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9. Policy Developments and Major Accomplishments

In 2000, the Government of Armenia declared the IT sector a priority in the development of the
Armenian economy and followed up with a number of specific actions to bring the decree into
effect. In 2001, the Government partnered with the World Bank, USAID, universities, various
foundations, and private enterprises to develop the ICT Master Strategy and ICT Development
Implementation Plan for the purpose of promoting ICT and establishing Armenia as a regional ICT
hub. In May 2001, the Government approved the ICT Development Concept Paper and Action
Plan prepared by the Ministry of Trade and Economic Development of Armenia based on the
recommendations outlined in the ICT Master Strategy.

In 2000, the Union for Information Technology Enterprises was established as a business
association for information and communication technology enterprises operating in Armenia.
The goal was to protect the rights of the sector’'s companies and to promote business.

In July 2001, the Information Technologies Development Support Council of Armenia (ITDSC),
chaired by the Prime Minister, was established by decree of the President of Armenia. The
Council's mission is to act as a bridge between the Government and the private sector and to
serve as a link between the Diaspora and Armenia. Its goals are to assist the Government and the
private sector in building a strong and viable IT industry and developing Armenia into an
advanced information society.

In 2001, ViaSphere Technopark CISC was established. It provided business incubation services
and created an excellent business environment for the development of already thriving
technology companies and for start-ups.

In 2002, the Government of Armenia and the World Bank established the Enterprise Incubator
Foundation to support the development of the information technology industry in Armenia. EIF
is the largest development initiative within the IT industry in Armenia.

In 2008, the Government adopted a new ten-year industry development strategy focused on
building infrastructure, improving the quality of IT graduates, and creating venture and other
financing mechanisms for start-up companies. The main goals of this new strategy were to build
a developed information society in Armenia, make Armenia part of the global network of
knowledge creation, and form a strong and advanced information technclogy sector. The
strategy aims at increasing the rates of computer and internet penetration in all segments of the
economy, building new technology parks and incubators, establishing a major venture fund,
developing a domestic market for local IT products and services, increasing foreign direct
investments, developing other measures targeting the expansion of the ICT sector, and
developing an information society in Armenia. The Ministry of Economy was the Government
body responsible for the implementation of this strategy and overall IT industry development.
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The Ministry of Transportation, Communication and Information Technologies took off the
responsibilities starting from 2017.

Since 2008, National Budget allocations have been made to respective states bodies that regulate
the IT sector for the purpose of providing government support for IT sector development. Funds
are used for IT industry research; surveying industry status; preparing guidelines for the industry
and enterprise rates; organizing industry-related events of local, regional, and international
importance in Armenia, including exhibitions, forums, conferences, and competitions; Armenia's
participation in major international events abroad; and co-financing joint projects and events
with foreign governments, international institutions, and transnational organizations of the IT
industry.

Arranged and implemented in close cooperation with the Government of Armenia, ArmTech is
the Armenian global high-tech congress and DigiTec is the specialized information,
telecommunications, and high-tech expo. Together, these events have established a tradition.

ArmTech congresses are intended to highlight growth in the high-tech industry that has strategic
importance for the Armenian economy; promote international collaboration and attraction of
investments; foster cooperation between IT specialists; and make the Armenian high-tech
industry globally recognizable. The annual forum is organized sequentially in Armenia and the
us.

The main goal of the DigiTec Expo is to create a favorable envircnment for communication
between high-tech companies, business consumers, and the general public. The expo serves as
the ground floor for studying and understanding the real picture; identifying the achievements,
challenges, and opportunities of the Armenian ICT sector; facilitating market entry for IT
companies and the exhibition of their products and services; and strengthening international
relations.

In recent years, the Government of Armenia signed a number of cooperation agreements and
memoranda of understanding with the governments of the Republic of India, the Arab Republic
of Egypt, and others; and globally known companies Microsoft, Alcatel, Hewlett-Packard, Sun
Microsystems, National Instruments, Mentor Graphics, Cisco, Intel, Synopsys, D-link, Siemens,
Synergy, IBM, SAP and others.

The Government of Armenia also implements targeted projects for the development of IT sector
infrastructure. Specifically, in 2008, the Government of Armenia approved the Concept Paper
and Action Plan for reconstructing Gyumri as a technocity. Since that time, allocations have been
made from the State Budget of the Republic of Armenia to the Ministry of Economy to provide
state support to the activities of the Technology Centers in Gyumri and Vanadzor. The program’s
goal is to make Gyumri and Vanadzor Centers of Excellence, or Technocities known as business
environments with large educational institutions; research centers; strong facilities for the
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development, testing, and realization of innovative information and high-tech projects; and
concerns with the capacity to begin large-scale production and small and medium high-tech
companies.

It's one of the goals of the Government of Armenia's new ICT Development Strategy to form an E-
society for the purpose of significantly expanding computer usage and Internet access in Armenia.
The Computer for All Program has been launched to support that goal, according to the following
aims:

Make computers affordable and accessible to the population

Train skillful computer hardware and software users

Enhance Internet accessibility and use of E-services for the population
Reduce the propagaticn of non-licensed software

The program was implemented by the Ministry of Economy of the Republic of Armenia and EIF,
along with international and local ICT companies, banks, and other partners.

In 2010, the Ministry of Economy, the Ministry of Education and Science, Intel, Hewlett-Packard, EIF,
and Unicomp CISC signed memoranda of partnership to implement the Teachers PC and Classmate
PC pilot projects in Armenia.

By its Decree N7 of February 25, 2010, the Government of Armenia approved the Armenian E-
society Development Concept Paper, which is to be implemented over the next few years.

In 2010, the Government of Armenia introduced the www.e-gov.am electronic management
portal to foster the use of electronic management systems to the fullest extent. The intention
was to unify all electronic management tools and databases used by the Armenian governmental
authorities and to provide an environment conducive to their use. The site offers electronic
applications for licensing, electronic registration of organizations, electronic tax reports,
electronic visa applications, electronic applications to the Intellectual Property Agency, issue of
electronic signatures, electronic procurements, and more. New services are continuously added
to the electronic management portal. Efforts are currently underway to introduce additional
electronic services in the areas of e-health, e-education, e-pension, and e-identification.

To achieve the aforementioned objectives and implement other industry development programs
and projects, the Government of Armenia signed a credit agreement with the International Bank
for Reconstruction and Development that allowed for the establishment of the Armenia E-Society
and Innovation for Competitiveness Program in 2011, The Program consists of several projects
aimed at strengthening the ICT infrastructure in Armenia, fostering industry development,
forming an e-society, and so on. Specifically, the program includes, but is not limited to, the
following projects: Pan-Armenian Broadband Access and Management Network, Introduction of
Certification Center in Armenia, Computer for All, Gyumri and Vanadzor Technology Centers,
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Financial Support to Companies Needing Innovative Knowledge and Technologies, and Assistance
to IT/Research Industry Development. The majority of activities in scope of this Program was
implemented by EIF.

Armenia's first venture capital firm, Granatus Ventures, was established in 2011. This fund is
important for Armenian IT companies, because in addition to developing IT infrastructures in
Armenia, it aims to promote the innovative initiatives of Armenian IT companies, develop their
capabilities, and contribute to the establishment of trade links with Western markets.

Since July 2011, the Republic of Armenia has undertaken eighteen months of the coordination of
the Black Sea Economic Cooperation Working Group on Information and Communication
Technologies.

In June 2011, Armenia passed the Law on the Free Economic Zone, and a number of important
regulations were in place by late 2011.

In 2011, the Microsoft Innovation Center {MIC) was established through the joint efforts of the
RA Government, USAID, Microsoft Inc., the National Engineering University of Armenia and the
Enterprise Incubator Foundation. MIC uses an innovative and effective approach to supporting
the development of fundamental knowledge and experience in small and medium-sized
enterprises that design innovative ICT solutions, and provides improved business knowledge in
order to establish sustainable enterprises.

In 2012, the Government of Armenia, USAID, National Instruments (NI), the State Engineering
University of Armenia (NPUA), and the Enterprise Incubator Foundation {EIF) partnered to
establish the Armenian National Engineering Lab {ANEL). The project's main goal is to meet the
engineering industry's demand for quality specialists and graduates.

In December 2012, the Government of Armenia and Intel Corporation signed a Memorandum of
Understanding in regard to cooperation in the sphere of education and R & D. Under this
Memorandum, Intel plans to expand its joint efforts with Armenia to increase the rate of
computer penetration in schools, improve teacher training, create educational content, and
establish new partnerships in software development and joint research initiatives.

The first Armenian Free Economic Zone (FEZ) was established in 2012 to contribute to increasing
export volumes and creating new jobs, and to ensure sustainable economic development by
attracting foreign direct investments and introducing advanced technologies. The Free Economic
Zones established at RAO MARS CJSC and the Yerevan Computer R & D Institute CJSC are oriented
toward the production and export of innovative and high technologies in the fields of electronics,
precision engineering, pharmaceuticals and biotechnologies, information technologies,
alternative energy, industrial design, and telecommunications (elaboration and production of
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technological equipment, systems, and materials for data/information transfer). Free Economic
Zone operators are exempted from profit tax, income tax, VAT, property tax, and customs duties.

With the support of the RA Government and a number of private investors, Armenia’s first
venture fund was established in 2013. This initiative is important for Armenian IT companies
because its goals are to support the innovativeness of Armenian companies; promote networking
with the Western market for high technologies and FDI options; and develop Information
Technology infrastructure in the Republic of Armenia.

In 2013, the Government of Armenia and IBM signed a Memorandum of Understanding that
called for cooperation in the spheres of education and R & D, specifically the establishment of
the Innovative Solutions and Technologies Center.

The Gyumri Technology Center was opened in Septober 2014 as an infrastructural unit to further
the development and progress of information and high technologies in Gyumri and the Shirak
region.

In December 2014, the Government of Armenia and IBM signed a Memorandum of
Understanding in regard to cooperation in the social services sector, including the
implementation of IBM Curam Technology in Armenia, as well as the establishment of the Center
of Excellence in Social Services.

The RA Law on State Support for the IT Sector, which provides tax privileges for start-ups, was
passed in 2014.

Under the UITE initiative, and with the support of the RA Government and a number of local and
international companies, the ArMath engineering laboratories of Armenia’s educational system
were launched in 2014.

In 2015, the Government of Armenia and Microsoft signed a memorandum and cooperation
agreement that called for the development and implementation of prospective new programs.
The goal was to create the Microsoft Center for Mobile and Cloud Development at the Microsoft
Innovation Center and mLab ECA.

In November 2015, the Union of Employers of Information and Communication Technologies was
established to present and protect the interests of ICT employers in Armenia.

Based on the success of the Gyumri Technology Center, the Vanadzor Technology Center was
launched in October 2016 as an infrastructural unit to further the development and progress of
information and high technologies in Vanadzor and the Lori region. EIF is authorized as General
Operator of both centers.
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In partnership with IBM, USAID and EIF, the Innovation Solutions and Technologies Center was
officially opened in 2016. The Center’s main goal is to develop and empower the educational
capacities of the Armenian institutions of higher education in the IT and high-tech sectors, and
to create favorable conditions for the development of a stable business environment.

During the Armenia Investment Forum 2016 in New York, the RA Government and National
Instruments signed a Memorandum of Understanding related to the establishment of
Engineering City.

In March 2017, the RA Government and Philip Morris International signed a Memorandum of
Understanding regarding the implementation of initiatives aimed at developing a research and
scientific educational ecosystem in Armenia, as well as the establishment of a research center.

In 2017, the Digital Armenia Foundation was established to create a unified digital environment
for all management areas based on contemporary information technologies.

In 2018, SoloLearn Armenian-US startup acquired a 5.6 min. USD investment by Naspers
Ventures, jointly with Learn Capital.

In 2018, the newly established SmartGateVC venture fund made its first investment in 2Hz,
XCloud Networks and Embry startups.

In October 2018, the first international center of Tumo was launched in Paris. It is located at the
Forum des Images Center, in the main part of Les Halles district of Paris. It provides free-of-charge
education to about 1500 youngsters of 12-18 years-old.

By the RA Government’s Decree of 30 August, 2018, it was decided to establish a free economic
zone in Hrazdan town of Armenia, with EKOS cjsc appointed as the operator. It is envisaged to
have a mining center in Hrazdan including operation based on block chain, with extensive use of
big data computing and cloud technologies.
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IT Industry Growth Targets for 2018

Home/household computer penetration

Computer penetration at educational institutions
Computer penetration at central and local governments

Internet accessibility for general population

RA Government spending on locally developed IT products, % of national
budget
Domestic consumption of locally developed IT products, % of GDP

Share of e-services in all services provided by RA state entities

Number of IT companies established
with foreign capital

IT workforce

Productivity and output per employee

Industry revenues

Exports

IT companies with = 1,000 employees

IT companies offering R&D services

Large technocities,

technoparks, and incubators

Venture capital funds committed

Local open joint stock companies registered at Armenian Stock Exchange

Local open joint stock companies registered at International Stock
Exchanges

70%

100%
100%
90%

>1%
>2%

80%

1,000

200

20,000
50,000 USD

1 billion USD
700 million USD
>1

100-200

>1

>10

>700 million USD
50-100

>5
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APPENDIX

Industry Statistics
% % Combined
— in % difference |annual growth
goag L '::t:ft” Sl Industry| 2018/2017 rate
total 201872010

Number of companies
Total 800 100,0% 650 100,0% 231% 19,1%

1. Local

companies 557 69,6% 448 68,9% 24,3% 20,5%

1.1 Software

gﬁ‘d’el'.‘;"’“e"t 532 66,5% 429 66,0% 24,0% 21,9%

consulting
i el sarvioea 19 3% 21 5% -10% -5%

2 E‘:;ﬁfh'; 243 30,4% 202 31,1% 20,3% 16,4%
2.1 Software
development and IT 232 29,0% 191 29,4% 21,5% 16,4%
consulting
2.2 Internet 11 1,4% 11 1,7% 0.0% 17.6%
Services
Geographic distribution of companies with foreign share
Total 800 100% 650 100% 23% 19%
Arimeris 557 69,6% 448 68,9% 24% 21%
:ﬁfgg;‘: North 131 16,4% 104 16,1% 25% 18%
Europe 56 7.0% 42 6,4% 34% 15%
Other 14 1,8% 14 2,1% 0% 21%
Export geography, millions of USD
Total 3339 100,0% 338,6 100% 1% 24%
USA and North
Aarica 153,8 46,0% 123.3 36,4% 25% 18%
Europe 83,5 25,0% 96,2 28,4% -13% 29%
Russia and CIS 334 10,0% 52,1 15,4% -36% 27%
Asia 36.7 1,0% v g * v
Other 30,0 9,0% 67.0 19,8% -55% 44%
*the Asia destination has been dassified in 2018
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Productivity {average productivity per technical employee, excluding ISPs), thousands of USD

Total 5007 | 100,00% 40,109 | 100% | 25% 6%
Turnover of software development and Internet services sectors, millions of USD
i, Toiaisedor 822,3 100,0% 765,1 100% 21% 25,6%
1.1 Programming -
and IT consuing 730,2 79.2% 612,7 80,1% 19% 28%
§ 3t srvices 192,1 20,8% 152,4 19,9% 26% 18%
2. Local 2
b 4102 44.5% 332,7 43,5% 23% 28%
3. Foreign
Sk 0 512,1 55,5% 432,4 56,5% 18% 24%
4. Domestic 558,4 60,5% 4265 55% 3% 26%
market
75
2L Gl AR 282,8 30,7% 217,6 28,4% 30% )
4.1.1 Programming 2514 27.3% 1963 25,7% 28% 29%
and IT consulting
4.1.2 Intermet 31,4 3.4% 21,3 2.8% 47% 10%
Services
4.2 Foreign 275,6 29,9% 208,9 27,4% 32% 26%
branches
4.2.1 Programming &
and IT consulting 114,9 12,5% 77,8 10,2% 48% 30%
4.2.2 Intemet
Ml 160,7 17.4% 131,1 17.1% 23% 21%
5. Export 363,9 39,5% 338,6 44,3% 7% 26%
e 127 4 e 115,1 15.0% 1% 36%
5.2 Forelgn branches 236,5 25 6% 2235 29,2% 6% 22%
Distribution of spedialists*
1. Total 19552 100,00% 15350 100% 27% 19,0%
number
1.1 Technical
Sdia 15239 77,9% 12280 80% 24% 18%
1.2 Managers 4313 22.1% 3070 20% 40% 23%
2. Programmmin
gand IT 12298 62,9% 8057 59% 36% 16%
consulting
3.1 Local companies 7770 39,7% 5219 34% 49% 19%
3. Internet &
ki 7254 37,1% 6294 41% 15% 25%
3,1 Lipcal companies 2492 12,7% 2303 15% 8% 34%
4. Local o
oparias 10262 52,5% 7522 49% 36% 22%
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= Dlsshiincgl 7965 40,7% 5987 39% 33% 22%
specialists
=2 o 9290 47,5% 7829 51% 19% 16%
branches
5.1 Technical
e 7274 37.2% 6140 40% 18% 15%
6. Programmin
gand IT 12298 62,9% 8057 59% 36% 16%
consulting
6.1 Technical
erucilcis 10082 51,6% 7675 50% 31% 16%
6.2 Managers 2216 11,3% 1382 9% 80% 17%
7. Intemet
i, 7254 37.1% 6294 41% 15% 25%
7.1 Technical
specialists 4668 23,9% 4452 29% 5% 22%
7.2 Managers 2586 13,2% 1842 12% 40% 37%
*Total numbers have been rounded
% in total 9% difference
2018 industre 2017 % In total Industry 2018/2017
Number of companies by specialization
1. Accounting,
banking, and 24 3,2% 34 5.2% 28%
financial software
2. Chip design,
testing, and related 13 1.7% 16 2,4% -16%
3. Computer
graphics, mulimedia, 23 3% 20 3,1% 12%
and games
4. Customized
software and 128 16,8% 133 20,5% 3%
outsourcing
5. Databases and
MIS 53 6,9% 48 7.3% 10%
6. Internet
applications and e- 53 7% 46 7.1% 17%
commerce
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7. IT services and

consulting 82 10,7% 65 10% 26%
8. Mobile application

development 84 11% 61 9,3% 38%
9. System design and

automation 80 10,5% 56 8,6% 44%
10. Networking

Systems and 32 4,2% 20 31% 57%
communications

11. Web design and

development 1156 15% 84 12,9% 36%
12. Other 76 10% 37 57% 105%
13. Intemet service 36 4.5% 30 4.6% 20%
provider

*Mohile Application Development and System Design and Automation specializations were separated since 2012

: % in total % in total . :
2018 Tndustry 2017 Indisstry 9% difference 2018/2017

Revenue distribution by specialization, in thousands USD
1. Accounting, banking, and financial
software 64,6 T% 48,9 8.4% 32%
2. Chip design, testing, and related 812 8.8% 122, 16% -34%
3. Computer graphics, multimedia, and
games 14,8 1,6% 12,2 1,6% 21%
4. Customized software and outsourcing 201.4 31.6% 147 19.2% 98%
2 Betrbeses Rne Hils 58,1 6.3% 12,2 1,6% 375%
6. Internet applications and e-
commerce 57,2 6,2% 24 3.2% 134%
7. IT services and consulting 43 48% 38,7 48% 21%
8. Mobile application development 35 3.8% 30,7 4% 14%
9. System design and automation 48,1 5% 55,1 7.2% 6%
10. Networking systems and
communications 84,9 9,2% 61,3 8% 38%
11. Web design and development 83,6 5.9% 55,1 7.2% 15%
12. Other 821 8,9% 6,5 0,8% 1167%
15, Interiet semirs provider 1682,1 20,8% 1524 19,8% 26%

*Mobile Application Development and System Design and Automation spedializations were separated since 2012
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