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<Project concept paper for the KSP SYSTEM Consulting project>

Support for Development of Payment and Settlement (Remittance) Systems in Armenia
Date: May 26, 2015
I. Introduction

1. Acknowledging the importance of sharing knowledge and experience on knowledge-based socio-economic infrastructure or system for sustainable development of partner countries, the Ministry of Strategy and Finance (“MoSF”) of the Republic of Korea (“ROK”) launched the System Consulting as a part of the Knowledge Sharing Program (“KSP”) in 2013. The System Consulting aims to provide practical support for the implementation of policy alternative by sharing highly competitive systems of the ROK to partner countries considering their current circumstances. 
2. Based on a request proposal submitted by the Central Bank of the Republic of Armenia (“CBA”), the MoSF and CBA agreed to implement KSP System Consulting Project on the payment and settlement systems development. Under the supervision of the MoSF, the Export-Import bank of Korea (“Korea EXIMbank”)—a government agency for KSP, prepared 2015 KSP System Consulting Project to help the CBA develop payment and settlement systems. The impact, outcome, outputs, activities, implementation arrangements, and financing plan are based on consultations with CBA.
II. Key Issues
3. Remittances play a key role in the Armenian economy. It has peaked in 2004 reaching 19% of its GDP. Though it has decreased over the years, average remittances over the five year period since the peak have remained large at 16% of GDP. Armenia is among the 15 largest remittances recipients in the world. Currently, Armenia has 22 banks, 6 money remittance organizations, and 4 payment instruments and payment and settlement documents processing and clearing organizations. Money remittances are executed from commercial banks which are affiliated individually with 17 foreign money transfer organizations, without having to open a bank account. Major vulnerability of the remittance systems of Armenia lies in the fact that the foreign money transfer organizations are registered and operating outside the territory of Armenia, sometimes creating a possibility to obstruct a relevant oversight and prudential supervision over the whole remittance process and the system itself and some of them may result in critical risks of delayed settlement or its failure, deteriorating financial stability and effective risk management. Negative impacts on service continuity caused by international issues outside Armenia and impossibility to provide a unified service in terms of quality and convenience are also considered weaknesses the current remittance system factors have. To resolve this issue, CBA has plans to develop centralized remittance systems.
4. Korea, which has achieved outstanding results in payment and settlement systems and remittance systems, could provide useful insight and guidance in developing efficient and reliable remittance systems in Armenia. The Bank of Korea (“BOK”) has created the BOK Financial Wire Network (“BOK-Wire”) in 1994 for large-value payment and launched BOK-Wire+ in 2005 to meet the needs of increased transaction. Over 120 institutions including banks, securities companies, and insurance companies are part of the network. Most of the retail payment systems such as mobile and internet banking, mobile payment services, credit card payment system, and direct debit service are run by Korea Financial Telecommunications and Clearings Institute (“KFTC”). 
Korea also has experiences in design, development, and operation of the remittance systems, which made it possible to increase efficiency while maintaining stability of the systems. In addition to adopting existing remittance systems, Korea developed a new system in which money could be transferred through centralized ‘Switch’ network. Instead of bank-to-bank network, the Switch, KFTC in this case, connects all the banks in Korea to its counterpart Switch in another country, providing simple inter-country connections. KFTC has strong track record in system reliability, without any major system breakdown or malfunction over the past 25 years. The number of remittances exceeded 11 million in 2012, with payment and settlement costs reduced to less than USD 0.0085 per transaction. 
5. To share Korea’s best practices in more depth, the Korea EXIMbank will conduct the KSP Consulting Project ‘Support for Development of Payment and Settlement (Remittance) Systems in Armenia’ (“the Project”) in 2015. The Project will help the partner country to identify and develop necessary payment and settlement systems which will eventually support the socio-economic development of Armenia. The Korea EXIMbank will be in charge of preparation and implementation of the Project in active cooperation with the CBA.
III. Project Overview

A.    Impact
6. The project aims to improve payment and settlement systems of the Republic of Armenia by studying knowledge and experiences from Korean best practices. 

B.    Outcome
7. The intended outcome of the Project is to develop and disseminate best practice of Korea on the successful development and management of payment and settlement systems, particularly remittance systems, and its implications to the partner country. 
C. Outputs 
8. The outputs of the project will be (i) Analysis of current payment and settlement (remittance) systems in Armenia, (ii) Case study of global remittance systems including Korean experiences, (iii) Concept design and implementation plan, and (iv) Capacity Building Workshop and Final Dissemination Seminar.
D.    Activities & Methodologies
The following activities are expected to be conducted: 

9. (Activity 1) Analysis of current payment and settlement (remittance) systems in Armenia. The study will include following contents of the partner country: (i) current market demand for the remittance systems, (ii) relevant infrastructure for operation of a remittance system, (iii) institutional and organizational status and capacity, (iv) CBA’s budget or investment plan for developing a remittance system, (v) existing laws and regulations concerning remittance systems, and in what level and extent that these laws has been developed and implemented, and (vi) required remittance service models considering current issues faced.
10. (Activity 2) Conducting case study on global remittance system and Korean experiences and its implication to Armenia. For the better cooperation, case study in global remittance systems including Korean experience will be conducted in order to find the area where Korean experience could be implemented to the partner country while adopting global best practices. The study will include, but are not limited to, following dimensions: (i) types of remittance systems globally in operation and development principles, (ii) relevant laws, regulations and government policies, (iii) organizational and systematic arrangements, (iv) current system, services, and directions, and (v) lessons learned from the case of Korea. Experiences of relevant organizations such as BOK and KFTC may be introduced in the study. Combining the analysis of the partner country and the case study of other countries, the study will provide policy implication and recommendations developing remittance systems in Armenia.
11. (Activity 3) Conceptual design and action plan for developing payment and settlement (remittance) systems in Armenia. The conceptual design will provide technical and financial solution regarding (i) functional analysis of the system, (ii) architectural design of the system, (iii) identification of system requirements, (iv) cost and benefit analysis, (v) institutional and organizational requirements, (vi) policy on the information security, and (vii) the specifications on the necessary hardware, software, network, and other physical equipments. The action plan will comprise financing plan, implementation and operation plan, and feasibility analysis to provide CBA a business plan where costs, schedule, and implementation methods are specified.
12. (Activity 4) Holding a Capacity Building Workshop. In reference to the results delivered from studies conducted, the Korea EXIMbank will come up with the agenda for the Capacity Building Workshop with a focus on Korean knowledge and experience in (i) development of payment and settlement (remittance) systems, (ii) relevant legal systems and regulations, (iii) implementation of payment and settlement systems, (iv) institutional and organizational coordination and arrangement, (v) benefits derived from the development and implementation of payment and settlement (remittance) systems, and (vi) challenges and lesson learned during the process of the development. The Korea EXIMbank will progressively cooperate with Korean experts of the concerned field and reflect their opinions into the agenda. 
The Korea EXIMbank will host the Capacity Building Workshop in Seoul, Korea, tentatively in November, 2015. The workshop will last for more or less 5 days [TBD]. 
13. (Activity 5) Final Dissemination Seminar. Derived from the outcomes of the Project, the Korea EXIMbank will draw up the agenda for the Dissemination Seminar in Armenia, and disseminate the project outputs and Korea’s best practice on developing payment and settlement (remittance) systems for national and local stakeholders, experts of concerned sectors, and participating parties of the Project. 
IV. Project Implementation Arrangements

A.    Stakeholders

14. The Korea EXIMbank will be in charge of the management of the KSP System Consulting Project. The Korea EXIMbank will employ consultants: a team of firm consultants. The selection and engagement of consultants will be carried out in line with the agreement on the Terms of Reference (“ToR”) for KSP consultants between the Korea EXIMbank and the CBA. The following staffs of each party will lead the organization and management of the activities:

· Korea EXIMbank: 
· Ms. Dong-Hee Yoo, (Project Leader, KSP Team): donghee.yoo@koreaeximbank.go.kr 
· Ms. Chan Mi Kim, (Project Officer, KSP Team): bye1003@koreaexim.go.kr 


· CBA: 
· Dr. Oleg Aghasyan, (Board Member): oleg.aghasyan@cba.am
B.    Work Division

15. The Korea EXIMbank will be a sole fund provider for the Project, but the CBA will also have duties to support EXIMbank’s activities by providing data, information, or other kinds of resources relevant to the Project when requested by EXIMbank and its consultants. More importantly, both parties agree that the results of the Project are to be utilized to enhance the policies, regulations, or the system in Armenia to function better, and the Korean system, the payment and settlement (remittance) system in this case, will be considered as a to-be model when a follow-up plan is designed after the Project.
The organization of activities and specific responsibilities are as follows:

	Activities
(Milestones)
	CBA
	Korea EXIMbank (KSP Consultants) 
	Funding Sources

	Activity 1:

Analysis of current payment and settlement (remittance) systems in Armenia
	Support the implementation of the activity by providing relevant information and reviewing the work produced by KSP
	Implement the activity

	Funded by Korea EXIMbank

	Activity 2:
Conducting case study on global experiences and its implication to Armenia
	Support the implementation of the activity by providing relevant information and reviewing the work produced by KSP
	Implement the activity

	Funded by Korea EXIMbank 


	Activity 3:
Conceptual design and action plan for developing payment and settlement (remittance) systems in Armenia
	Support the implementation of the activity by providing relevant information and reviewing the work produced by KSP

	Implement the activity

	Funded by Korea EXIMbank 


	Activity 4:
Capacity Building Workshop in Seoul, Korea
	Support invitation of experts and officials of the relevant field

	Finalize the workshop agenda;
Support the logistics for guest speakers and workshop participants;

Invite guest speakers of the relevant field
	Funded by Korea EXIMbank 


	Activity 5:
Final Dissemination Seminar
	Provide assistance in terms of logistics;

Support invitation of experts and officials of the relevant field
	Design and deliver the seminar;
Support the logistics for seminar participants
	Funded by Korea EXIMbank 
(In-kind contributions by CBA)



C. Expected Schedule 

16. This System Consulting project will be implemented from May 2015 to December 2015. The proposed milestones and implementation schedule are as follows:

	Activities (Milestones)
	Expected Date

	Consultation on the project contents with the CBA
	May 2015

	Confirmation of PCP and ToR, and selection of KSP consultant
	June 2015

	Inception Workshop (Inception Report)
	July 2015

	Activity 1, 2, 3 (Interim Report)
· Analysis of current payment and settlement (remittance) systems in Armenia 
· Conducting case study on global experiences and its implication to Armenia
· Conceptual design and action plan for developing payment system in Armenia
	October 2015
August 2015
September 2015
October 2015


	Activity 4
Capacity Building Workshop
	November 2015

	Activity 5
Final Dissemination Seminar (Final Report)
	December 2015

	Project Completion Report
	December 2015 


D. Financing Plan 

17. This System Consulting project is estimated to cost USD 180,000 of which all will be financed on a grant basis by KSP. The CBA will provide in-kind contributions as necessary. 
	Expenditure
	Budget (USD)

	KSP Contribution
	180,000

	
	Personnel
	100,000

	
	Travel, Meeting & Workshops
	60,000

	
	Miscellaneous
	20,000

	Total
	180,000
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<Attachment 1>
Basic Project Information
	Project Title:
	Support for Development of Payment and Settlement (Remittance) Systems in Armenia

	Project Type:
	System Consulting 

	Project Duration:
	May 2015 – December 2015 (8 months)

	Project Budget:
	USD 180,000 (KSP: USD 180,000)

	Stakeholders:
	Korea EXIMbank, CBA

	Person in Charge:
	Korea EXIMbank: Ms. Dong-Hee Yoo (Project Team Leader), Chan Mi Kim (Project Officer), KSP Team
CBA: Dr. Oleg Aghasyan (Board Member)

	Project Activities
	Activity 1:
· Analysis of current payment and settlement (remittance) systems in Armenia 
Activity 2:
· Conducting comparative study on global experiences and its implication to Armenia
Activity 3:
· Conceptual design and action plan for developing payment and settlement (remittance) systems in Armenia
Activity 4:
· Capacity Building Workshops in Seoul, Korea
Activity 5:
· Final Dissemination Seminar in Armenia



<Attachment 2>
Project Design and Monitoring Framework
	Design Summary
	Target/ Indicators
	Data Sources/ Reporting Mechanisms
	Assumptions/ Risks

	Impact: 
Improved payment and settlement (remittance) systems of Armenia by studying knowledge and experiences from successful cases
	- At least X% reduction in transaction cost in Y years
(baseline & assessment tool for satisfaction level need be confirmed at implementation stage)
	- Official report or statistical publication regarding payment system by the partner country or other international organizations
	A: Partner country’s commitment to payment and settlement systems development and improvement


	Outcomes:
Development and management of payment and settlement (remittance) systems in Armenia by sharing best practice of Korea
	- Implementation of proposed transaction system
-Development of reliable payment system for retail, and mobile transactions reaching at least M% of mobile users
	- Statistics and reports of relevant organizations and corporations (ex. Mobile service provider)
- Partner country’s report or statistical publication regarding payment system
- KSP Consulting Project Ex-post Evaluation Survey
	A: Partner country’s acceptance of the recommendations provided by the KSP Consulting Project
R: Lack of resources for the initial set up

	Outputs:
1. Analysis of current payment and settlement (remittance) systems in Armenia
2. Comparative study on global experiences and its implication to Armenia
3. Conceptual design and action plan for developing payment and settlement (remittance) systems in Armenia
4. Capacity Building Workshop in Seoul, Korea
5. Final Dissemination Seminar in Armenia
	- Capacity Building Workshop and Dissemination Seminar
- Completion of the Final Report by the end of 2015
	- Project Inception Report

- Project Interim Report

- Project Final Report

- PPMR(Project Performance Monitoring Report) & PCR (Project Completion report)

	A: Active and cooperative stakeholders
R: Discordance in project timeframe between CBA and KSP;
Delay of the project

	Activities with Milestones: 
1. Confirmation of PCP and ToR (May 2015)
2. Selection of KSP consultants (Jun. 2015)
3. Inception Workshop and Inception Report 
(Jul. 2015)

4. Analysis of current payment and settlement (remittance) systems in Armenia (Activity 1) (Aug. 2015)
5. Conducting comparative study on global experiences, and its implication to the partner countries (Activity 2) (Sep. 2015)
6. Conceptual design and action plan for developing payment and settlement (remittance) systems in Armenia (Activity 3) (Oct. 2015)
7. Interim Report (Oct. 2015) 
8. Capacity Building Workshop (Activity 4) (Nov. 2015) 
9. Final Dissemination Seminar and Final Report (Activity 5) (Dec. 2015)
10. Project Completion Report (Dec. 2015)
	Inputs:
KSP: USD 180,000

	
	Note: CBA will provide counterpart support in the form of staff, reports, documents, and other in-kind contributions


<Attachment 3>

Outline Terms of Reference for KSP Consultants

Support for Development of Payment and Settlement (Remittance) Systems in Armenia
I. Introduction

1.
The consultants’ support is required to conduct activities in accordance with key milestones and produce required outputs/outcomes described in the Project Concept Paper for the project, Support for Development of Payment and Settlement Systems in Armenia, thereby covering all scope of work and having major events such as workshops. 

2.
To ensure effective assistance to the Korea EXIMbank, the consultants will be required to (i) work and liaise directly with the Korea EXIMbank, (ii) ensure good coordination with the Central Bank of the Republic of Armenia (“CBA”) team, and (iii) keep the Korea EXIMbank informed of all developments in a timely manner. The assignments are subject to change in agreement with the Korea EXIMbank.
3. 
The purpose of this case study is to show case and benchmark best practice in South Korea in developing payment and settlement systems. Effective payment and settlement systems, particularly remittance systems, are critical for Armenia with record high volume of international remittance. The Central Bank of the Republic of Armenia (“CBA”) understands the need to develop reliable remittance systems to support its economy, and aims to develop a centralized remittance system to improve its stability and efficiency. In this regard, Korea has successfully designed and developed remittance systems with high stability and efficiency. The lessons learned from the Korean case, if properly documented, could be of use to CBA.
II. Detailed Tasks

The following activities are expected to be conducted: 

4. (Activity 1) Analysis of current payment and settlement (remittance) systems in Armenia. The study will include following contents of the partner country: (i) current market demand for the remittance systems, (ii) relevant infrastructure for operation of a remittance system, (iii) institutional and organizational status and capacity, (iv)CBA’s budget or investment plan for developing a remittance system, (v) existing laws and regulations concerning remittance systems, and in what level and extent that these laws has been developed and implemented, and (vi) required remittance service models considering current issues faced.
5. (Activity 2) Conducting case study on global remittance system and Korean experiences and its implication to Armenia. For the better cooperation, case study in global remittance systems including Korean experience will be conducted in order to find the area where Korean experience could be implemented to the partner country while adopting global best practices. The study will include, but are not limited to, following dimensions: (i) types of remittance systems globally in operation and development principles, (ii) relevant laws, regulations and government policies, (iii) organizational and systematic arrangements, (iv) current system, services, and directions, and (v) lessons learned from the case of Korea. Experiences of relevant organizations such as BOK and KFTC may be introduced in the study. Combining the analysis of the partner country and the case study of other countries, the study will provide policy implication and recommendations developing remittance systems in Armenia.
6. (Activity 3) Conceptual design and action plan for developing payment and settlement (remittance) systems in Armenia. The conceptual design will provide technical and financial solution regarding (i) functional analysis of the system, (ii) architectural design of the system, (iii) identification of system requirements, (iv) cost and benefit analysis, (v) institutional and organizational requirements, (vi) policy on the information security, and (vii) the specifications on the necessary hardware, software, network, and other physical equipments. The action plan will comprise financing plan, implementation and operation plan, and feasibility analysis to provide CBA a business plan where costs, schedule, and implementation methods are specified.
7. (Activity 4) Holding a Capacity Building Workshop. In reference to the results delivered from studies conducted, the Korea EXIMbank will come up with the agenda for the Capacity Building Workshop with a focus on Korean knowledge and experience in (i) development of payment and settlement (remittance) systems, (ii) relevant legal systems and regulations, (iii) implementation of payment and settlement systems, (iv) institutional and organizational coordination and arrangement, (v) benefits derived from the development and implementation of payment and settlement (remittance) systems, and (vi) challenges and lesson learned during the process of the development. The Korea EXIMbank will progressively cooperate with Korean experts of the concerned field and reflect their opinions into the agenda. 
The Korea EXIMbank will host the Capacity Building Workshop in Seoul, Korea, tentatively in November, 2015. The workshop will last for more or less 5 days [TBD]. 
8. (Activity 5) Final Dissemination Seminar. Derived from the outcomes of the Project, the Korea EXIMbank will draw up the agenda for the Dissemination Seminar in Armenia, and disseminate the project outputs and Korea’s best practice on developing payment and settlement (remittance) systems for national and local stakeholders, experts of concerned sectors, and participating parties of the Project. 
III. Outputs/Deliverables and timeline
9.
The following outputs/deliverables are expected in a designated schedule:
· Inception Report (July 2015)

· Interim Report (October 2015)

· Capacity Building Workshop (November 2015)

· Final Dissemination Seminar (December 2015)
· Final Report (December 2015)
· Executive summary

· Project overview

· Analysis of current payment and settlement systems in Armenia
· Case study on Korea’s experience in developing payment and settlement (remittance) systems
· Conceptual design and action plan for developing remittance systems in Armenia
· A summary of capacity building activities and outcomes

· Project Completion Report (December 2015)

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

	Activities (Milestones)
	Expected Date

	Mobilization of KSP consultant
	June 2015

	Inception Workshop (Inception Report)
	July 2015

	Activity 1, 2, 3 (Interim Report)
· Analysis of current payment and settlement (remittance) systems in Armenia 
· Conducting comparative study on Korean experiences and its implication to Armenia
· Conceptual design and action plan for developing payment system in Armenia
	October 2015
August 2015
September 2015
October 2015


	Activity 4
Capacity Building Workshop
	November 2015

	Activity 5
Final Dissemination Seminar (Final Report)
	December 2015

	Project Completion Report
	December 2015 


IV. Costs & Estimated Financial Plan
10.
The KSP budget for this assignment is USD 180,000. It will cover expenses for all the activities mentioned above, including travel and accommodation expenses for consultants and administration. 
V. Consultancy Requirements

A.    Characteristics

· The Consultant will be a Korean firm

· Contract Duration : June 2015 – December 2015
· Place(s) of work: Based in Korea, with several missions to Armenia when necessary
B.     Qualifications

· Extensive experience of consulting services in the issue of planning, designing, and developing payment and settlement systems
· Experience of being involved in payment and settlement related projects in developing countries, Armenia in particular
· In-depth knowledge in laws and regulations associated to payment and settlement systems development
· Considering the given-time constraint and corresponding work schedule, a consulting firm should present its plan and methodology how to effectively conduct researches
· Demonstrate ability to work harmoniously with government and international officials
· An excellent communication skill in English is essential
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