitals.
· Introducing monthly bonus payments to providers at PHC level to incentivize high quality and rapid detection, testing, and diagnosis of TB patients. 

Activities under this intermediate result will be funded from the Health program areas illustrated in the budget section of this Annex.  

IR2: Public and private sector capacity to deliver quality services in priority health areas improved.
This IR will increase the capacity of both government and non-governmental organizations to identify and address key gaps in delivering TB, mother and child health and family planning services.

Intermediate Result Indicators IR2

· Percent of Family Doctors providing family planning (FP) counseling services 

· Percent of health facilities adhering to the components of the WHO Stop TB Strategy

Illustrative Activities:

· Providing cost-effective health promotion and disease prevention information and services, eliminating waste and inefficiency; 
· Supporting professional groups and the GOAM in providing and maintaining high-quality evidence-based MCH, FP/RH, and TB services.

· Supporting the MOH in strengthening institutional and human resource capacity and overall performance for target health services such as maternal and child health, tuberculosis, and emergency care.

· Improving distribution of TB specialists in marzes and involve family doctors in prevention, case detection, and follow-up treatment.
· Ensuring uninterrupted supply of publicly procured contraceptives by the establishment of a Logistics Management Information System.
IR3: Public health surveillance in priority areas improved.  
This IR will strengthen government capacity to continuously and systematically collect, analyze, and interpret data needed for planning, implementing, and evaluating TB, mother and child health, and family planning services.

Intermediate Result Indicators IR3

Progress in achieving this result will be measured by:

· Percent of facilities using data to improve MCH care.
· Percent of facilities using data to improve TB care.
Illustrative Activities:

· Strengthening strategic planning and management systems on facility, marz and national levels, strengthening monitoring and evaluation (M&E) systems;

· Establishing a system for continuous track of leading causes of MCH morbidity and mortality in Armenia;

· Improving TB Monitoring and Evaluation system by adapting the reporting and recording system based on internationally approved new definitions and reporting framework.

· Introducing a functioning surveillance system on child nutrition (growth, development, breastfeeding, anemia, etc.) at community, regional, and national levels;
Activities under this intermediate result will be funded from the Health program areas illustrated in the budget section of this Annex.  

B. Social Protection
The Development Objectives “Inclusive and Sustainable Growth Enhanced” and “More Participatory, Effective and Accountable Governance” will be achieved through the following IRs and Sub-IRs:
IR 1.2: Increased competitiveness of targeted sectors

Sub-IR 1.2.2: Workforce improved to meet market demand

USAID will continue supporting GOAM to promote the policy on equal employment opportunities and access to employment as a basic human right for people with disabilities by providing technical assistance and services to beneficiaries with three main components: (1) creation and /or further development of a coherent set of services related to vocational skills assessment, professional skills development, and professional rehabilitation of persons with disabilities, (2) provide recommendations and assist GOAM to implement relevant policy/administrative changes or reforms where necessary; and (3) increase public awareness on access and employment rights of PWDs.

Intermediate Result Indicators sub-IR 1.2.2

Progress in achieving this result will be measured by:

· Number of persons with disabilities assessed and trained on work readiness and life skills.

· Number of persons with disabilities placed on jobs or offered internship.
· Number of guidelines, manuals for employment of persons with disabilities developed.
Illustrative Activities:

· Assisting GOAM in developing and fostering the implementation of integrated disability employment policies, strategies and models throughout the workforce development system in workplaces and in employment-related support programs and services. 

· Technical and legal expertise will be provided for the further development of the policies and legal acts regulating employment of PWDs to bring them into the compliance with the international best practices (of EU and OECD countries).

· Conducting trainings for employment centers staff related to tools and methodologies of assessment, rehabilitation and job placement of people with disabilities.

· Working with employers to create integrated work environment.

· Establishing social enterprises in cooperation with public and private entities. 

· Designing, producing and distributing awareness raising materials.
IR 2.2:
More open and responsive policymaking and implementation

Sub-IR 2.2.1:
Government policy process more transparent and participatory.

Support will be directed at the GOAM policy making institutions, including target ministries, local governments. Holding regular town hall meetings, publishing draft policies and legislation, developing protocols that foster participation are all examples of the mechanisms that USAID will support to encourage civil society-government collaboration. 

Intermediate Result Indicators IR 2.2.1
· Number of target public institutions employing established civic participation mechanisms;

· Number of meetings of joint policy commissions between government and representatives of coalition NGOs on target reforms

Illustrative Activities:
· Assisting GOAM in strengthening social services systems to better respond to vulnerable children and families at the community level in consultation of public administrations with service providers and the civil society. 

· Assist counterparts to provide a large-scale broad-based public information campaign on the social protection system reforms featuring town hall meetings, brochures, television and radio programs, interviews with local and leading international and regional experts, a telephone hotline, a website and the social media tools. 

· Partnering with Child Protection Network to promote social inclusion of children deprived of parental care and children with disabilities.
Sub-IR 2.2.2:
Technical capacity to implement and monitor national reforms strengthened.

USAID will help build the capacity of GOAM institutions to plan and carry out the steps needed to develop and implement key reforms, such as strategic and budget planning, data collection and technical analysis, drafting realistic action plans, improving information and financial systems, and expansion of knowledge and skills of staff.  USAID will support GOAM in the development of mechanisms for internal monitoring of progress on targeted reforms. Social policy is one of the key reform areas that USAID/Armenia will assist the GOAM to implement with a focus on improved social services, particularly for the most vulnerable populations.  

USAID will also assist relevant government institutions in administering an integrated, well-managed, fiscally sound and sustainable pension system and providing community-based services for vulnerable populations, especially children.  This important social reform will go a long way towards increasing civic trust in public services as well as improving government effectiveness and sustainable delivery of services.  A functional pension system will play an important role in reducing female old-age poverty associated with Armenian women’s relatively long life expectancy.  Improved community level social services and policy reform will create the conditions for deinstitutionalizing children deprived of family environment.

Intermediate Result Indicators sub-IR 2.2.2
Progress in achieving this result will be measured by:

· Improved scores for technical and institutional capacity of target government institutions to pass and implement reforms;
· Number of government-initiated mechanisms to monitor progress and impact of social policy target reforms established; 

Illustrative Activities:

· Development and implementation of competency-based training programs to improve the skills of the MLSA’s and relevant entities’ personnel in, including but not limited to:(a) pension management and oversight; (b) pension policy and regulation development; (c) pension financial projections and modeling; (d) pension enforcement, and (e) pension system integrity and soundness; 
· Support GOAM to develop, adopt and utilize policies and procedures for pension administration management and oversight in conjunction with the model of the Integrated Social Services system and to identify and draft/amend the laws and regulations needed to establish the system of the Integrated Social Services.

· Providing technical and legal expertise for further development of the policies and legal acts regulating implementation of social protection system reforms, particularly pension system reform and child care system reform.

· Provide technical assistance to GOAM to stop the flow of children into institutions and systematically reduce the number of children in institutional care through development of alternative social services aimed at children and families.
· Support GOAM in establishing sufficient alternative family and community based care options for children deprived of family environment (the child’s natural or extended family, foster care or adoption).

· Provide technical assistance to GOAM to refine laws and legislative actions, employ internal policies and strategies, align practices with policies that promote and strengthen child welfare and protection at household, community, and national levels. 
· Assist building the GOAM’s institutional and human resource capacity to assess the needs of individual children, prevent institutionalization and support them in families or whenever not possible, provide alternative community-based services.
Activities under these intermediate results will be funded from the program areas of Social and Economic Services and Protection for Vulnerable Populations illustrated in the budget section of this Annex.  

V.
Responsibilities of the Parties 

a. Government of the United States of America

In addition to providing up to 26.9 million U.S. dollars for health and social service project assistance to include improvement of the quality and utilization of tuberculosis (TB), maternal and child health (MCH), family planning and reproductive health (FP/RH) services, pension reform, integration of disabled into the labor market, and selected GDA partnerships, the USG will:

i. Implement these activities by awarding contracts, cooperative agreements and/or grants to private U.S. or Armenian companies and or to private voluntary groups with funds obligated in this agreement.   As appropriate, the USG will allow GRANTEE participation in, and access to information related to USAID project procurement activities under this agreement, including participation in procurement evaluation panels for major activities.  In such an event, the GRANTEE’s representative shall comply with all applicable US law and regulation pertaining to participation in such panels, and may be required to sign appropriate non-disclosure and conflict of interest documents.  This will be done through USAID procedures and rules for direct contracts and grants.  

ii. Provide Implementation Letters to inform the Grantee of decisions regarding implementation mechanisms and awards for performance of activities under this AA.

iii. Invite representatives of the Ministry of Finance, Ministry of Health, Ministry of Labor and Social Affairs, and/or other GOAM counterparts to participate in all audits required to satisfy USG regulations.

iv. Collaborate with the GRANTEE on monitoring and evaluation procedures related to health and social sector assistance.

v. Share with the GRANTEE any USAID-funded environmental assessments related to the assistance.

vi. Maintain a dialogue and technical assistance to the GOAM to fulfill GRANTEE commitment to increase public expenditures for health and social protection programs as a percentage of GDP (notwithstanding current financial conditions may not permit near-term budgetary and staff increases)

b. Government of Armenia 

i. The USG provided health and social sector capital investments shall not be incorporated into the GOAM contributions for either sector, with the exception of future operations and maintenance costs.

ii. The GRANTEE shall maintain public ownership of each piece of USG supported health/social sector infrastructure project for a minimum of 5 years after USAID funded works are complete and the asset is in full operation, unless agreed otherwise by the parties in writing.  Assignment to entities under Grantee’s 100% ownership shall be consistent with this commitment.

iii. The GRANTEE will incrementally increase public expenditures for health and social protection programs as a percentage of GDP by 2017 bringing it to 1.9% and 8.3% accordingly, and also fill key staff positions critical to the sustainability of the reforms (notwithstanding current financial conditions may not permit near-term budgetary and staff increases).  

iv. The GRANTEE commits to the following policy actions in support of the shared objectives of the Agreement:

a) The GRANTEE will optimize the number of TB hospital beds and prioritize out-patient diagnosis and treatment of TB.
b)  The Grantee commits to provide funds for contraceptive procurement in the health budget cycle for 2015 and centrally procure contraceptive commodities for vulnerable populations using public funds starting January 1, 2015. Subsequent disbursement of funds to the Grantee after January 1, 2015 shall depend on Grantee’s adherence to this commitment.
c) The Grantee will advocate for passing the National Law on Breastfeeding Promotion and Regulating Marketing of Breastmilk Substitutes that stipulates a national programme on breastfeeding and prohibits promotion of breastmilk substitutes, bottles and teats to the general public by commercial entities and health professionals.
d) Effective from January 1, 2014 the Grantee will finance primary healthcare facilities based on the number of population enrolled with the primary healthcare physicians as it is stated in the provision 3 of the Order on Organization and Financing of State Guaranteed Free Health Services in the Framework of Annual State Targeted Health Programs approved by the GOAM Decree N 318-N dated March 4, 2004 on State Guaranteed Free Health Services.
e) The GRANTEE commits to supporting families in situations of vulnerability, in particular, families with children living in extreme poverty through systematic, long-term policies and programmes to ensure access to social services and sustainable income opportunities.

f) The Grantee will submit and accelerate the adoption of legislative proposals as specified in Attachment A, in the area of children’s rights that are in full conformity with the UN Convention on the Rights of the Child.
g) The GRANTEE commits to full and effective implementation of the laws, internal policies and strategies, aligning practices with policies that promote and strengthen child welfare and protection at household, community, and national levels.

h) The GRANTEE will develop a Master Plan of Transformation with a number and type of institutions which have to enter in a moratorium for new entries and /or are to be downsized, closed down or transformed in new services. 

i) The GRANTEE will establish sufficient alternative family and community based care options for children deprived of family environment, including children with disabilities.

j) The GRANTEE commits to inclusion of children with disabilities from care institutions in the mainstream education system.

k) The GRANTEE commits to transfer financial savings arising from the reduction of numbers of children living in institutions to fund early intervention and community-based alternative services. 

l) Effective from January 1, 2016, the GRANTEE will discontinue financing of the residential institutions on per capita basis and replace with a flat-rate payment to the institutions during the transformation process, in accordance with the international best practice.

m) The GRANTEE will develop social service structures, staffing patterns and type of service providers at national and local levels and build the capacity of the institution staff (including continuing education and licensing) for provision of community-based support services during the transformation period.

n) The GRANTEE will partner with Child Protection Network and media to promote social inclusion of children deprived of parental care and children with disabilities.

o) The GRANTEE takes commitment for financial sustainability of alternative services (to be demonstrated by inclusions into Medium-term expenditure framework and other financial planning tools).

p) The Grantee will submit and pass the following laws (“legislative package”) 

in accordance with the following schedule:

	Legislation
	Date by which submitted to the National Assembly

	Passage of National Strategy for Family Policy
	2014

	Passage of a comprehensive Child-protection Act to ensure that children are protected from abuse and neglect both in the family and in institutional care in accordance with the provisions of the UN Convention on the Rights of the Child.
	2016

	Passage of reforms to relevant laws in order to enable functioning of alternative family and community based care options (diversified foster care, adoption) for children deprived of family environment.
	2015

	Passage of Amendments to Law on General education to transform special schools to pedagogical support centers
	Amendment passed first reading at National Assembly. It is anticipated that will enter into force in 2013.

	Passage of Amendments to Law on State Benefits to define family poverty benefit to vulnerable families with a child and social benefits to other vulnerable families.
	2014

	Passage of relevant legislation within the Integrated Social Services System Introduction in order to enable provision of services to prevent placement of children in residential care institutions.
	2014
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