  < PROJECT CONCEPT PAPER FOR KSP POLICY CONSULTATION >

Digital transformation of Financial Market Infrastructure in Armenia

I. Introduction 

1. In 2004, the Ministry of Economy and Finance of Korea (“MoEF”) launched the Knowledge Sharing Program (“KSP”) which is knowledge-based development and economic cooperation program designed to share Korea’s development experience with partner countries. In 2011, the MoEF newly initiated the Joint Consulting Program with International Organizations (“IOs”) in order to provide more tailed solutions for partner countries by leveraging regional expertise and networks established by the IOs. KSP offers comprehensive policy consultations aligned with the needs of the partner countries encompassing in-depth analysis, policy recommendations, and training opportunities.

2. According to the Memorandum of Understanding (“MOU”) on the KSP[footnoteRef:1], and based on the project proposal submitted by the Central Bank of Armenia (“CBA”), through the European Bank for Reconstruction and Development (“EBRD”), the MoEF and the CBA agreed to undertake the Digital transformation of Financial Market Infrastructure in Armenia (the “Project”) through KSP-EBRD Joint Consulting Program. Under the supervision of MoEF, the Export-Import Bank of Korea (“Korea Eximbank”), as the government agency for KSP, will arrange the Project. [1:  The MOU was duly signed on May, 19, 2011, between the EBRD and the MoEF.] 


3. The project aims to provide the Central Bank of Armenia (“CBA”) with consultations for strategies and policies to promote the application of Digital Financial Market Infrastructure in Armenia. The impact, outcome, outputs, activities, project implementation arrangements will ground on direct consultation with the CBA and the EBRD.


II. Background

4. The Republic of Armenia’s economic transformation since the collapse of the Soviet Union has been profound. Today, its economy is market-oriented and highly open to foreign trade, capital, and technological innovation. In early 2021, the Armenian government approved the country’s new five-year digitalization strategy which envisages digital transformation of the Government, the economy, and society through the development of innovative technologies, cyber security, data policy and e-services and e-government systems.

5. In line with the country’s basic direction, the government and the Central Bank of Armenia (CBA) have made huge efforts to solidify the basic financial infrastructure. Thanks to policies put in place by the CBA, the country has accomplished dramatic growth in terms of financial inclusion. The account penetration for adults shot up to 47.8% in 2017 from 17.7% in 2014 while the number of bank cards per 1,000 adults rose to 610 in 2016 from 91 in 2007. However, due to a limited availability of non-cash payment channels, most economic activity is still carried out by cash. Additionally, closed payment systems that do not support a real-time transfer between different banks are posing as an obstacle to customers’ banking experiences.
6. With the current pandemic, which has highlighted the importance of nationwide digital financial services, it seems imperative for Armenia to jumpstart modernization and innovation in the finance industry and promote financial inclusion across the country. However, due to a lack of experience and expertise in this area, the speed of development is slow, and the CBA is in need of policy advice in prioritizing and pushing ahead digitalization of the financial market. Therefore, it is critical for the CBA to get support from international experts and achieve the goal of digital finance and financial inclusion.

7. Meanwhile, Korea has extensive knowledge and experience in digital financial market infrastructure, which could provide useful guidance to digitalization of the financial market in Armenia. With highly-advanced IT technology, Korea has been operating several digital financial systems for more than three decades, which has been contributing to Korea’s economic development. To support this, Korea government also has endeavored to enhance competitiveness by securing digital resources and reasonably reforming existing regulations. As a result of all efforts, Korea has ranked highest level among countries in Asia-Pacific region in terms of the use of digital finance system such as online purchase and open banking[footnoteRef:2]. [2:  The digitalization of commerce in Asia-Expanding the rewards and addressing the risks, The Economist intelligence Unit(EIU), 2019] 


8. This project concept paper (PCP) reflects the intention of the CBA and Korea to cooperate and collaborate on establishing effective policies and regulations on digital transformation of financial market infrastructure in Armenia. To do this, Armenia will partner with the MoEF, in collaboration with the EBRD. Specific, sequential steps include: (i) carry out a diagnostic analysis on existing financial market infrastructure in Armenia, (ii) carry out a comparative evaluation of best practices about digital financial market infrastructure between Armenia and Korea through the case study, (iii) based on the initial diagnosis and best practices, design most feasible To-Be models targeted to Armenia, and (iv) provide knowledge exchange and capacity building programs for Armenia government officials.

9. For this project, the Korea Eximbank will be responsible for planning, management and monitoring of the project, in close coordination with the CBA, and with support from the EBRB. Korea Eximbank will employ a consulting firm of Korean national(s) (“KSP consultant”) to conduct activities in accordance with key milestones, as well as individual consultants to provide in situ support, as relevant. To ensure successful project implementation, the KSP consultant is expected to (i) liaise directly with the Korea Eximbank, the CBA, and the EBRD, (ii) report the progress of the project according to the project schedule and/or upon request in a timely manner, and (iii) actively and effectively communicate with the Korea Eximbank and the CBA. The details of the assignments are subject to change upon mutual consent among Korea Eximbank, the EBRD, and the CBA.


III. Detailed Tasks : KSP-led Activities

10. At the initial stage, the KSP team of Korea Eximbank, the EBRD and the CBA will hold an inception seminar to discuss in detail the topics to be covered in the Project. Once the work scope is determined and reflected on this PCP, the KSP will identify a consultant to carry out the activities as assigned, under the supervision of Korea Eximbank, the EBRD and the CBA. Additional individual consultant support will also be hired, as relevant.
11. (Activity 1) Diagnosis and Analysis on Current Situation of Armenian Financial Market Infrastructure

To identify current situation and necessities of Armenia, the KSP consultant will carry out both primary and secondary research, including but not limited to: 

i) Critically review documents and data regarding Armenia’s current financial market system, including economic environment, current infrastructure such as payment and settlement system, on-going relevant projects, and so on;
ii) Review of relevant policies, legal and institutional frameworks in Armenian financial market; and
iii) Review of financing measures adopted for the digital transformation of Armenian financial market.

While a portion of this initial diagnosis and baseline-setting will be done through secondary research of existing documentation, the KSP consultant is also expected to carry out primary research through both virtual interviews as well as fact-finding missions[footnoteRef:3]. In addition, the KSP consultant should strongly consider hiring at least one, and potential more, local individual expert(s) to support with the engagement with the CBA and local stakeholders, as well as with the gathering of relevant data and information. [3:  The numbers and the schedule of fact-finding missions are subject to change depending on   COVID-19 situation and through mutual consent of the Korea Eximbank and the CBA.] 


12. (Activity 2) Case Study on Korean Digital Financial Market Infrastructure

Based on the results from Activity 1, the KSP consultant will identify and synthesize successful and relevant Korean and international case studies to help Armenia government officials learn digital financial market infrastructure policies and systems. Specifically, the case studies will give special focus to the sectors (e.g.technical standards, rules & procedures) carried out by Korea. Activity 2 will cover but not limited to: 

i) Analysis on Korea’s digital financial market infrastructure for retail payments such as FAST PAYMENT SYSTEM;
ii) Review of relevant technical standards and procedures about digital financial market infrastructure in Korea;
iii) Review of relevant policies, legal and institutional frameworks in Korean digital financial market infrastructure for retail payments (particularly, related to Open Data and Open Banking); and
iv) Specific case studies on related international cases (e.g. countries with advanced varied degrees of financial market development, other CIS countries, etc.) to compare with Korean cases.

All of the information on best practices should be synthesized and presented in written or other audiovisual manner, to serve as important references for Armenia authorities. It is recommended that the KSP consultant coordinate closely with officials from the authorities of Korean financial institutions to ensure a rich exchange of knowledge.

It is also recommended that the KSP consultant coordinate with and incorporate lessons from the EBRD’s implementing knowledge sharing project related to the proposed project such as Expansion of Electronic Financial Services and Financial Inclusion in the Post-Covid-19 era.

13. (Activity 3) Policy Recommendations on Establishing Effective Development Strategies and Action Plan for Armenian Digital Financial Market Infrastructure

Based on the results and discussion from Activities 1 and 2, the KSP consultant provide policy recommendations and strategies for effectively transforming into digital financial market infrastructure in Armenia. Detailed activities will cover but not limited to the following: 

i) Providing guidelines for establishing digital financial market infrastructure to increase financial accessibility and financial inclusion; 
ii) Architectural design on structure of digital financial market tailored to Armenia;
iii) [bookmark: OLE_LINK1][bookmark: OLE_LINK2]Analysis of cost and benefit when digital financial market infrastructure is applied; and
iv) Providing advice on policy establishment which will be derived with a focus on new business design and execution plans.

14. (Activity 4) Capacity Building and Knowledge Exchange Workshop and Interim Seminar in Korea[footnoteRef:4] [4:  Detailed venue and formality of proceeding the capacity-building workshop and interim seminar are subject to change depending on the COVID-19 situation and through consultations among the three parties (Korea Eximbank, the EBRD and the CBA).] 


The KSP consultant will host a capacity building and knowledge exchange workshop for Armenia officials, aimed at strengthening technical capacities in digital and technology-focused systems, and tailored for specific needs that arise through the implementation of this Project. While the workshop will share Korea’s know-how and lessons learned, additional details and contents for learning and discussion will be determined through discussions between Korea Eximbank, the CBA, the EBRD, and the KSP consultant.

In addition, the Project includes an Interim Seminar, which will take place approximately at the mid-point of implementation and will allow the key stakeholders to review the progress of the Project and provide feedback for the final phases and products.

15. (Activity 5) Final Dissemination Seminar

The KSP consultants shall present the final report at the final dissemination seminar at which key project stakeholders shall be invited, in close coordination with the CBA and with support from the EBRD. The seminar aims to disseminate the project outputs and the final proposal of a Business design for digital transformation of Financial Market Infrastructure of Armenia with the CBA and relevant experts and stakeholders.


IV. EBRD-led Activities and Support

16. In coordination with Korea Eximbank, the CBA and the KSP consultant, the EBRD will provide in kind support to the Project, i.e., provide existing staff support and coordination to ensure the success of the Project. Specific tasks include participation in workshops and coordination meetings, support with the gathering of relevant documents and information, review of draft products, and identification of relevant practices and lessons from the CIS context.

17. In addition, the EBRD will endeavor to recommend hiring local Armenian consultant(s) to work alongside the CBA to serve as a bridge between the KSP consultant and the local stakeholders, if necessary, and provide direct support for organization and implementation of tasks for the CBA.


V. OTHERS

18. All parties have exchanged their opinions on the work scope of the project, future plans as well as the ToR of the would-be KSP consultant. All parties will contribute to the Project responding to the request of other parties – e.g. sharing of necessary reports and document in a timely manner, and fully cooperating with others for all necessary arrangements for field studies and report preparation.

19. Basic information on the project and ToR for the would-be KSP consultant are included in Appendixes 1 and 2.
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<Appendix 1>

Basic Project Information

	Title
	Digital transformation of Financial Market Infrastructure in Armenia

	Type
	KSP-EBRD Joint Consulting

	Duration
	September 2022 ~June 2023 (10 months) 

	Budget
	USD277,600(Tentative)

	Stakeholders
	Korea Eximbank, Republic of Korea
European Bank for Reconstruction and Development
Central Bank of Armenia

	Persons 
in Charge
	Korea Eximbank
· Ms. Hwa-Jeong Chae (KSP Team Director)
· Ms. Jae-Gap Kim (KSP Specialist) 
· Ms. Geunah Jeon (Project Officer)

European Bank for Reconstruction and Development
· Mr. Keuno Lee (Principal) 

Central Bank of Armenia
· Mr. Vakhtang Abrahamyan (Deputy Governor)
· Mr. Nerses Yeritsyan (Deputy Governor)

	KSP
Activities
	Activity 1
· Diagnosis and Analysis on current Situation of Armenian Financial Market Infrastructure

Activity 2
· Case Study on Korean Digital Financial Market Infrastructure

Activity 3
· Policy Recommendations on Establishing effective Development Strategies and Action Plan for Armenian Digital Financial Market Infrastructure

Activity 4
· Capacity Building and Knowledge Exchange Workshop and Interim Seminar in Korea

Activity 5
· Final Dissemination Seminar



<Appendix 2>

Terms of Reference for KSP Consultant

Digital Transformation of Financial Market Infrastructure in Armenia


I. Consulting Services

A consulting firm* will be hired to provide 4 key Korean experts for 28 person-months to undertake the KSP activities. The consulting firm will be recruited using quality and cost-based selection method (90:10) with technical proposal in accordance with KSP Proposal Evaluation Manual (2021, as amended from time to time).

* for example, this consulting firm may be in a form of consortium that is composed of payment and settlement system experts, ID verification, fintech, and etc. It will be determined as a result of competitive bidding among Korean nationals.

II. Summary of Consulting Services requirements and terms of reference

1. Principal investigator (PI) / 10 person-months

PI should have high expertise in the area of digitalization of financial market infrastructure, financial infrastructure policy, or related field.

The PI will: 

i) Be responsible for the work of KSP under the TOR;
ii) Supervise all field investigations and studies; 
iii) Provide overall guidance to other consultants and coordinate them in completing their works; 
iv) Supervise training activities and contribute to workshops, seminars and reports; and
v) Prepare inception, interim, and final reports of the project in coordination with other consultants, and review written reports for quality assurance.

2. Policy Specialist in digitalization of financial infrastructure / 6 person-months

The policy specialist will: 

i) Coordinate and collaborate with the PI to ensure timely delivery of outputs; 
ii) Analyze legal, regulatory, and institutional frameworks in Armenia;
iii) A case study on policy areas related to digital finance, payment and settlement system in South Korea; 
iv) Suggest on suitable policies on creating public policy regarding digitalization of financial infrastructure;
v) Training for capacity building for working-level officials of Central Bank of Armenia and concerned institutions;
vi) Guide and supervise input of individual team members and quality control of their outputs.
3. Technical Specialist in digital finance, payment and settlement system / 6 person-months

The technical specialist will: 

i) Coordinate and collaborate with the PI to ensure timely delivery of outputs;
ii) Review current digital finance, payment and settlement system in Armenia;
iii) A case study on technical area related to financial market, infrastructure and institutional frameworks of Armenia;
iv) Suggest and suitable model for the government of Armenia;
v) Training for capacity building for working-level officials of the Central Bank of Armenia and concerned institutions; and
vi) Guide and supervise input of individual team members and quality control of their outputs.

4. Capacity Building Specialist / 6 person-months

The capacity building specialist will: 

i) Review the current status of human resources development in digital finance, payment and settlement system; 
ii) Identify specific needs and create tailored capacity building programs;
iii) Design and operate training programs for capacity building for working-level officials of the Central Bank of Armenia and concerned institutions; 
iv) Contribute to workshops, seminars, and reports.


III. Outputs/Deliverables and timeline

The following outputs/deliverables are expected in a designated schedule:

· Inception Seminar and Inception Report (September 2022)

· Interim Report (January 2023)
· Executive summary
· Project overview
· Diagnostic Analysis on the Current Situation of Armenian Financial Market Infrastructure in Armenia
· A Case Study on Korean Digital Financial Market Infrastructure and Global References

· Capacity Building Workshop (February 2023)

· Final Report (May 2023)
· Executive summary
· Project overview
· Diagnostic Analysis on the Current Situation of Armenian Financial Market Infrastructure
· A Case Study on Korean Digital Financial Market Infrastructure and Global References
· Policy Recommendations on creating public policies and measures regarding Armenian Financial Market Infrastructure
- Establishment of Development Strategies and Action Plan for Armenian Digital Financial Market Infrastructure
- Provide recommendations on follow-up projects

· Final Dissemination Seminar and Project Completion Report (June-July 2023)

	Activities (Milestones)
	Expected Date

	Mobilization of KSP consultant
	July-August 2022

	Inception Workshop (Inception Report)
	September 2022

	Activity 1 
Diagnosis and Analysis on current Situation of Armenian Financial Market Infrastructure
	September – November 2022

	Activity 2
Case Study on Korean Digital Financial Market Infrastructure
	November 2022 – January 2023

	Activity 3 
Policy Recommendations on creating public policies and measures regarding Armenian Financial Market Infrastructure
	January – February 2023

	Activity 4
Capacity Building Workshop and Interim Seminar in Korea
	February 2023

	Activity 5
Final Dissemination Seminar (Final Report)
	June 2023

	Project Completion Report
	June 2023



*Please note that the estimated schedule indicated above may be subject to change.


IV. Costs & Estimated Financial Plan

The KSP budget for this assignment is about USD277,600(tentative) and it will be financed on a grant basis by KSP. The Central Bank of Armenia will provide counterpart support in the form of counterpart staff inputs, data and information provision and other in-kind contribution. It will cover expenses for all the activities mentioned above, including travel and accommodation expenses for consultants and administration.


V. Consultancy Requirements

A.    Characteristics

1. The consultant will be a Korean firm
* please note that the Korean KSP consultant will employ local consultant(s) who is (are) specialized in the digital financial market infrastructure 
1. The consultant will submit all reports in Korean and English
1. Contract duration: September 2022-June 2023
1. Place(s) of work: Based in Korea, with several missions to Armenia when necessary

B.     Qualifications

1. Bachelor’s degree or equivalent in digital financial market infrastructure
1. Minimum 10 years of work experience in the field of digital financial market infrastructure, as well as relevant experience in designing and implementing research consultations
1. In-depth knowledge and experience in the field of digital finance, payment and settlement system 
1. Extensive experience working with government institutions
1. Experience of project management in Armenia or cooperation with the EBRD will be preferred
1. Knowledge and experience in IT field
1. An excellent communication skill in English is essential and Armenian-speaking ability will be an asset
