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A.  Context
A.1. General Description
In 1990, Bulgaria initiated a process of reforms aimed at the establishment of a democratic society and a market economy. Since then, while considerable progress has been made in the setting up of democratic structures, the implementation of radical structural reforms has been delayed. This resulted in a serious economic, social, and political crisis during the winter of 1996/1997. The latter will be remembered as one of sharply rising inflation, falling real wages and growing poverty, collapse of national output and surge in the level of unemployment, which reached 13.7% at the end of 1997. In December 1996 the Socialist Government resigned and a caretaker Government was appointed by the President in February 1997. The latter reached an agreement with the IMF on a program of stabilization and reform, including the introduction of a currency board, financial and banking sector reforms, accelerated privatization, liquidation and closure of non-viable state enterprises. 

In the elections in April 1997 the United Democratic Forces (UDF) gained a majority in Parliament, and in May 1997 the UDF formed its government. The latter proceeded with the implementation of the programme for economic and financial stability. The introduction of the currency board in July 1997 contributed to the financial stabilization and to the improvement of Bulgaria’s major macro-economic indicators. The year 1998 witnessed the full effect of macroeconomic stabilization - the end of year inflation of 1998 was 0.96%, the GDP growth was 3,5%, the foreign exchange reserves of the Bulgarian National Bank increased, interest rates remained stable, and incomes increased. 

In 1999 the development of the economy was adversely affected by external shocks including the war in Kosovo, which started in March 1999. Despite the negative effect of the external shocks, the financial system remained stable and the nominal incomes continued to increase. The economic growth accelerated markedly in the third and fourth quarter, supported by increasing consumption and a sharp upsurge in investment, which brought the increase in real GDP at 2,4% for the year. The economic status of the population, however, was characterized by negative trends and the unemployment rate reached 16.9% in December. In this respect, the country’s social context remains very fragile particularly as economic growth is still not leading to improved human development. In view of the above, the fight against unemployment and poverty alleviation continues to be the Government’s number one priority in the social sphere.

Unemployment has been a persistent problem in Bulgaria since the start of the transition 10 years ago.  High rates of long-term unemployment are especially alarming given the strong correlation with poverty.  This is most visible in rural and agricultural regions of Bulgaria.  The long-term goal of an economically prospering Bulgaria where the private sector creates long-term sustainable jobs cannot be achieved unless the proper mechanisms are put into place.  While investments are required for the revitalization of the economy, it is imperative and urgent to introduce strategies that will generate income through jobs throughout the country.
SMEs

The development of Small and Medium Enterprises (SME) over the last ten years  has been very uneven and difficult.  During the initial years of the transition, 1990 – 1995, the economy was controlled by the large State Owned Enterprises (SOEs), which were subsidized to a significant degree by the national budget.  In the period 1994 – 1995, there was an increase in the number of SMEs
 in the country and the number of employees per SME.  This changed for the worse and the economic situation has not recovered to date from the crisis in 1996 - 1997.  At the present time, there are fewer SMEs than in 1995.  
The share of SMEs in Bulgarian economy in the process of private sector development and economic restructuring has been growing. According to the Annual Report for the State of SMEs in Bulgaria for 1998 there are about 203,000 active SMEs in Bulgaria, accounting for 98.8% of all companies.  The predominant share of SMEs - 94% are micro-companies, employing less than 10 people.  SMEs employ about 45% of the labor force.  SME employment by sector is highest in agriculture, trade, and hotels.  In 1998 the SME sector generated 25.4% of the gross value added created by the enterprise sector.  The SMEs have a relatively small share in the country's foreign trade - 22.12%.   The level of productivity of the Bulgarian SMEs is low in comparison to SMEs found in the European Union (EU).  The end of 1998 and early 1999 marked the start of the first consistent actions towards alleviating the bottlenecks for improving the access of SMEs to credit resources.  Opportunities for applying new financial instruments, including micro crediting programs emerged.

The Bulgarian SME sector faces structural problems such as: difficult access to external financing in the start-up and development phase; lack of access to information and markets, high transaction costs related to compliance with unstable and changing legislation; excessive number of licensing regimes, lack of transparent administrative procedures.  The Bulgarian SMEs lack also managerial and marketing experience due to the absence of tradition in the development of private businesses.

Agricultural Sector and Rural Areas

The development of the agricultural sector has geographical, economic, and social dimensions. It is often mentioned as a priority for the Bulgarian economy in that it is a sector with high potential for development.  Farming, forestry and related sectors are the basic economic activity of rural areas. The National Agriculture and Rural Development Plan 2000 – 2006 states that rural areas cover 81.4% of the country's total area and 229 municipalities out of the total 262 municipalities. Rural population is 43.6% of the total population in Bulgaria.  Agriculture accounts for 25.7% of the labor force in Bulgaria and the food industry accounts for an additional 3.8%.  Bulgarian agriculture is undergoing a difficult period of adjustment to abruptly changing production and market structures.  Since 1991, there has been a reduction in the total output of crops which is a combination of reduced area harvested and reduced yields. Land restitution has taken much longer than originally expected.  There is a stark absence of a land market, which makes it difficult to consolidate farms into larger entities.  There is also a low degree of market orientation since about 77% of all farmers focus on subsistence agriculture and 23% produce for their own consumption and the market. 

Farmers, particularly small holders, face serious difficulties in reaching marketing channels for their products.  The agricultural machinery is largely obsolete and worn out, thus having a negative impact on efficiency of farming activities.  Irrigated land has decreased drastically and to a large part the irrigation networks have become dysfunctional. There are significant constraints in bank credit for farmers, despite the large demand for rural financing.

Tourism Sector 

Tourism is a priority sector that has great potential for development in Bulgaria. The strength of the Bulgarian tourist industry is in the variety of resources, concentrated in a relatively small geographic area, well-established and known winter and seaside resorts focusing on low prices. The weaknesses of the sector are related mainly with the limited diversity of tourist products and the additional services related to it; lower quality of the main infrastructure - transport and communications; the low quality of tourist infrastructure and its unbalanced distribution throughout the country; low qualification of staff; as well as high seasonality of tourism. The National Economic Development Plan 2000 – 2006 says that in 1999, 2,084,746 foreign tourists visited Bulgaria.  This was 56% more than in 1998 despite the negative impact of the Kosovo war.  In 1999 tourists from EU increased by 11%.  There was a considerable growth of tourists coming from Scandinavian countries – 24.9%, Germany – 19.1%, Greece – 15.2%.  The tourist inflow from Russia, Ukraine and other CIS member-states decreased significantly.  There were some favorable developments in the sector: increase of tourist flow to mountain resorts in summer and more touring visits in Bulgaria’s countryside.  Revenues from specialized tourism (rural, religious, medical, and ecological) have been growing. 

A.2. Development Problem Addressed by the Project

The project is developed in full respect and close observation of the right to work and the comprehensive right for human development that has been recognized long ago by the Bulgarian state with the ratification of the Declaration on the Right to Development on 25 June 1970. The State has committed itself to take the duty to “undertake, at national level, all necessary measures for the realization of the right to development” (Article 8 (1)) and the duty “for the creation of national conditions favourable to the realization of the right to development” (Article 3 (1)).

The development problem, which is being addressed by this project, is the high and increasing level of structural unemployment in Bulgaria. The project will address the problem through support to the development of the private sector (micro and small enterprises).  The goal is to increase the level of employment throughout the country by developing Business Support Centers (BSCs) - registered as non-governmental organisations, which will provide technical and financial assistance to the emerging private sector.  

The information from the National Employment Service reviews that the unemployment level in the country is at a high of 19% nationally with regional disparities present.  The Northeast has a very high level of over 30% official unemployment and the Southeast has official unemployment levels of over 25% on average. Unemployment, and the effects it has on the Bulgarian population, is consistently ranked as the most important issue effecting Bulgaria today according to independent surveys implemented throughout the country.  People are very worried about the rising unemployment and their difficulties in surviving in an increasingly difficult reality.  At the same time, there are entrepreneurs and individuals with ideas and technical skills throughout the country. However, most have no prior “private sector” experience and no experience of business in a market economy. Providing support to start-up businesses, such as elementary business planning and marketing research, are essential to realize the potential that exists.

A.3. Previous Experiences and Lessons Learned by National and International Partners 
For the purpose of this project, the primary focus will be job creation through SME development.  There have been some other relevant projects implemented dealing with SME development in the past few years.  

· The International Labor Organization (ILO) and United Nations Development Program (UNDP) have been working in Local Economic Development through the implementation of local Economic Development Agencies and Business Support Centers since 1995.  To date, 5 non-governmental organizations (BSCs) have been established and are functioning well in the Bulgarian reality.  They have been the catalysts for other similar organizations established throughout the country in recent years. A new model of financial assistance (loan guarantee scheme) was introduced through the BSCs. This loan guarantee scheme proved that it is feasible and necessary to provide assistance to micro entrepreneurs, especially women, as access to credit is a severe constraint to small business development.  Another innovative component of the UN supported projects was the introduction of Business Incubators (BIs). 
· The European Union (EU) has also supported the establishment of 5 Business Centers in the period 1994 - 1996.  They have been successful in some locations.  The EU and UNDP work closely together and have regularly exchanged information and lessons learned.  The EU will now fund a new project targeted towards providing technical assistance to the Bulgarian Association of Regional Development Agencies (BARDA) which groups together more than 20 NGOs focused on business development and regional development throughout the country.  The UNDP was one of the primary donors who established BARDA in cooperation with the EU and the Government of Germany.

· The United States Agency for International Development (USAID) has provided direct assistance to Bulgarian SMEs, with a strong focus on larger enterprises.  USAID’s American consultants and national experts provide consulting to companies and association groups in order to strengthen and make more competitive the Bulgarian private sector.  The Firm Level Assistance Group (FLAG) is the consortium, which organises and delivers the US technical assistance to Bulgarian SMEs.

· The Austrian Government in the past two years has had a very successful SME development project focused on the establishment of a Business Incubator and leasing scheme in Rousse.  They provide technical and financial assistance to the Business Center in Rousse to manage the scheme locally.

· The German Government is active in SME development through the establishment of three vocational training institutions in Pazardjik, Stara Zagora and Pleven.  They focus on different sectors and attempt to create linkages with the private sector.  The German Government has also provided technical and financial assistance to the development of BARDA.

· Donors have also been active in the provision of micro financing.  The Open Society Foundation has a micro credit program in Smolyan and Sliven.  The program is implemented together with United Bulgarian Bank (UBB) in Smolyan (loans between 2,000 - 5,000 USD) and with Reiffeisen bank in Sliven (loans between 500 - 5,000 USD).  Catholic Relief Services gives credits between 900 - 3,600 BGL to co-operatives of micro and small businesses in Stara Zagora, Pleven and Nova Zagora.  Nachala Foundation in Sofia, Plovdiv, Velingrad, Pleven and Varna gives loans to micro companies between 500 - 3,000 USD.  UNDP established a Loan Guarantee Fund with the UBB and disburses loans to micro and small companies through the Business Center Devin.  The loan size is between 500 - 3,000 USD.  UNDP also set up two leasing schemes at Gotze Delchev Business Incubator (up to 2,000 USD) and at Vidin Business Incubator (up to 4,000 USD) targeted at micro and small businesses.  The leasing schemes are run by local NGOs. As the micro crediting is still seen as being very risky and expensive by the commercial banks, their personnel lacks skills and qualification to serve the SMEs businesses most of the micro crediting programs are funded by donors and carried out by NGOs in co-operation with a bank.  Due to the Banking Law only banks can disburse credits.  The only legal way to provide micro credits without the support of the formal banking system is either through establishment of credit co-operatives or Leasing Schemes run by NGOs or Commercial companies.
A.4. Development Objective of the Project and Government Strategy

The development objective of the project is to demonstrate a replicable model for employment generation through stimulation and creation of micro and small enterprisess and adopt this model as national policy.
The development objective of the project is in line with the report of the UN Committee on Economic, Social and Cultural Rights (approved on Session HR/4445, held on 3 December 1999) on the performance of the Bulgarian State in regard to the International Covenant on Economic, Social and Cultural Rights, ratified by Bulgaria on 25 June 1970. The report expresses the Committee’s concern for “an alarming high level of poverty in Bulgaria” and states regretfully that “despite the Government efforts to combat unemployment, success has not been achieved in this regard.” The report recommends that the State evaluates the economic reform programmes with respect to their impact on poverty and make efforts to adjust them in an appropriate way.

The strategy of the Bulgarian Government to combat unemployment through the development of the private sector and SMEs is highlighted in the following initiatives.  

The National Plan for Regional Development 2000 – 2006 (NPRD) details the government’s strategy to develop the country with a special emphasis on SMEs. The NPRD deals with SME problems in several aspects.

In addition, the NPRD outlines actions to be undertaken to diversify the tourist products and improve their quality, expand the geographic spread of tourism and its seasonal distribution, improve the qualifications and skills of the labor force in tourism and, finally, improve the availability of information in the country and abroad.  It is expected that by the year 2006, as a result of the development of the sector, permanent employment will increase by 39% compared to 1999.

The Ministry of Labor and Social Policy (MLSP) has developed a draft National Anti Poverty Plan pending approval by the Council of Ministers. The Plan details the government’s strategy to deal with the increasing problem of poverty which currently affects 22% of the population.  The main message of the document is to devote poverty reduction efforts based on the interdependence between economic and social policies, instead of relying exclusively on social policies and social assistance.  The main direction of the pro-poor policy, associated with the draft National Anti-Poverty Plan, is to direct more productive resources to the poor by:

· providing greater support to agricultural development and to rural development in general; 

· taking measures to directly stimulate small and medium private enterprises and self-employment in order to create jobs; 

· carrying out a territorial investment strategy that directs resources to the more backward or depressed regions of the country. 

The MLSP has undertaken active labor policies measures to combat unemployment. Five programs are currently being implemented, though with some difficulties due to lack of funds, and have been evaluated positively.  The programs include: subsidized employment, training programs, temporary employment, job clubs, and payments for new entrepreneurs.

In the first years of the transition to a market economy, there was practically no state policy for encouraging SME development.  The actual discussion on establishing a consistent state policy for SME promotion started in 1997 with the adoption of the National Strategy for Promotion of SME Development.  Its main goal is to establish a favorable institutional, regulatory, administrative, financial and competitive environment enhancing the development of SMEs. 

The National Agriculture and Rural Development Plan 2000 - 2006 (NARDP) was adopted by the Council of Ministers in November 1999. It highlights the newly established governmental priorities for rural and agricultural development in line with pre-accession strategies to the EU. The plan has been prepared in compliance with the requirements of EU regarding the extension of EU financial aid for the implementation of agricultural and rural development measures in Central and Eastern Europe applicant countries in the pre-accession period (SAPARD Regulation).

The main objectives of the Plan are as follows:

· Improvement of agricultural production efficiency and promotion of a competitive food-processing sector by better market and technological infrastructure and strategic investment policies ultimately aimed at reaching EU standards.

· Sustainable rural development consistent with the best environmental practices by introducing alternative employment, diversification of economic activity and establishment of the necessary infrastructure.  This in turn will improve the living conditions and standards of rural communities, generate fairer income and open up employment opportunities.

A.5. Project Strategy
The project strategy is to implement an integrated approach to job creation and economic development in rural areas utilizing tools that have proved to be successful and effective in the Bulgarian context.  

The project will focus on bringing together all of the actors on a national and local level who are vital to creating an environment where jobs and private sector development are viewed as critical to the success of the country and local communities.  The project will build the capacity of these actors in order for them to understand their roles and obligations, to help to create linkages between the public sector and the emerging private sector and the non governmental sector.  The project will also introduce mechanisms that will create opportunities for private sector development - companies to be established, existing companies to be strengthened through technical and financial assistance, and linkages created between businesses in order to strengthen various sectors (especially agribusiness).          

From the experiences of the UNDP in this field for the past 5 years, it is fundamental to work on a local level in order to jump start communities.  The tool that has been used thus are local non governmental organizations (NGOs).  The Business Support Centers (BSCs) assist people who would like to start up their own business, existing micro, small businesses to strengthen and expand their businesses, and also medium sized enterprises in select areas.  They are often organized as non-governmental organizations and have representatives from the whole community in their general assemblies (the Local Labor Office, Banks, the Municipality, other NGOs, and any other relevant actors).  BSCs are an essential component to a proper functioning business environment and they help to create jobs. 
	Core-activities of the Business Centers include:

· promotion of an entrepreneurial culture where potential business men and women become aware of the responsibilities, risks and possibilities of a self-owned business;

· delivery of locally-based comprehensive support to potential or actual micro, small and medium sized entrepreneurs;
· introduction of new management techniques and new technologies ;
· delivery of a wide range of information services;
· consulting services provided by international and local consultants to develop projects, business opportunities, and business to business links locally, regionally, and internationally;
· mobilisation of opportunities and resources to facilitate access to credit and incentives for employment generation and training;
· stimulation and support of a “dialogue” at the local and national level, between the public and private sector aimed at promoting private entrepreneurship in order to create a relationship built on confidence between the public institutions and the private sector.


The UNDP supported projects have had a particular emphasis on self sustainability of the BSCs after the project financing finishes.  The projects have historically financed the one time start up costs of the NGOs, the running costs of the organizations in terms of operating expenses and salaries, as well as provided specialized training for the staff and for clients of the Business Centers.  The Centers were trained and motivated to earn income from their target audiences and from other sources from the inception of the projects.  This was very important to the long term success of the Business Centers.  They learned to think in an entrepreneurial manner and to look for income generation tools.  The projects allowed the NGOs to retain the income they earned in order to give them some independence and also to subsidize activities for the original target group after the financing from the projects finished.  In this manner, the Business Centers continued to work with the most needy and they served a long term benefit to the communities by growing and developing other services which were needed locally.  

An example of how BusinessCenter Mesta became self-sustainable

The financing for the Regional Development Agency - Business Center Mesta ended in December 1998 from the UNDP after 2 and a half years of financing but the Center is still functioning today and serving the original client base with some modifications.  The Business Center is located in highly forested region of Bulgaria.  One of the most quickly developing areas of the private sector was in the pine wood furniture business.  There are many micro enterprises, which started after the transition.   

The Business Center Mesta has successfully helped companies cluster in manageable networks in order to compete effectively in the global market.  In early 1999, when the initiative began to develop western business links with local producers, the local producers stated that they categorically were not interested in working on a subcontract basis.  They said that if they could not fulfill a complete order, then they did not want any business at all if it meant sharing an order with other local companies.  After many discussions on a local level and after they saw their competitors earning money by working with the Business Center Mesta, they changed their minds.  
Currently, companies are coming to the Business Center and asking if they can be subcontractors for the Business Center.  This is a dramatic improvement from 18 months ago.  The fact that the volume is steady and relatively guaranteed with all of the tremendous support from the Business Center Mesta has abated many of the fears that the local producers had.  The micro enterprises are beginning to work together, exchanging information, and learning from each other in a structured way. 
The Business Center Mesta has been successful in becoming self sustainable after two and one half years of funding for several reasons.  

· The first reason is that the methodology for the establishment of the non-governmental organization has its roots in local economic development.  This refers to the need to involve all of the relevant local actors on the development of the concept and the form in which the NGO eventually takes.  A great amount of effort is required to get all of the key actors on board and supporting the initiative.  This is crucial to the long-term success of the organization.  

· The second reason is that the staff of the Center is committed to the goal of the organization, which is to assist in creating a better environment for businesses to develop.  

· The third reason for success is that the Business Center has evolved over time into a full service provider.  Under financing from the UNDP it had three main areas of focus: a variety of training programs, information services, and consulting services.  

During the last year of UNDP financing, the Business Center Mesta attempted to expand its area of focus into three distinct areas: 1st continuing to provide the above mentioned services (most of which must be subsidized), 2nd implementing donor programs or serving as a consultant on donor funded projects and 3rd developing commercial activities related to the main industry for many micro and small businesses in the region.  The Business Center Mesta buys furniture from local companies, puts on the finishing, ensures all the products have the same level of quality and then sells the products to Western Europe.  This creates value added without competing with local companies.  

In this way, the Business Center Mesta continues to work for economic development, employment creation and promotion, and the development of a thriving private sector after external money finished.
This project will establish a network of AgriBusiness and Rural Development Centers (ABCs) and Business Incubators (BIs), with diversified focuses, in order to help create an enabling environment for creation of jobs through support to SMEs.  Through the implementation of this strategy, 6,500 jobs will be created over a period of two years.  The cost per job creation will be $1,000. 
The project will be implemented in two phases.  In the Phase I, 5 existing business support centers will be strengthened and supported to have a focus on rural and agribusiness development. In addition, 3 new ABCs, with BIs attached to them, will be established as well as one new ABC will be established. Phase II will involve the establishment of 11 new ABCs, 5 of which will also have BIs attached to them.  A map illustrating Phases I and II is attached as  ANNEX 1.  
Each of the above-mentioned 20 locations will manage a financial mechanism (loan guarantee or leasing scheme) of up to $100,000. The mechanisms would target micro and small enterprises who would not otherwise have access to credit.  The two financial mechanisms will be managed locally (through the local banking system in the case of  loan guarantee schemes),  with overall support from the Central Coordination Unit in Sofia.  Each community will decide which financial mechanism is most appropriate for their environment.  At the end of the project life, a decision will be made whether to endow the ABCs with the funds of the implemented financial mechanism in order to make them revolving and continuing to serve the target audience after the project is completed.  
Each of the ABCs will have an Information Technology Center (20 ITCs in total) where Internet will be readily available to the business community to facilitate business development in different ways. The ITCs will help the development of local communications infrastructure providing fast access for rural communities to up to date Bulgarian and international market information and opportunities; they will create links to other internet services, such as SAPI, which provides regular, detailed market information and analysis on most Bulgarian agricultural products and some information on international markets; ITCs will develop practical computer skills amongst rural entrepreneurs, for example: people will be able to develop their own web pages and will be assisted in establishing trade links not only in Bulgaria but abroad as well.  Information about prices and opportunities to sell products will be cultivated via the Internet.

A weekly educational program on household agriculture will be broadcast on Channel 1 of the Bulgarian National Television in 2000 and 2001. The TV series represents a continuation of the 40 broadcasts of the “Paradise Garden” TV show in 1999 – 2000.  See ANNEX 11 for background, implementation and management details. The TV program will assist the Bulgarian rural population in how to add value to the current agricultural production, as well as in the start-up or expansion of micro, family, small and medium agri-business.  A total of 40 new emissions of  “Paradise Garden” is a necessity and will compliment the activities of the AgriBusiness and Rural Development Centers.  The target audience will be subsistence farmers who are interested to become micro farming enterprises, as well as micro farmers.  Ten 30-minute films will be broadcast in the year 2000, and thirty more will be aired in 2001. The public and institutional demand for the continuation of the program is very high.  The impact of the first 40 emissions has exceeded expectations, also in terms of new businesses started and jobs created.  

The Special Projects Fund (SPF) constitutes a resource available to the ABCs for strengthening the SME sector and additional employment generation.  The Fund will be accessible to the ABCs, groups of producers and also minorities.  Each of these target groups can write proposals aimed at the development of niche markets, value-added services or minority self-help initiatives for job creation.  The proposals will be evaluated and the best ones will be allocated grants from the SPF.  See ANNEX 10.
The ABCs and BIs will not promote environmentally damaging practices within their organizations or through support to the developing micro and small enterprises.  Where ever possible, education will be promoted to ensure the environment is protected.  Throughout the implementation of the project, environmentally sustainable practices will be promoted.
At the end of the project, the situation will be improved in the following terms: 20 ABCs will be strengthened or established, 8 Business Incubators will be established and functioning, 20 financial schemes will be operational, 6,000 people will be trained, 1,975 man-days of temporary jobs will be created, 6,500 long-term sustainable jobs will be generated, 40 emissions of “Paradise Garden” TV program will be aired, 20 Information Technology Centers will be functioning, and special projects will be financed from the Special Projects Fund.
A.6. Project Beneficiaries

The project’s target beneficiaries are listed in order of importance. 
1) Unemployed people are the most important target audience.  They will be assisted by the fact that jobs will be available through the businesses established with the ABCs and BIs assistance. 
2) Micro and small enterprises who desire to grow and create additional employment will be given technical assistance and access to financing.

3) Farmers who are currently working on a subsistence basis and are interested in becoming micro farming entrepreneurs.
4) Minorities will be given more opportunities and options for jobs and self-sustainable income generation methods. 
5) The local authorities and the key stakeholders in the 20 selected project sites will receive technical assistance in local economic development methods in order for them to take full advantage of the new tools which are being introduced to their communities under the project.
Gender Focus

The project will assess the implication of its activities for women and men from a gender perspective. Accordingly, the project will implement a strategy in order to ensure that women and men benefit equally from it and are respected in all the aspects of the rights, resources and opportunities, provided under the project.

UNDP experience in country related to gender and business has shown that mainstreaming gender issue is more successful.  The most appropriate method is to first engage the whole community into the project and then to find out what the gender issues are and what the needs of women are locally. To date, Bulgarian agriculture has been feminized primarily in the minority communities.  Small plots of agricultural land are predominately owned by families where women provide most of the agricultural labor. A National Action Plan for Rural Women in Development has been outlined on national level, supported by FAO and appraised by the Ministry of Agriculture, Forestry and Land Reform and other state institutions as well as Bulgarian and foreign NGOs. In economic terms, the Plan calls for support to rural women-entrepreneurs in their private initiatives for organic farming, rural tourism, establishment of agri-business incubators and access to private and state credit funds. It also outlines the necessity for an information policy to be developed in rural areas, providing best practices on women in business and agriculture and specialised information. The Plan states the need for consultations and training for women on crucial issues, such as credit opportunities and respective legal framework, running a private agri-business, self-employment and SME management.

Minority Focus

The project will consider and work for the promotion and realization of the rights of minority groups in the country as an integral part of the Bulgarian society. It will support the promotion of  “apropriate measures so that persons belonging to minorities may participate fully in the economic progress and the development of their country“, as stated in the Declaration on the Rights of the Persons Belonging to National or Ethnic, Religious and Linguistic Minorities, to which the Bulgarian State has already made its commitments. Members of different ethnic minorities, a predominant portion of the population in some of the sites, will be given the opportunity to execute their right to work and to development. Various minority groups will be provided with the opportunity to receive additional financial support from the project by utilizing the Special Funds of which they are a target audience.

Minorities are an integral target group of the project.  Most of the communities where the project will be working in, are predominately comprised of minorities.  See ANNEX 2 for more details. 

A.7. Regulatory Framework

The legal framework for the development of SMEs in Bulgaria consists of a number of acts and bylaws regulating various aspects of the SMEs activities as well as different spheres of economic activities in Bulgaria.  This diversity is due to the fact that the SME Act was adopted in 1999, when the majority of normative acts regulating the economic development of the country had already been introduced. 

The SME Act provides for: a comprehensive definition of micro, small and medium-size enterprises; a clear definition of the statute of the SME Agency and its main functions; the establishment of an Advisory Board on SMEs within the Agency as a consultative body involving state institutions and NGOs; the statute of the Promotional Bank as a credit institution exclusively for SMEs; the preferential regimes for SME participation in privatization and renting of state-owned and municipal property; the establishment of an SME register; the provision of information and training services to the SME sector. 

The SME Agency (under the former Ministry of Industry, now within the Ministry of Economy) was established in 1997 as a state body, which supports the development and implementation of state policies on SME promotion.  The Advisory Board on SMEs (established by virtue of the SME Act) is a consultative body comprised of state and non-governmental organizations assessing the effect of the legal framework on the SME sector. Currently, the Board reports directly to the Council of Ministers.  Donors are increasingly regarding the SME Agency as a partner in the implementation of development cooperation projects.  The European Union will be allocating 1.5 million ECU for institutional capacity building for the SME Agency.  

The state-owned banks which provide credits to SMEs are: Promotional Bank (credits of size between 50 - 150,000 BGL, exclusively targeted to SMEs), and Commercial Bank DSK (State Savings Bank) (between 2,500 - 75,000 BGL).  Banks with prevailing foreign share in capital providing credits to SMEs are Union Bank and Euro Bank. They are the financial intermediaries on the KfW, German Credit Institution, for micro credit line (up to 1,000,000 BGL).  However, to access these funds substantial collateral must be provided by the borrower, which de facto restricts access severely.

Since the beginning of the reforms, the regional policy of the Bulgarian Government has evolved through several stages, characterized by an increase in commitment to local and regional issues.  The foundations of a consistent and long-term regional policy were laid in 1999 by the Act on Regional Development. It regulates the planning, management and financing of regional development.  The Act establishes the organizational structures and the central/regional bodies responsible for regional development. 

The Regional Development Act introduces the program approach.  Based on objective criteria, the following areas of purposeful intervention were designated: areas of growth; areas for development; areas for cross-border co-operation; areas in industrial decline; less-developed rural areas.  Six planning regions have been identified pursuant to the Regional Development Act: North-Western, North-Central, South-Eastern, South-Central and South-Western Region.  This division is used as the territorial basis for preparation of regional development programs.  The programs will integrate the 28 district plans for regional development (Bulgaria is currently divided into 28 administrative units) and will provide the basis for co-financing of regional development activities funded through the pre-accession instruments of the EU. 

The Act on Non-Governmental Organizations will be active starting January 2001. The business centers supported by the current project will have to (re-) register according to its provisions. The process of re-registering will be cumbersome for many small NGOs with respect to the complicated documentation to be submitted to the Ministry of Justice and Euro-Integration. The Act introduces mandatory annual audit of the NGOs. The audit is a paid service and many NGOs will not be able to afford it. Also, the Act allows that NGOs carry out economic activities whenever these activities coincide with the main goals of their bylaws. The Act does not specify in detail what kind of economic activities will be allowed.  The unclear clauses will be practically explained in the Regulations following the Act. 

A.8. National Resources 

The Government of the Republic of Bulgaria, through the Ministry of Labor and Social Policy, allocates cost-sharing funds (BGL 15,400,000) from the state budget 2000 – 2002 to the project budget.  The project is primarily funded from this contribution.  The Government allocates these funds in order to achieve its priority objective of employment generation and business promotion through support to the SME sector.  The municipal governments in the selected project sites where there will be Business Incubators are providing rent-free premises to the project for a minimum of 5 years. National and local governmental human resources are committed to support the project in any way as necessary.

B.  Strategy for use of UNDP resources

B.1. Relation of the Project to UNDP Mandate

The project is in line with UNDP’s mandate to promote sustainable human development. It is aimed at job creation through support to the development of micro and small enterprises, which in turn will lead to poverty alleviation and will generate an enabling environment for sustainable livelihoods. The project objectives relate to one of the two thematic areas of the First UNDP-Bulgaria Country Cooperation Framework (1997-2001) -“Reversing impoverishment and the decline in the quality of life”.
B.2. UNDP Intervention

The Government and donors have tested alternative strategies for job creation since 1995.  It has been shown that the only viable long-term job creation mechanism is through the development of a viable SME sector.  Common consensus within the development community is that without an active private sector focusing on micro and small enterprises there will be no job creation in Bulgaria.  Several UNDP initiatives have had positive outcomes, and JOBS project can be considered a demonstration of impact on national policy due to the significant financial resources that the Bulgarian Government is willing to contribute. Through this project, UNDP will promote a replicable model in the Bulgarian business environment with the added elements of agribusiness and rural development as well as a strong technological focus and links to markets in geographic areas where there is an absence of SMEs and skills on a local level.  The successful implementation of the project will have several important policy implications :

1. To demonstrate that micro and SME development in rural areas is possible and feasible.

2. To demonstrate how to implement micro credit mechanisms targeted for rural areas.

3. To demonstrate how to link remote communities and businesses with the larger world in a cost effective manner.

4. To demonstrate how business support can be organized in a self financing manner in rural areas.

5. To demonstrate what types of active labor policy measures are successful in rural areas.

B.3. Use of UNDP Resources 
UNDP has supported several projects in the SME sector since 1995.  The BUL/95/001 project titled “Local Capacity Building in Selected Areas in Bulgaria” established a local economic development agency in the Mesta Region.  Project BUL/97/012 - “Business Promotion and Support Program”, replicated the Mesta Model in Vidin and Blagoevgrad, and also introduced the concept of Business Incubators in Gotse Delchev.  Project BUL/97/013 - “Economic Empowerment of Women in Devin Region”, focused on helping the SME sector to develop with a special focus on Women as well as financial mechanisms. The other SME development project, BUL/99/022 - “Vidin Business Incubator”, is introducing the concept of utilizing Business Incubators and Financial Mechanisms together. In all these projects, the Government of Bulgaria contributed financially.  The J.O.B.S. Project is a natural expansion of the “Business Promotion and Support Program” Project including new inputs with the full cooperation and guidance of the Ministry of Labor and Social Policy and the National Employment Service.

B.4. Capacity Assessment of the Designated Agency
The Ministry of Labour and Social Policy (MLSP) has a proven capacity to execute the project. The cooperation between UNDP and the MLSP for implementation of UNDP-supported projects under the national execution (NEX) modality started in 1997, and has been expanding in scope and volume since then. Three large-scale UNDP-supported projects, with activities spread all over the national territory, and operating through the mechanism of advances of funds to the government, have been successfully executed by the MLSP: Beautiful Bulgaria Phases I (1997-1998) and II (1999-2001), and the Regional Initiatives Fund Project (1998-2000). The project management units of these three projects have closely and intensively co-operated with the staff of the MLSP in order to ensure the achievement of planned results. There already exist efficient working relationships between the MLSP and the UNDP Country Office in Sofia.

C. Immediate Objectives (IO), Outputs, Indicators and Activities 
IO 1 To establish a sustainable network of NGOs providing business support to micro and small enterprises in rural areas. 

Output 1.1 

Central Co-ordination Unit in Sofia and Regional Project Office in Shumen established and fully operational.
Indicator 1.1
Central Co-ordination Unit in Sofia and Regional Project Office in Shumen have been provided with the necessary equipment and trained staff to implement project activities.
Activity 1.1.1
Hire additional staff to complete the management and implementation structure needed for proper functioning of project.

Activity 1.1.2
Train the staff according to the established Training Plan. 

Activity 1.1.3

Purchase equipment for the Central Co-ordination Unit and the Regional Project Office.
Output 1.2

15 new AgriBusiness and Rural Development Centers established.

Indicator 1.2 
Each ABC has been provided with the necessary equipment and staff trained to implement the project.
Activity 1.2.1 
Hire staff for each ABC to ensure proper functioning.
.
Activity 1.2.2 
Develop a training plan for the staff.

Activity 1.2.3 

Train staff according to the established Training Plan. 

.
Activity 1.2.4

Renovate space for the ABC office.

Activity 1.2.5 
Purchase equipment for each of the ABCs.
Output 1.3  

5 existing Business Support Centers are expanded to include agribusiness and rural development focus.

Indicator 1.3  
5 existing Business Support Centers have been provided with the necessary equipment and trained staff to implement the project.
.
Activity 1.3.1 
Hire staff, if necessary, to focus on agribusiness and rural development.

Activity 1.3.2 

Train staff as needed.

Output 1.4

8 new Business Incubators established.
Indicator 1.4  
8 new Business Incubators have been provided with the necessary equipment and trained staff to implement the project.

Activity 1.4.1 

Hire staff for each Business Incubator to ensure proper functioning.

Activity 1.4.2

 Train staff  according to the established Training Plan. 

Activity 1.4.3

Renovate space for the Business Incubators.

Activity 1.4.4

Purchase needed equipment for each of the Business Incubators.
Output 1.5  

20 Micro-financing Schemes (Leasing or Loan Guarantee) established locally.

Indicator 1.5
Number of local businesses accessed the Leasing or Loan Guarantee Schemes.
Activity 1.5.1

Review legal framework regarding NGOs implementing Leasing Schemes.
Activity 1.5.2 
Negotiate with commercial banks arrangements for the Loan Guarantee Schemes. 

Activity 1.5.3 
Train staff in each location to manage the Micro-financing Schemes properly.

Activity 1.5.4

Develop proper procedures and controls for management and implementation of the Micro-financing Schemes.
Output 1.6  
Integrated Management Information System established.  

Indicator 1.6 

20 web sites developed and functioning. 

Activity 1.6.1 

Develop and test the Integrated Management Information System to ensure easy use and that appropriate information can be extracted by various partners.
Activity 1.6.2 

Establish the Integrated Management Information System within each ABC and BI.
Output 1.7  

20 Information Technology Centers established within the communities.

 Indicator 1.7  
1,000 Information searches completed for businesses.

Activity 1.7.1
Establish the framework for the Information Technology Centers to be established within the communities.  
Activity 1.7.2

Purchase the necessary equipment for each Information Technology Center. 

Activity 1.7.3 Train the staff on how to utilise information technology most effectively.

Activity 1.7.4 
Physically set up the Information Technology Center in each location and connect it to other Internet-based trade networks.

Activity 1.7.5 

Gather information from donors regarding financing opportunities for micro and small enterprises as well as information regarding market opportunities in various countries.

Activity 1.7.6 

Systematize and locate this information in the Information Technology Centers for easy access by the ABCs and local businesses.
Output 1.8  
Technical advice on niche marketing provided by international consultants. 

Indicator 1.8  

5 reports, which have led to the development of new markets  submitted to the Project. 
Activity 1.8.1

Establish good working relationships with other donor programs to take advantage of consultants who can work in Bulgaria on a volunteer basis if possible.

Activity 1.8.2
Assess the needs on a local level, and co-ordinate the consulting work needed in order to address the needs of as many communities at the same time as possible.

Activity 1.8.3

Supply international consultants providing technical assistance on niche marketing.  

Output 1.9 
Local entrepreneurs trained to organize and develop local marketing groups.

Indicator 1.9  

5 informal groups organized.

Activity 1.9.1

Conduct feasibility research throughout the communities to assess which sectors have the most potential and need for marketing groups to be established.

Activity 1.9.2 

Organize training programs or bring in consultants who will assist the local communities to establish the marketing groups.

Activity 1.9.3

Provide ongoing support to the marketing groups.

Output 1.10  

Local entrepreneurs trained to organize and develop local industry groups.

Indicator 1.10  
5 informal groups organized.
Activity 1.10.1

Conduct feasibility research throughout the communities to assess which sectors have the most potential and need for industry groups to be established.
Activity 1.10.2 
Organize training programs or bring in consultants who will assist the local communities to establish the industry groups.

Activity 1.10.3 
Provide ongoing support to the industry groups.

 Output 1.11  

Training courses formulated and implemented in Marketing, Financial Management, Utilizing Internet for Trade Links, Marketing, Business Plan writing among others.

Indicator 1.11  
100 people trained in Marketing, Financial Management, Utilizing Internet for Trade Links, Marketing, Business Plan writing among others in each location.  This number includes 20 %women and minorities. 
Activity 1.11.1

Develop a training plan for the companies in each community.

Activity 1.11.2
Implement the training activities on a regular basis, some demand driven, others driven by the ABCs and the Project Management.

Output 1.12  
6 International Labor Organization’s (ILO) Start Your Business (SYB) courses implemented in each location.

Indicator 1.12  

70 people participated in the SYB courses including 20 representatives from the minority groups and women in each location.

Activity 1.12.1 

Train the trainers (women and minorities included) on how to implement the SYB courses.

Activity 1.12.2 
Print the SYB materials.
Activity 1.12.3
 Implement the SYB training courses in each community.

Output 1.13  
Start Your Tourism Business courses developed and implemented (where relevant).

Indicator 1.13  
Total of 5 Start Your Tourism Business courses organized for local beneficiaires (where relevant).

Activity 1.13.1 
Develop Start Your Tourism Business training material.  

Activity 1.13.2 

Print the Start Your Tourism Business training material.
Activity 1.13.3
Train the trainers (women and minorities included) on how to implement the Start Your Tourism Business course.
Output 1.14  

Household Agriculture Program (HAP): the “Paradise Garden” TV show – 40 30-minute film units produced and broadcast on Channel 1 of the Bulgarian National Television (BNT).

Indicator 1.14  
Official statistics (number of viewers per broadcast) of the BNT, number of viewers’ calls/letters to the “Paradise Garden” office and success stories related to the TV emissions.

Activity 1.14.1
Hire a HAP Manager.
Activity 1.14.2
Sign sub-contracts (domestic film-production and film-production abroad) for the implementation of the HAP component. 

Activity 1.14.3
Monitor work progress and periodically assess the educational and artistic quality of the film units.
IO 2 To build capacity on national and local level in order to ensure sustainability of local economic development initiatives.
Output 2.1

Ministry of Labor and Social Policy  (MLSP) empowered to execute, implement, and monitor this type of project.

Indicator 2.1

Number of relevant ministry staff acquainted with the concept of Local Economic Development and trained on management and implementation of LED initiatives.

Activity 2.1.1

Introduce the Local Economic Development concept and the methodology of the project to relevant staff members of MLSP.

Activity 2.1.2

Conduct regular discussions on project development.

Activity 2.1.3

Ensure regular transfer of knowledge between MLSP and Central Co-ordination Unit.

Activity 2.1.4

Keep close collaboration between the Central Coordination Unit and representatives of MLSP.

Activity 2.1.5

Project site visits by the relevant ministry staff members occur.

Output 2.2 

Increased capacity within the local authorities to initiate local economic development initiatives.

Indicator 2.2

Number of local economic development initiatives supported and promoted by the local authorities.

Activity 2.2.1

Introduce the Local Economic Development concept and the methodology of the project to the local authorities.

Activity 2.2.2

Involve the local authorities as key partners in the process of establishment of ABC and BI.

Activity 2.2.3

Conduct regular discussions on project development to incorporate their ideas and views.

Output 2.3
Baseline surveys conducted in all target areas based on poverty and economic development potential, and agribusiness / rural development potential and launched at the Local Economic Development forums.

Indicator 2.3  
Number of baseline surveys carried out, disseminated among local stakeholders and discussed with them during the Local Economic Development forums in each targeted community.   

Activity 2.3.1 
Hire subcontractor to carry out the baseline surveys, produce report, and print the report for dissemination purposes.

Activity 2.3.2

Local Economic Development Forums organized resulting in increased awareness among local stakeholders in each community regarding local economic development and the role they need to play.
Output 2.4

Innovative business practices introduced to the local community.

Indicator 2.4

Number of cases of introduction of innovative business practices produced by national and international consultants.

Activity 2.4.1 

Utilising international and national expertise, test a variety of options to introduce innovative practices regarding agribusiness, rural development or business to business links in some chosen sectors.

Activity 2.4.2 
Hire international and national consultants to explore the sectors and to introduce the innovative practices.
Activity 2.4.3

Disseminate and discuss the reports among the ABC managers and representatives of local business community.

Output 2.5  
Special Projects Fund established.

Indicator 2.5  

Number of proposals to access the Fund submitted. 

Activity 2.5.1
Set up a working group including MLSP and JOBS Project Management representatives to establish detailed terms of reference for the Special Projects Fund.
Activity 2.5.2 

Open the competition to all communities in the project.

Activity 2.5.3

Set up a Selection Committee comprised of representatives from MLSP, the JOBS Project Management, UNDP representative, the National Agency for SME, a Bulgarian NGO working in the SME field, and a Bulgarian NGO working in the social sphere.

Activity 2.5.4 Review on a regular basis the applications and select the most relevant for grant financing.

Output 2.6
Public awareness campaign implemented regarding project methodology and results.

Indicator 2.6  
Newsletter produced and 4 site visits organized for journalists.
Activity 2.6.1 

Prepare Public Relations plan.
Activity 2.6.2

Disseminate the newsletter nationally and locally.
Activity 2.6.3 
Regular meetings with the media are held.

Activity 2.6.4 

Site visits by the media to the project sites occur.

Output 2.7 

Recommendations formulated to improve the laws governing business development.

Indicator 2.7
Number of recommendations submitted to the local authorities, the National Agency for SME and to Bulgarian Association for Regional Development Agencies (BARDA). 
Activity 2.7.1

Initiate discussions with local micro and SME owners on legislative or administrative barriers, which they have to overcome in their day-to-day work. 

Activity 2.7.2

Review laws and regulations that apply to the SME sector and co-operate with national actors and other donors to propose changes on an as-need basis.

Output 2.8  

Lessons learned from the micro-financing schemes identified and policy measures formulated.

Indicator 2.8  
One international conference organized for micro financing results and future policy measures needed.  
Activity 2.8.1

Conference is organized for 20 national stakeholders.  
Activity 2.8.2

Disseminate information on the conference results locally and nationally.

Output 2.9  

Lessons learned identified and policy measures formulated.

Indicator 2.9

One national conference organized on results achieved, lessons learned, and further policy measures recommended.  

Activity 2.9.1 
Develop and print materials on the results achieved, lessons learned, and further policy measures recommended.

Activity 2.9.2
Organize a national conference.

Activity 2.9.3

Disseminate the conference materials locally and nationally.

Overall Project Achievements:
6,000 people trained 

· 300 per ABC and BI
90 man-months of temporary jobs created 

· renovation works

· 10 people per each new ABC, 20  work hours each

· 40 people per each BI, 20 work hours each

· hired external trainers

· 20 ABC/BI, 10 courses each, 40 hours each course

40 emissions of the “Paradise Garden” TV show aired 
20 Information Technology Centres functioning

20 financing schemes operational

8 Business Incubators operational

20 ABCs active

1,000 information links be made

Expected Medium-Term Impact:

6,500 long-term jobs created

· 20 ABC, 200 long term jobs created by each center

· 20 Micro-financial schemes, 100 long term jobs created by each scheme

· 8 BI, 50 long term jobs per incubator

· 20 ABC/BI, average 5 people permanent personnel in each
Outcome indicators   
The following instruments will be utilized in order to evaluate the success of the Project.
· The Baseline Studies (for Economic Development potential and the Poverty situation) will serve as reference points for evaluation of success of Project.  At the end of the project life, a similar analysis will be conducted.

· The Municipal Human Development Index will also give an overview of the developing situation on a local level over time.

· The Management Information Database, an integral part of the Integrated Management Information Systems will be a key source information regarding targets, accomplishments, and successes of the project.  Please see ANNEX 8 for more details.

D. Inputs

D. 1. Funding Sources

The project budget by source of funding is the following: 

UNDP TRAC





USD    140,000

Government of the Walloon Region, Belguim
USD      60,000

Government of Torrevieja Municipality, Spain
USD
  50,000

Government of Bulgaria



USD 6,670,000

Total






USD 6,920,000

The UNDP Country Office will charge 3% on the total cost-sharing contributions to the project budget, to cover administration costs related to the provision of direct country office support to national execution. 
D.2. Types of Inputs

The project budget by types of inputs is as follows:
Budget Line






Amount 

11.00 International Personnel




USD     410 500
13.01 Administrative Support Staff



USD       54 500
15.00 Duty Travel





USD     151 740

16.00 Evaluation and Mission Costs



USD       35 000

17.00 National Professionals




USD     647 290 

21.01 Sub-contracts new ABCs renovations


USD     105 000
21.02 Sub-contracts ABC/BI renovations                              USD     496 000

22.01 Audit


                                                USD       10 000

23.01 Sub-contracts printing of SYB



USD       30 000

23.02 Publications





USD     260 000
24.01 Sub-contracts LED surveys



USD       45 000

25.01 Sub-contracts HAP TV production                               USD    192 760

32.01 Study Tours





USD       35 000
33.01 Staff Training                                                                USD      45 000

33.02 Beneficiaries training




USD       80 000

33.03 IT training





USD     100 000

34.01 Conferences                     



USD       40 000

34.02 LED Forums



            
USD       12 000

45.01 Equipment and software



USD     945 500

45.02 Operations/maintenance



USD        44 900

53.00 Sundries
                                                            USD      782 039

71.01 Micro-capital grants - credit



USD   2 000 000
71.02 Special Projects Fund




USD      151 691
71.03 Special Fund Spain




USD        48 309

Country office support costs




USD     197 711

_____________________________________________________________________Total







USD  6 920 000
Below is a breakdown or explanation of some of the specific Budget lines mentioned above.   

11.00 International Personnel is comprised of:  the International Director, Long Term AgriBusiness Advisor, the HAP Project Manager, as well as 5 days per month of paid consultants, and 20 days of 2 volunteer international consultants per month.

17.00 National Professionals is comprised of: the Central Coordination Unit professional staff, staffing for each of the 20 ABCs and 8 BIs (7 ABC will have a staff of 5, 8 ABC/BIs will have a staff of 7, and the 5 existing centers will have paid staff of 2), as well as Bulgarian consultants and trainers.

21.00 Sub-contracts ABC/BI renovations: each ABC/BI will cost 62, 000 USD for renovations and 15,000 USD for each ABC.

45.01 Equipment and software is comprised of:  equipment and software purchases for the Central Coordination Unit, and for each of the 12 ABCs and 8 BIs, as well as the establishment of the Integrated Management Information System, and the 20 Information Technology Centers.

53.00 Sundries is comprised of:  petty cash to cover overhead expenses in the Central Coordination Unit and in each of the 12 ABCs and 8 ABC/BIs for the 24 months of the project.

71.01 Micro-capital grants – credit:  each of the ABCs will receive up to 100,000 USD for the implementation of a micro credit scheme in the community
Below is cost per AgriBusiness Center and AgriBusiness Center / Business Incubator for the 24 months of the project

AgriBusiness Center with Financial Mechanism 

34,720 USD per year

Salaries


Team Leader 


3,840 (320 per month)

Financial scheme manager
2,820 (235 per month)

2 Consultants 


5280 (220 per month)

Administrative Assistant 
1,680 (140 per month)


Ad hoc Technical Assistance
5,600

Total for Salaries 19,220
Operating Budget
Ongoing 


15,500

Total for Operations 15,500

START UP COSTS in 1st year

Equipment 



15,400

Information Technology Center
25,000

Renovation



15,000

Promotional Material
 

10,000

Total for Start up costs 65,400 USD

Financial Mechanism
 
100,000 USD

For one year



For two years

AgriBusiness Center

Ongoing 
34,720

34,720

Start up costs 
65,400

Financial Mechanism 
100,000 

Total


199,720
234,440
AgriBusiness Center and Business Incubator with Financial Mechanism 

48,500 USD per year

Salaries


Team Leader 


3,840 (320 per month)

Financial scheme manager
2,820 (235 per month)

2 Consultants 


5280 (220 per month)

Administrative Assistant 
1,680 (140 per month)


Business Incubator Manager
3,600 (300 per month)


BI Administrative Assistant 
1,680 (140 per month)

Ad hoc Technical Assistance
5,600

Total for Salaries 24,500
Operating Budget
Ongoing 


24,000

Total for Operations 24,000

START UP COSTS in 1st year

Equipment 



26,000

Information Technology Center
25,000
Renovation



62,000

Promotional Material
 

15,000

Total for Start up costs 128,000 USD

Financial Mechanism
 
100,000 USD

For one year



For two years

AgriBusiness Center and Business Incubator
Ongoing 
48,500

48,500
Start up costs 
128,000

Financial Mechanism 
100,000 

Total


276,500
325,000

D.3. Direct Country Office Support to National Execution

The Office of the Resident Representative of UNDP Sofia will provide the Ministry of Labor and Social Policy with all the necessary logistical and administrative support for the implementation of the Project. The MLSP delegates to the UNDP Country Office the administration of the following Budget Lines of the project budget:

Budget Line 11 “International Personnel”

Budget Line 15 “Duty Travel”

Budget Line 16 “Evaluation and Mission Costs”

The UNDP Country Office will provide the MLSP with regular information on the status of activities and disbursements under the Project.

E.  Risks and Prior Obligations

E.1. Risks
The following risks have been identified for the proper implementation and success of the project.  
· Lack of funds from the primary source (MLSP) to be given to the project.  Risk – low.

· Identification of qualified staff on a local level.  Risk – medium.

· Insufficient political support at the national and local level for the implementation of the project.  Risk – low.

· Lack of interest on a local level for entrepreneurs and farmers to cooperate together in group marketing and service schemes.  Risk – medium.

· Failure to achieve acceptable contractual arrangements between the Project and commercial banks regarding the implementation of the loan-guarantee schemes in the project sites.  Risk – low.
E.2. – Prior Obligations
The Standard Basic Assistance Agreement, which is a prerequisite for UNDP program support, was signed by the Bulgarian Government on 20 August 1992.

The Government cost sharing contribution to the project budget has to be received as per the agreed Schedule of Payments. 

In addition, the local authorities (municipal councils) in the project sites must provide rent-free premises to be used by the AgriBusiness Centers and Business Incubators for a minimum of five-year period. 

A Contract for Emissions of the “Paradise Garden” TV series has to be signed between UNDP and the Bulgarian National Television.

F.  IMPLEMENTATION AND Management Arrangements

F.1. General Implementation Arrangements
The project is nationally executed. The Ministry of Labor and Social Policy is the government body acting as project designated institution. The MLSP shall appoint a government official to act as National Project Coordinator.

The Project will use the mechanism of advances of funds to the government. 
A special project account will be opened for transfer of quarterly advances of funds to cover project inputs. Project expenditures shall be managed centrally through a dual signature mechanism (signatures of the Project Director and the National Project Coordinator appointed by the MLSP).

The local project offices (ABCs) will be authorized to spend locally a limited monthly amount to cover running costs. These monthly advances will be extended from the project account by the Central Coordination Unit. 

F.2. External Co-ordination Mechanism
There will be a Steering Committee chaired by the MLSP and comprised of representatives of the UNDP, MLSP, the National Employment Service, the National Agency for SME, Ministry of Regional Development and Public Works, Ministry of Agriculture and Forestry, and the Ministry of Economy. The members of the Steering Committee will meet every six months and will facilitate the specific advocacy initiatives under the Project.

F.3. Roles and Responsibilities

MLSP will be responsible for the overall management and strategic guidance for the J.O.B.S. project.  

The Central Coordination Unit will be responsible for the day to day management of the project, ensuring that all activities are in accordance with the agreed upon Project Document.  The Unit will be accountable for the preparation and updating of work plans and for ensuring that sound financial management/accounting, as well as timely and accurate reporting are carried out.
The Regional Project Office will be responsible for providing day to day backstopping to the ABCs and BIs.
The Managers of ABCs will be responsible for ensuring that work plans are prepared and updated for their respective centers and that sound financial management/accounting, as well as timely and accurate reporting are carried out vis-a-vis the Central Project Office.

F.3. Organizational and Management Structure of the Project
The Project organizational chart is presented in ANNEX 4 to the Project Document.
The Organizational and Management Structure of the Project shall be as follows.  The Director will be overall responsible for the proper implementation of the project.  There will be four persons reporting directly to the Director.  They include the Deputy Director, the Public Relations Specialist, the Accountant and the HAP Manager.  The Deputy Director will have the following direct reports: the Regional Office Manager who will be responsible for providing technical and managerial support to the ABCs and ABC/BIs, the Senior Administrative Assistant, the Central Technical Assistance and Training Co-ordinator, and the Integrated Management Information Systems Manager.  The Senior Administrative Assistant will be responsible for the overall smooth functioning of the Central Co-ordination Unit and will have the following direct reports:  the Administrative Assistant and the Driver.  The Accountant will also have an Assistant Accountant.  There are detailed Terms of Reference for the Central Co-ordination Unit staff and the Regional Office staff in ANNEX 5A.

G.  Monitoring and Evaluation

Mechanisms to be used for monitoring and evaluation include progress reports to be prepared by the Managers of the ABCs and BIs, the Central Coordination Unit, independent evaluations and annual tripartite reviews.

Progress reports will be prepared by the Central Coordination Unit on a quarterly basis.

The project will be subject to annual tripartite reviews, at which target beneficiaries will be invited to participate. The Project Director shall submit to each tripartite review meeting an Annual Project Report (APR). A Terminal Project Report will be prepared for consideration at the terminal tripartite review meeting. All reports should be prepared in draft and distributed sufficiently in advance to allow for review by all parties. 

An independent mid-term evaluation, as well as a final independent evaluation will be conducted.
H.  Legal context

This Project Document shall be the instrument referred to as such in Article 1 of the Standard Basic Assistance Agreement between the Government of the Republic of Bulgaria and UNDP, signed by the parties on 20 August 1992 and ratified by the Government on 7 December 1992.

The following types of revisions of this Project Document may be effected with the signature of the UNDP Resident Representative only, provided that he/she has been assured that the other signatories of the Project Document have no objections to the proposed changes:

· revisions in, or additions to, any of the annexes of the Project Document;

· revisions which do not involve significant changes in the immediate objectives, outputs or activities of the project, but are caused by the re-arrangement of inputs already agreed to, or by cost increases due to inflation;
· mandatory annual revisions which rephase the delivery of agreed project inputs into subsequent years, or reflect increased expert or other costs due to inflation, or take into account agency expenditure flexibility.
I.  Work Plan (attached)
The Work Plan has been developed for the first 9 months of project implementation and will be updated at least once a year.

J.  Budget (attached)
ANNEXES

ANNEX 1
Map of J.O.B.S. Project Implementation Phases 
ANNEX 2
Description of proposed locations 
ANNEX 3
Indicators explaining choice of sites for the Project  

ANNEX 4
Organizational Chart
ANNEX 5A
Terms of Reference for the Central Co-ordination Unit and Regional Office  

ANNEX 5B
Terms of Reference for Local Centre Staff 
ANNEX 6A
Preliminary outline of Training Plan for the staff  

ANNEX 6B
Preliminary outline of Training Plan for companies  
ANNEX 7
Project Start-up Technical Assistance 
ANNEX 8
Outline of Integrated Management Information System  
ANNEX 9A
Consultant, Jorge Zapp’s proposal for Roma activities 
ANNEX 9B
Consultant, Jorge Zapp’s proposal for Dried Fruit  
ANNEX 10
Special Projects Fund 

ANNEX 11
Television Programme on Household Agriculture  

ANNEX 12
Focal Points for Interventions  
ANNEX 13
Equipment to be purchased  

ANNEX 14
Relevant Donor Contact Information  
� Micro enterprises are defined as employing less than 10 people, small enterprises employ 10 – 50 people, and medium enterprises employ from 50 to 100 people according to the Bulgarian government.   
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