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I. Situation Analysis 

There has been significant economic development since the end of the 1992-1995 war in Bosnia and Herzegovina (BiH), with growth rates averaging 5–6 per cent in recent years. Macroeconomic stability has been achieved, with inflation generally remaining at low levels. However, a very troubling characteristic of this solid economic activity, from a human development perspective, is that this growth has had a very weak impact on poverty levels. Measured in relative terms, roughly one quarter of the people of BiH are deemed to be poor. These people have been left out of the mainstream economic process of growth. That is, they suffer from economic exclusion, an important dimension of social exclusion. 

The most visible manifestation of this economic exclusion is the high unemployment rate, most recently pegged at 23.4 per cent
. Exclusion from employment is the single biggest cause of financial poverty in BiH, especially given the country’s weak social protection systems. But exclusion from employment is also responsible for other dimensions of poverty, which are perhaps best perceived through the lens of social exclusion. Unemployment weakens an individual’s social connections, reduces their access to information, and leads to alienation, all of which act to limit opportunities for inclusion. 

There is a gender dimension to the economic and social exclusion in BiH. The unemployment rate for women is over five percentage points greater than it is for men (26.8 per cent vs. 21.4 per cent). While women constitute 52 per cent of the working age population, they account for only 36 per cent of people in employment. Furthermore, this exclusion persists due to women having a weaker voice in the public domain.  Only 9 per cent of government positions are held by women. 
Unfortunately, with the impact of the global financial crisis, economic performance is now weakening, with growth expected to be between 0 and 2 per cent.
  Remittances from abroad, an important source of income and protection against poverty for many poor households are expected to decline from their current level of 14 per cent of GDP
. Stagnation or even possible declines in government revenues, and lower private investment rates are also foreseen consequences of the global crisis.  There is evidence of decreased public revenues in a number of local communities (as evaluated through direct UNDP communications with local authorities) throughout Bosnia and Herzegovina, and the most affected are smaller communities where the business communities are integrated in global value chains (e.g. Olovo, Vares, Fojnica, Cajnice, Novo Gorazde, Gorazde, and others). 
This new challenge comes at a time when BiH continues to struggle with the implications and impacts of three major transitions. While the transition from post-war reconstruction to a long-term development phase is complete, the legacy of the war is still very much a reality and impacts development efforts. For example, many markets for goods produced in BiH were lost due to the wartime upheaval, and many have not yet been recaptured. The transitions from one-party rule to a multiparty democracy and from a mixed market/planned economic system, to a modern market economy are ongoing. 
While there are positive signs that the transition to a modern market economy is making healthy progress, there are still many more suggesting that a greater focus on supporting this transition is required. Since 1995, there have been approximately 102,000 new companies registered in BiH
, most of which have no links to the previous large conglomerates. Over 90 per cent of these businesses are considered small enterprises, meaning that they consist of no more than 10 employees. Many focus on agriculture and food processing, tourism and culture, light to medium metal and plastics industries, new service sectors and wood manufacturing. These enterprises employ one third of the estimated 811,000 (528,000 men; 283,000 women) formally employed workers in BiH. It is assumed that this figure is significantly higher when including those employed informally. Clearly, smaller businesses are important drivers of employment in Bosnia and Herzegovina.  

Capacity deficiencies throughout the BiH business community have resulted in a lack of competitiveness, and underdeveloped quality standardization and lack of organized supply systems have caused an inability to access final markets for private sector actors. These two underlying issues keep the BiH private sector from achieving its full output, employment, and associated poverty reduction potential. Another major consequence of this state of affairs is that BiH continues to struggle with a significant trade deficit (9.6 billion BAM in 2008). An additional dimension of BiH’s weak trade position is the unfavourable quality of the trade flow. The country generally exports low value-added goods and imports high value products.
 The root causes of this poor performance include a lack of knowledge regarding professional business practices, and in particular research and development, innovation and marketing functions, and systematic value-added supply chain shortcomings that inhibit corporate growth and the associated employment generation. 

Therefore, a need exists to improve the capacities of micro, small, and medium-sized enterprises to recapture markets lost as a result of the war, pursue new market opportunities, and adjust to the new economic reality where company sizes have significantly decreased and the importance of the private sector continues to grow. This is consistent with Country Programme Output 2.3.2.: Private sector partners with municipalities to provide framework for economic development components and youth employment opportunities. Additionally, the BiH institutions that are responsible for supporting BiH businesses with accessing new markets require capacity development support as well. Capacity development has been highlighted in UNDP’s Strategic Plan (2008 – 2011) as the organisation’s lasting contribution to development, and will ensure the sustainability of the project’s impact.  

The institutional framework consists of the municipal, cantonal, entity, and state government levels. More specifically, the Conformity Assessment Bodies (BiH Food Safety Agency, BiH Veterinary Office, and BiH Institute for Standards) are responsible for certifying BiH goods for acceptance into international markets and for health safety of products offered to consumers in both local and export markets.   The Export Promotion Agency is mandated to facilitate exports. Currently, there is an ongoing process of assistance to Conformity Assessment Bodies to become accredited to certify many BiH goods for international markets, and most importantly, the European Union.   However, the assistance required is related to a wide range of interventions, from technical support and assistance to both staff and beneficiaries of these institutions, to equipment and materials.  The state Conformity Assessment Bodies have communicated their needs to UNDP, and their willingness to work in partnership. The Export Promotion Agency requires targeted and beneficiary oriented technical assistance to increase its knowledge of small and medium-sized enterprises and supply capacities within the country, and consequently to strengthen its capacity for promoting BiH products abroad.  

Thus, there are three key groups of beneficiaries: micro-producers or self employed individuals, SMEs, and government authorities at the state and municipal levels. In addition to being beneficiaries, the Conformity Assessment Bodies and the Export Promotion Agency will be among UNDP’s implementation partners.

II. Strategy

II.i. Overall aim, alignment with strategic/national priorities, and UNDP’s comparative advantage

The aim of this project is to improve the livelihoods of the people of Bosnia and Herzegovina by producing new value, generating employment and incomes, and sustaining those currently in place. The proposed modality is to support the creation of new value-added chains, and to strengthen those that are currently operating. With the support of BiH authorities, who will receive capacity development assistance, this will enable small and medium-sized enterprises (SMEs) to increase their domestic and   export market shares, production, and employment. Furthermore, it will provide a mechanism through which micro-producers (those that supply the SMEs; e.g. individual farmers) may increase their participation in economic activity. The symbiotic relationship between SMEs and micro-producers will result in increased incomes and employment, and directly reduce poverty. 

Thus, the project’s aim is consistent with Intended UNDAF Social Inclusion Outcome 2.1: Government coordinates, monitors, reports on and revises employment, education,  housing, health, social protection  and cultural policies to be more evidence-based, rights-based and socially inclusive, at least one of the goals of UNDP’s strategic plan: achieving the MDGs and reducing human poverty, UNDP BiH Country Programme Outcome 2.3.: Municipal authorities, with civil society and the private sector enabled to plan and implement inclusive social policies at local level including support to youth employment, and Country Programme Output 2.3.2.: Private sector partners with municipalities to provide framework for economic development components and  youth employment opportunities.     

The Bosnia and Herzegovina Government’s commitment to improving livelihoods by generating and sustaining employment through increased quantity and quality of private sector economic activity is clear. This outcome is noted in all five of the BiH Directorate for Economic Planning’s proposed Country Development Strategy Goals and Priorities for 2008 - 2013: (1) Strengthen macro-economic stability, “Development of entrepreneurship”; (2) Sustainable development, “More efficient utilization of economic and human potentials”; (3) Competitiveness, “Strengthen export industry”; (4) Employment, “Increase employment rate”; and (5) EU Integration, “Successful integration in international trade flows”. In addition, the BiH Directorate for Economic Planning’s Employment and Social Policy component of its proposed Strategy Goals and Priorities for 2008 – 2013 clearly targets [the] “Promotion of participation in employment and access to all assets, services, resources and rights” and [the] “Prevention of social exclusion”, which, by definition, includes economic exclusion. Finally, the project activities are also aligned with the Government’s Export Strategy, adopted in 2008.

UNDP’s comparative advantage in the area of private sector development for employment stems from its commitment to pro-poor economic development, which is a key pillar of sustainable human development, UNDP’s raison d’être. Sustainable human development means that initiatives to redress economic exclusion focus not only on generating sustainable economic growth, but also ensuring that the most vulnerable are able to participate in the gains from increased economic activity, regenerating the environment rather than destroying it, and empowering people rather than marginalising them. It is development that gives priority to the poor, enlarging their choices and opportunities, and providing for their participation in mainstream processes. It is development that is pro-people, pro-nature, pro-jobs, and pro-women. To symbolise all these elements, sustainable human development is divided into four dimensions: poverty; participation; gender; and environment. All of these perspectives are addressed in this project.   UNDP has pioneered the concept of “market linkages for the inclusion of the poor” and has developed specific mechanisms for facilitating this process; the linking of people and the fostering of partnerships has been tested both globally and in BiH, identifying the missing elements in local economies needed for long-term sustainability and poverty reduction. 

II.ii. Approach

The most vulnerable beneficiaries targeted in the Value Chain for Employment (VCE) project are the micro-producers. The economic security profile of many BiH micro-producers and their families is not at all favourable. Many survive on very low incomes from their productive activities. Furthermore, their income streams are not at all stable, with swings in market prices and other shocks (e.g. drought) a constant threat. Many of them operate beyond the pale of the formal economy, thus having no rights to the limited social benefits that exist. They are in a truly precarious position, both in the present and future, and are in need of assistance to improve their livelihoods. 

This project will contribute to bolstering the livelihoods of these micro-producers and their families. However, UNDP recognises that in order to do so, an integrated approach to economic development must be utilised. In the context of tapping into the potential benefits of value chain creation and strengthening, this means engaging the SMEs that require the micro-producers’ output, the local authorities needed to facilitate cooperation and participate as partners, and the state-level authorities needed to facilitate access to domestic and export markets. 

The project’s specific approach is to focus on the following three sub-sector value chains, based upon consultation processes with local stakeholders:

· Fruit production and processing

· Dairy production and processing

· Vegetable production – diversification

The delivery mechanism is a combination of targeted technical assistance aimed at strengthening value chains, delivery of tangible assistance to all beneficeries and partners to the Project, with an emphasis on interlinkages between businesses, input suppliers and authorities for long-term sustainability.

The geographic focus on the wider Sarajevo region provides for effective and efficient delivery of results, considering the proximity of consumer markets and road communications.  Preliminary consultations were held with the municipalities of Vares, Olovo, Breza, Kiseljak, Fojnica, and Visoko.  These municipalities represent a mix of communities with different levels of development and employment, all with significant levels of untapped potential for building up food processing and agricultural value chains as described above.  Other potential areas of interest for the project are the municipalities of eastern Sarajevo and the Drina valley, some of which have already been involved in UNDP’s Upper Drina Regional Development Programme (UDRDP).  The final selection of municipalities will be made during the inception phase of the project on the basis of selection criteria developed by UNDP. The criteria will include potential for agriculture and food processing as well as the expressed readiness of the candidate municipalities to actively participates in the project on a partnership basis.  

II.iii. Strategic orientation

To maximise the poverty-reducing impact that the BiH private sector can have on employment and income generation, BiH businesses must increase their market shares   at home and increase their ability to export abroad.   Their inability to achieve their full potential in this respect is, in large part, due to a lack of knowledge regarding professional business practices, which manifests itself in a lack of competitiveness, and systematic value chain problems. 
The lack of competitiveness stems from insufficient knowledge regarding professional business practices. Although poor marketing skills and product quality pose the most immediate challenges for growth, these issues are not given due recognition by enterprise managers. Only a few Bosnian companies have implemented internationally-recognized quality control systems that enable them to access foreign markets. Producers are often unaware of the standards that exist for accessing these markets and are unsure of how to find relevant information. Processes whereby post-purchase product quality-related issues may be monitored generally do not exist, nor do procedures that would provide for the routine follow-up of identified issues. The result is a poor image of BiH products and brands and correspondingly, low demand for BiH-produced goods. This is true even within the domestic market, where product improvements could open up significant import substitution opportunities.  

Even in those cases where BiH products would be desired, obstacles to producing the right products that reach the right markets abound. The mechanism through which this delivery occurs is called a value-added chain. For example, if a farmer harvests a crop, sells it to a wholesale purchaser, who then re-sells it to a food manufacturer, who produces a final good, and then contracts a distributor to place the product in retail outlets where a consumer makes the final purchase, the value chain mechanism has performed successfully. However, if there are any weaknesses in the chain, or if there are any key components of the chain missing, the value chain breaks down. Furthermore, along most steps of a supply chain, value of some sort is added to the product. For example, if a food manufacturer turns fruit into jams or juice , value has been added. The process of adding value to a product along a value chain is very important. It means that the right product can be tailor-made to satisfy the existing market demand. It also means that a higher price can be charged for the product, higher profits can be made, and more people can be employed. Thus, properly functioning value-added chains are extremely important for private sector development, and for the inclusion of small producers.  
II.iv. Project justification 

Engaging the private sector in order to achieve development goals is an emerging priority for UNDP, and is a modality through which some of Bosnia and Herzegovina’s most significant economic and development challenges can be addressed. 

This project will focus on the agriculture/food industry. It has been designed to assist SMEs, and by extension, their individual micro-producer suppliers with accessing and succeeding in new markets by creating and strengthening value chains. This sector is labour intensive, with SMEs requiring new workers to increase production and many micro-producers to accommodate their supply requirements.  Additionally, the products of this sector represent essential goods that are currently being imported at the level of approximately 70% of all food products related needs in BiH. Furthermore, this sector accounts for 15% of the country’s trade deficit (source: MoFTER Export Analyses, 2008).  Usually, local communities, where poverty is most evident and where business infrastructure is underdeveloped, have characteristics of rural areas, with high but under-developed and under-utilised potential in agriculture and food processing.  This provides the basis for a significant impact on employment and incomes.   
 Where feasible, possibilities will also be explored for incorporating businesses in other sectors that cut across this industry, in the interest of generating further employment. For example, the catering and tourism sectors can be neatly absorbed into the value chains since those sectors rely on inputs from the agriculture/food industry.
The value-added supply chain modality has been selected for several reasons. First and foremost, it provides a mechanism through which poor micro-producers may participate in the gains from economic growth, and take a first, important step towards full inclusion in the formal economy. Second, it requires capacity development of SMEs, a segment of the economy with demonstrated success globally in generating and sustaining employment. Third, it requires capacity development of BiH institutions, consistent with a key UNDP strategic priority and an important aspect of making sustainable development contributions. Fourth, it represents a logical, relatively transparent mechanism through which businesses can grow, which is a benefit to those businesspeople, such as women, who do not have equal access to the current power structure, wherein business decisions are often made based on relationships, rather than efficiency. Fifth, a successful value-added supply chain development initiative can act as a demonstration project to be replicated elsewhere in the country and in other sectors. Sixth, it facilitates dialogue and idea generation among BiH businesspeople, an important component of the innovation process. Seventh, it drives BiH SMEs to become more competitive and gives them the opportunity to access markets that would otherwise be unavailable. Eighth, stronger value-chains would enable BiH businesses to increase exports and capture larger portions of the domestic market through import substitution production.  

Finally, stronger value-chains would contribute to Bosnia and Herzegovina’s EU accession aspirations.  The Government is a signatory of both CEFTA (Central European Free Trade Agreement) and the European Union Stabilization and Association Agreement - EUSAA (June 2008), both of which underscore the country’s understanding of the crucial need to boost business and trade. Furthermore, the Interim Agreement on Trade and Trade-related Issues requires BiH to develop a functioning market economy to compete with market forces in the EU. Therefore, it is of vital importance for the country to support the development of micro, small, and medium-sized enterprises (MSME) in order for them to be able to take full advantage of trade agreements and achieve full access to regional and EU markets.

The catalyst – the Project activities – that consist of targeted interventions, are what is needed to initiate a positive “domino” effect.  An appropriate Public Relations and Communication Strategy, to be developed in detail in the inception phase, will contribute to changing perceptions generally prevailing in the country of agro and food industry being “profit unattractive with low value added”.   
II.v. Cross-cutting issues

As with all UNDP projects attention has been paid to gender and environment issues during the design of the VCE. 

Mainstreaming a gender perspective is a complex process, which includes gender analysis, assessment, policy and strategy setting, evaluation, and monitoring of any planned action in the area, at all levels. It is not a goal in itself but a process for making women’s and men’s concerns and experiences an integral part of policies and projects in all political, economic, and societal spheres, so that women and men benefit equally and have the same pre-conditions for taking advantage of market opportunities. Thus, gender equality is not considered to be an issue for social policy only. It also applies to other types of intervention, including poverty alleviation, private sector development, the promotion of human rights and good governance, and trade. This means that each development intervention must incorporate a gender-sensitive perspective. 
In recognition of the relatively greater economic exclusion faced by women, as outlined in the situation analysis, this project has been designed to incorporate a gender perspective from the beginning of activities. The extent to which SMEs show a commitment (both current and future) to working with female-led micro-producers will be a contributing factor to their selection as beneficiaries.  Furthermore, at the project’s business networking events, businesswomen will have an opportunity to join a sub-network to encourage business idea generation, solidarity, and support.  Gender equality will be promoted by the Project Team, in direct contact with the project’s beneficiaries, and in communication to media. UNDP’s in-house expertise will be engaged to provide gender awareness workshops in municipalities where the project will be implemented.
Bosnia and Herzegovina is endowed with abundant natural resources, including forests, water, and minerals. The natural resource base could be a foundation of economic growth, however, with low awareness of linkages between environment and development, there is limited action. 

Environmental management, protection, and service delivery in Bosnia and Herzegovina has been largely overshadowed by more pressing and immediate post-conflict priorities. It is, however, vital to sustainable economic development and to the long-term success of poverty reduction to integrate environmental planning into business development, which will in the mid to long term contribute to the sustainability of employment and better quality of life.  Responsible environmental practices reflect on the quality of SME products.  Thus, the project will aim to assist its beneficiaries with gaining knowledge on environmental protection, and applying sound practices in production and processing. 
II.vi. Project specifics

A value-added supply chain is only as strong as its weakest link. If state-level authorities do not receive the required capacity development, export markets cannot be reached. If SMEs cannot satisfy certification requirements, they will not be able to increase production and sales, and hire more workers. If new business initiatives are not undertaken, important growth and employment outcomes cannot be achieved. Without SME output growth, they will not increase their input demands. If there is no increase in input demand, which is supplied by the micro-producers, members of this vulnerable group will experience neither increased incomes nor poverty reduction, and the exercise will be a failure. Thus, the three categories of activities have been selected to address all of these levels.  

In order to create new value chains and to strengthen existing chains, various activities are required. A “zero” activity will be performed during an inception phase, which will take three months from the time the project is operational.  In the interest of time efficiency and delivery, in-house capacities will be utilised until the project is fully staffed.  This activity is considered to be a mechanism that will set a basis for the implementation of the project within the implementation time frame. It will comprise of: 
- definition of criteria, second round of meetings, and final selection of municipalities;

-SME mapping in the wider Sarajevo region involved in food-processing and SME beneficiaries selection;

 -final selection and definition of mutual responsibilities with key state institutions; and finally, 

- the selection and definition of mutual responsibilities with the local authorities
- preparation of PR and Communication plan.   

The activities to be implemented within the duration of the project fall into three categories, each an integral component of the overall intervention. The three categories are also aligned with the following three key stakeholder groups: small and medium-sized enterprises, government institutions/authorities, and individual entrepreneurs or micro-producers. The categories and their respective planned activities are as follows: 
1.0. Improving the competitiveness and market penetration of SMEs for sustainable employment

Planned sub-activities:



1.1. Market Demand analyses 


1.2. Quality   Management and Marketing  


1.3. Introduction of responsible business practices for development 
2.0. Strengthening capacities of state-level authorities to support SMEs 


Planned sub-activities:



2.1. Strengthening capacities of the Conformity Assessment Institutions 
        to support SME Development


2.2. Engaging with the Export Promotion Agency to support SME’s
3.0. Support to increase of inclusive entrepreneurial activity

Planned sub-activities:



3.1.  Strengthening small producers - participants in VCE


3.2. PPP value-chain strengthening project

The project will support a minimum of three value chains which will integrate approximately 15 SMEs and 50 micro enterprises from the selected municipalities in the Greater Sarajevo Region. Where possible, the value-chains will be linked into existing networks in larger centres where scientific and consumer activities are concentrated. Thus, the companies will be in a position to benefit from the research and development technology opportunities available, as well as to build better business links with larger companies/buyers. Potential opportunities for public-private-partnerships with participating municipalities will be explored, supported, and implemented. The strategic priorities of this proposal have been developed taking into consideration findings from previously completed studies such as the EU RED I, USAID LAMP and USAID CCA projects.  Existing research will be utilised for tailoring technical assistance to individual SME’s and micro producers.  Initial consultations were made with both the European Commission Delegation to BiH and USAID Mission to BiH; cooperation was agreed, ranging from an exchange of information on intended future activities to synergising efforts.  The lessons learned from this project are expected to feed into the policy frameworks of the participating municipalities, and will be made available to other municipalities throughout the country.   
III. Results and Resources Framework

 [image: image2.emf]I.                  Results and Resources Framework  for UNDP VCE wider Sarajevo region BiH Project

in USD (0.66 to EUR)  

INDICATIVE ACTIVITIES ACTIVITY TARGETS FOR (YEARS) SUB-ACTIVITIES RESPONSIBLE 

PARTIES

Activity 1 Year 1: 

1.1.Market Demand Analyses

202,400

1. Market demand for food products analysed 

1..2.Quality Management and Marketing

2.

 

Number of  SME’s have redesigned products Product redesign

71600 Travel (incl. workshops travel and DSA) 10,000

Marketing strategies and plans

71400 Staff National ServContr. (Market 

Specialist, CSR expert)

88,480

Baseline: 

          Customer’s satisfaction research

71300 National Experts (QA) 20,000

          Internal quality consistency manuals

72800 IT equipment 13,200

14,000

-examine financial gross balances

-number of employees

-number of suppliers

 Year 2

           CSR workshops on ISO 26000

   

           Cost benefit analyses for local sourcing

Indicators:

3.

 

Sales increase among participating SMEs

4. Number of new customers reached  

3.

 

Jobs sustained

4.

 

Change in sales

TOTAL ACTIVITY 1: (USD) 348,080

Intended Outcome as stated in the Country Programme Results and Resource Framework: 

Outcome 2.3: Municipal authorities, with civil society and the private sector enabled to plan and implement inclusive social policies at local level including support to youth employment

Project title and ID (ATLAS Award ID):  BIH10/00057201 - Value Chains for Employment

INPUTS (in USD)

Outcome indicators as stated in the Country Programme Results and Resources Framework, including baseline and targets:# of municipalities in which authorities and CSOs practice effective human rights and gender sensitive

budgeting & project cycle management

Applicable Key Result Area (from 2008-11 Strategic Plan): 2008-11 Strategic Plan: Poverty reduction

- Relevant national Millennium Development Goals: MDG 1: Poverty reduction and MDG 8: Partnerships for Development



Expected Results: 250 - 450 jobs created/sustained

3.

 

Number of SME’s have identified and established 

communications with local vendors

2.

 

Number of SME’s have adopted internal quality 

consistency procedures and manuals

Baseline: To be determined in the  SME mapping 

exercise, and specifically:

2.

 

Strategies developed for increased 

participation of local vendors

5. 

Knowledge change regarding corporate social 

responsibility (CSR) ISO 26000

4.

 

SME’s in the region introduced and started 

applying CSR practices  

Partnership Strategy: The key partners are those with a mandate to support value chain development processes in Bosnia and Herzegovina. These include the BiH Export Promotion Agency, BiH Conformity Assessment Bodies, the 

responsible entity ministries, and municipal governments. 

1.3.Introduction of Responsible Business practices for 

development

UNDP

Improving the competitiveness and market 

penetration of SMEs  for sustainable 

employment

Intended Output (Project ID): BIH10/00070578 - Value Chains for Employment strengthened and livelihoods improved

1.

  

Number of SME’s received information on EU 

standards from Institute for Standardization

1.

 

Knowledge gain on the specific sub-sector for 

decision makers and companies

72100 Subcontract companies (Market Demand 

analysis, Product re-design, Workshop)

74200 Audio Visual Printing production costs/PR
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PARTIES

INPUTS (in USD)


[image: image4.emf]Activity 2 Year 1:    UNDP 69,520

89,000

Baseline:

72200 Equipment  for CA institutions 300,000

103,020

71300 National Experts (TA to EPA) 4,000

22,500

Indicators: 

Year 2: 

TOTAL ACTIVITY 2: (USD) 588,040

2. Conformity Assessment Institutions disagned one 

joint manual for food industry SME's with 

information on standards

2.1. Strengthening capacities of the Conformity 

Assessment Institutions to support SME Development



        Technical assistance to enable conformity 

assessment to progress towards International 

Strenghtening the capacities of state-level 

authorities to support SMEs

State level authorities do not have sufficient 

capacities to engage and/or support quality 

certification and health conformity of SME's 

1. Conformity Assesment Institutions held two 

events with SME's in the region to extend knowledge 

on standardization

3. Conformity Assesment Institutions received TA for 

the 3 working groups regulation changes

4. Export Promotion Agency engaged with 10 SME's 

on education on export requirments

5. Export Promotion Agency organized 2 Study trip 

with representatives of SME's from the region

       Study trips with selected SME's - potential exporters

1. Conformity Assesment Institutions technically 

better equipped (equipment specific) to support 

SME certification

2. Conformity Assessment Institutions participated in 

study trip to increase knowledge gain

3. Information, knowledge products on CAI's work, 

disseminated to business, donors, and governments

1. Change in capacities of Conformity Assessment 

Bodies (CABs)                                             

2. Progress towards the achievement of  the EU 

legislative requirements by three Conformity 

Assessment Institutions

3. Changes in number of SMEs familiar with 

functions of, and asking for assistance from 

Conformity Assessment Institutions

4. Institute for Standardization recognized among 

SMEs as key State Agency for quality consistency 

standardization.  

5. BiH Export Promotion Agency better able to 

market and promote BiH products abroad

74200 Printing (knowledge products - CAI 

material)

        Assistance in equipment to improve delivery to 

SME's for Veterinary and Food Safety Agencies

2.2. Engaging with the Export Promotion Agency to 

support SME’s

       Technical assistance to support linkages between BIH 

EPA and SME's in the sector, in the region

71400 Staff National (Standards and Certification 

coordinator)

72100 Contractual Services (TA for acreditation, 

Educational workshop)

71600 Travel and DSA (study trips, CAI staff 

workshop, Promotional trips)
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[image: image6.emf]Activity 3: Year 1:  107,440

71200 Sub-contract companies - PPP events

15,000

150,000

Baseline: 

       technical assistance

72200 Equipment for PPP 60,000

       match making events 135,000

72100 Sub-contract match making events 22,500

       education on certification and organic production 71600 Travel and DSA (MM events) 45,000

26,500

3.2. PPP Project

Indicators: 

5. 1 Pilot PPP project identified and developed

Year 2:         refurbishment of facility

1. pilot project operational        commercial arrangements

       information dissemination

5. number of new jobs created

5. additional 10 sales contract developed

TOTAL ACTIVITY 3: (USD) 561,440

Activity 4:   240,523

73100 Office accomodation and utilites 55,000

72100 Final Project evaluation 13,750

71600 Travel, DSA's drivers and vehicles 26,600

74200 AV production, printing, translation, PR 16,000

74500 Miscellanious (bank charges, office 

supplies)

4,400

 

TOTAL ACTIVITY 4: (USD) 356,273

TOTAL PROJECT COST (USD) 1,853,833

                  129,768 

TOTAL BUDGET 1,983,601

 

4. Change in knowledge on business practices 

among small producers

6. number of families benefited from PPP Project

Project management

General Management Support (7%)

Support to increase of inclusive 

Entrepreneurial activity

72100 Sub-contract companies (FS, BP, Organic 

certifications)

74200 Audio Visual printing production costs 

(info pacs)

71400 National Staff - Project Management and 

Project Support

3. 1 pilot project identified and business plan 

developed

UNDP

3.1. Strengthening small producers - participants in VCE

71400 Staff National (Legal expert, Business 

development coordinator)

72100 Sub-contract companies -PPP 

refurbishment

low level of business planning knowledge among 

self-employed

low level of knowledge on organic farming 

requirements among producers

1. change in number of opportunities for 

business to discuss potential partnerships/joint 

venture ideas                                        

UNDP

2. New Joint ventures and/or partnerships 

created and operating         

3. demonstration of value chain diversification 

through PPP project

Instances of systematic networking between 

businesses from different communities within the 

region are infrequent

1. new sales contracts established as result of match 

making conference (minimum 5) contacts 

established between 

2. no of potential partnerships designed between 

SMEs and indvidual producers

4. minimum 10 small producers received technical 

assistance in terms of business planning, access to 

finance, and organic production

2. minimum 20 households directly benefit from PPP 

Project improving their household revenues  

3. 5 joint ventures plans developed for small 

producers and lead SME's 

4. information disseminated on cooperatives, 

distribution locations, and farmers active in sub 

sectors to wide number of buyers, through Int. EPA

6. additional 10 small producers received specific TA

       reaching markets - assistance in business linkages to 

end consumer

       identification of the best location and development 

of business plan with municipality and/or private sector 

company from food industry


IV. Annual Work Plan 

Year1: 1 June 2009 - 1 June 2010
	EXPECTED OUTPUT: Value Chains for Employment strengthened and livelihoods improved
PLANNED ACTIVITIES                                    Sub-activities
	TIMEFRAME
	RESPONSIBLE PARTIES
	PLANNED BUDGET

	
	Q1

JJA 
	Q2

SON 
	Q3
DJF 
	Q4
MAM 
	
	Funding Source
	Budget Description
	Amount

Total per 

sub-activity  

	Activity 1

Improving the competitiveness and market penetration of SMEs  for sustainable employment

Baseline: 

Baseline: To be determined in the  SME mapping exercise 

Indicators:

1. Knowledge gain on the specific sub-sector for decision makers and companies

2. Strategies developed for increased participation of local vendors

3. Change in sales

4. Knowledge change regarding corporate social responsibility (CSR) ISO 26000

	Activity 1.1

Market Demand analysed
	
	
	
	
	UNDP
	
	Contractual services – Companies and individuals

Publication costs

Recruitment process

Office equipment

Field travel

	USD 128,960

	
	· SME mapping

· Project staff recruitment

· Preparation of TOR in   for demand analyses

· Procurement of services.
· Market demand research conducted 

· First knowledge product  published


	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	· 
	
	
	
	
	
	
	
	

	
	Activity 1.2

Quality Management and Marketing 


	
	
	
	
	UNDP
	
	Contractual services – Companies and individuals 
Trainings / capacity development


	USD 111,960

	
	· Procurement of services for product redesign.

· Marketing improvements and quality monitoring  TA procurement of services and implementation
	
	
	
	
	
	
	
	

	
	· 
	
	
	
	
	
	
	
	

	
	Activity 1.3 

Support to increase of inclusive Entrepreneurial activity
	
	
	
	
	
	
	
	

	
	· CSR (ISO26000) introduction 
	
	
	
	
	
	
	Training / capacity development

 individuals


	USD 29,360

	
	· Local vendor sourcing TA
	
	
	
	
	
	
	
	


	PLANNED ACTIVITIES                                    Sub-activities
	TIMEFRAME
	RESPONSIBLE PARTIES
	PLANNED BUDGET

	
	Q1

JJA 
	Q2

SON 
	Q3

DJF 
	Q4

MAM 
	
	Funding Source
	Budget Description
	Amount

	Activity 2

Capacities of state-level authorities to support SMEs strengthened

Baseline:
State level authorities do not have 
sufficient capacities to engage and/or support quality certification and health conformity of SME's 

 

Indicators: 
1. Change in capacities of Conformity 

Assessment Bodies (CABs)                                             

2. Progress towards the achievement 
of  the EU legislative requirements by 
three Conformity Assessment Institutions

3. Changes in number of SMEs familiar 

with functions of, and asking for assistance

 from  Conformity Assessment Institutions


	Activity 2.1

Conformity Assessment Institutions’ capacities improved
	
	
	
	
	UNDP
	
	Contractual services – Individuals

Provision of equipment

1 Study trip
2 Teaching workshops for SMEs

3 Support to working groups of State Conformity Institutions
	USD 402,030

	
	· Definition of TA-consultative process
	
	
	
	
	
	
	
	

	
	· Preparation of TORs
	
	
	
	
	
	
	
	

	
	· Procurement of services and goods.
	
	
	
	
	
	
	
	

	
	· Delivery of equipment
	
	
	
	
	
	
	
	

	
	· Provision of TA
	
	
	
	
	
	
	
	

	
	· Study trip
	
	
	
	
	
	
	
	

	
	· Workshops
	
	
	
	
	
	
	
	

	
	· Printing and PR.
	
	
	
	
	
	
	
	

	
	Activity 2.2

Export Promotion Agency’s capacities improved
	
	
	
	
	UNDP
	
	Promotional trips
Study trip
	USD 45,310

	
	· Preparation of TORs.
	
	
	
	
	
	
	
	

	
	· Procurement of services.
	
	
	
	
	
	
	
	

	
	· Provision of TA
	
	
	
	
	
	
	
	

	
	· Promotional trips
	
	
	
	
	
	
	
	

	
	· Study trips
	
	
	
	
	
	
	
	

	
	
	

	
	
	

	
	

	PLANNED ACTIVITIES                                    Sub-activities
	TIMEFRAME
	RESPONSIBLE PARTIES
	PLANNED BUDGET

	
	Q1

JJA 
	Q2

SON 
	Q3

DJF 
	Q4

MAM 
	
	Funding Source
	Budget Description
	Amount

	Activity 3

Inclusive entrepreneurial activity increased

Baseline: Instances of systematic networking between businesses from different communities are infrequent

Indicators:

1. Change in the number of opportunities for businesses to discuss potential partnership/joint venture ideas

2. New joint ventures and/or partnerships identified
3. Demonstration of value chain diversification 
	Activity 3.1

Strengthening small producers - participants in VCE
	
	
	
	
	UNDP
	
	Conferences

Contractual services – Individuals
	USD 172,440

	
	· Match making events
	
	
	
	
	
	
	
	

	
	Research and feasibility studies
	
	
	
	
	
	
	
	

	
	· Definition of TA


	
	
	
	
	
	
	
	

	
	· Preparation of TORs
	
	
	
	
	
	
	
	

	
	· Provision of TA
	
	
	
	
	
	
	
	

	
	Activity 3.2

PPP Project implemented to strengthen value chain 


	
	
	
	
	UNDP
	
	Research

Public-private-partnership project
	USD 185,600

	
	· Research and feasibility studies


	
	
	
	
	
	
	
	

	
	· Development of project plan 


	
	
	
	
	
	
	
	

	
	· Project implementation 


	
	
	
	
	
	
	
	

	
	
	

	
	
	

	
	


V. Management Arrangements

VCE project will be implemented by UNDP BiH utilizing the Direct Implementation modality (DIM). To ensure transparency and efficiency in executing DIM projects, UNDP country offices will make full use of existing mechanisms for project management and accountability. The establishment of coordination and consultation mechanisms with the participation of stakeholders in the different roles is a vital aid to transparent decision-making. 

Project management responsibilities will be distributed according to the following division of work: Project Board, Project Assurance, Project Manager, and Administrative Support Services. UNDP BiH will take full responsibility for the achievement of immediate objectives as well as for the administration of financial and human resources.

The management of allocated funds will be carried out in accordance with the UNDP Programme and Operations Policy and Procedures, based on a three-year work plan (2009-11) with a detailed budget. UNDP BiH will be responsible for managing and reporting back to donors on the resources allocated to the work plan. The management structure of the programme will be as follows: 

 SHAPE 



Project Board

The Project Board is the group responsible for making by consensus, management decisions for a project when guidance is required by the Project Manager, including recommendation for UNDP/Implementing Partner approval of project plans and revisions. In order to ensure UNDP’s ultimate accountability, Project Board decisions should be made in accordance to standards that shall ensure management for development results, best value money, fairness, integrity, transparency and effective international competition. In case a consensus cannot be reached within the Board, final decision shall rest with the UNDP Programme Officer. In addition, the Project Board plays a critical role in UNDP commissioned project evaluations by quality assuring the evaluation process and products, and using evaluations for performance improvement, accountability and learning. Project reviews by this group are made at designated decision points during the running of the project, or as necessary when raised by the Project Manager. This group is consulted by the Project Manager for decisions when Project Manager's tolerances (normally in terms of time and budget) have been exceeded (flexibility). Based on the approved annual work plan (AWP), the Project Board may review and approve project quarterly plans when required and authorizes any major deviation from these agreed quarterly plans. It is the authority that signs off the completion of each quarterly plan as well as authorizes the start of the next quarterly plan. It ensures that required resources are committed and arbitrates on any conflicts within the project or negotiates a solution to any problems between the projects and external bodies. In addition, it approves the appointment and responsibilities of the Project Manager and any delegation of its Project Assurance responsibilities. 

The Project Board will consist of the following roles:

· Executive, representing project ownership, and acting as chair of the board, in this case, the UNDP Resident Representative or Deputy Resident Representative or Assistant Resident Representative;

· Senior Supplier, to provide services for implementation of the programme, in this case UNDP;

· Senior User, to ensure the realization of project benefits, in this case, Ministry of Foreign Trade and Economic Relations (MoFTER).
Project Assurance

Project Assurance is the responsibility of each Project Board member; however the role can be delegated. The project assurance role supports the Project Board by carrying out objective and independent project oversight and monitoring functions. This role ensures appropriate project management milestones are managed and completed. Project Assurance has to be independent of the Project Manager; therefore, the Project Board cannot delegate any of its assurance responsibilities to the Project Manager. The role of Project Assurance will be performed by the UNDP Programme Officer. 

Project Management

In line with standard practice, the Project will be guided and supported from the UNDP BiH and Social Inclusion Cluster. The Project Manager will have the responsibility to oversee project implementation on a day-to-day basis on behalf of the Project Board. S/he will be responsible for day-to-day management and will ensure that the project produces the results specified, to the required corporate standards and within the constraints of time and cost. S/he will coordinate with and report to the Programme Analyst and the UNDP BiH DRR/ARR, and will consult with the Project Board. 

VI. Monitoring Framework And Evaluation

Regular reporting will be provided to the Project Board by the project manger in line with PRINCE II management methodology. The Project Board will monitor the project’s progress in meeting set targets.  

UNDP introduced results-based management as its corporate management approach, so that performance at the level of development goals and outcomes is systematically measured and improved. In that sense, monitoring and evaluation are key factors in helping improve performance and achieve results. Monitoring and evaluation will be performed through the analysis of the results-based quantitative and qualitative indicators outlined in the Programme’s expected results framework and the budget allocation table. 

The purpose of monitoring of the VCE is to ensure the systematic assessment of the performance and progress of activities in the achievement of outputs. For that reason, VCE staff will document achievements through semi-annual progress reports and field visits. The activity work plan defines key indicators for the progress of each activity. Using this plan as a starting point, the Project Manager and her/his staff will define key milestones and a monitoring plan for joint field visits. The purpose of field visits is to validate the reported results. It will be the responsibility of the Project Manager to prepare semi-annual reports. The semi-annual report should be brief and contain the basic minimum elements required for the assessment of results and major problems, as well as propose actions. These elements include:

· An analysis of the Project’s performance over the reporting period, including deliverables produced, and, where possible, information on the status of the output;

· Constraints affecting progress towards results and reasons for the constraints;

· Lessons learned; and

· Clear recommendations for the future approach to addressing the main problems contributing to lack of progress.

The Project Board, consisting of the Senior Beneficiary, the Executive, and the Senior Supplier will conduct semi-annual reviews. The Programme Officer, in the role of Programme Assurance, will present the group with the findings of independent oversight and monitoring during the previous reporting period. The Project Board will then discuss with the Project Manager actions to be taken during the next review period to ensure achievement of the expected results.

In evaluating the project, UNDP will look at the efficiency, effectiveness, sustainability, and relevance of the project objectives.  Compiling qualitative results is an important reflective exercise for UNDP projects, to improve delivery quality. This analysis ensures that quantitative results and achievements based on practical experience are not forgotten, as well as that we build upon what we have learned, replicate successful initiatives, and avoid repeating mistakes. Given the relatively short lifespan of the project, an external evaluation will not be conducted.   

The General Agreement between the Netherlands Minister for Development Cooperation and the United Nations Development Programme, Paragraph 7, will provide the basis for reporting obligations towards the Kingdom of the Netherlands. 

VII. 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 Bosnia-Herzegovina and the United Nations Development Programme, signed by the parties on 7 December 1995. The host country implementing agency shall, for the purpose of the Standard Basic Assistance Agreement, refer to the government co-operating agency described in that Agreement.

The following types of revisions may be made to this project document with the signature of the UNDP Resident Representative only, provided s/he is assured that the other signatories of the project document have no objections to the proposed changes:

(a) Revisions in, or addition of, any of the annexes of the project document;

(b) Revisions which do not involve significant changes in the immediate objectives, outputs, or activities of a project, but are caused by the rearrangement of inputs already agreed to or by cost increases due to inflation; and 

(c) Mandatory annual revisions which re-phase the delivery of agreed project inputs or increased expert or other costs due to inflation or take into account agency expenditure flexibility.

VIII. Quality Management for Project Sub-activity Results

	Activity 1:    Improving SME competitiveness and market penetration for sustainable employment

	Sub-activity 

result 1.1
(Atlas Activity ID)
	Market demand analysed for SME products locally and in two selected neighbouring countries
	Start Date: June 2009
End Date:  September 2009

	Purpose


	Provide agriculture and food industry sector, as well as relevant Ministries, Agencies, and local authorities, with analyses of demand for food products in BiH, and two targeted external markets. .
 

	Description


	The Market Demand analyses will be conducted by external sub-contractor, specialized in the field of market research, and it will be based upon specific Terms of Reference developed by UNDP in cooperation with the local authorities. 

The targeted product categories of research will be:  
Locally  produced Fruits and added value products  (plums, apples and berry fruits) 

Locally produced milk products  

Vegetables (select locally grown products)

The Market Demand Analyses will also be a necessary tool for the development of three associated value chains.

	Quality Criteria

how/with what indicators the quality of the activity result  will be measured?
	Quality Method

Means of verification. what method will be used to determine if quality criteria has been met?
	Date of Assessment

When will the assessment of quality be performed?

	Extent to which the sub-contractor completely and correctly collected (min. 90% of ToR specified fulfilled) information requested
	· Number of respondents interviewed
· Quality of sample (size, types, etc)

· Rendom spot checks by UNDP Project staff member responsible for the activity
	Immediately following finalisation of Market Demand Analyses



	Activity 1:  Improving SME competitiveness and market penetration for sustainable employment

	Sub-activity 

result 1.2
(Atlas Activity ID)
	Quality Marketing and Management improved
	Start Date: June 2009
End Date:  March 2011

	Purpose


	The purpose of this sub-activity is to contribute to the Increased competitiveness of SMEs, which will in turn result with increased sales opportunities, sustainability and employment.


	Description


	The Project will provide specific technical assistance to improve product design, quality  and  develop internal management systems for  quality consistency.


	Quality Criteria

how/with what indicators the quality of the activity result  will be measured?
	Quality Method

Means of verification. what method will be used to determine if quality criteria has been met?
	Date of Assessment

When will the assessment of quality be performed?

	Changes in Sales performance

 
	-Analysis of sales (gross balance from accounting, chart of buyers)
-Visits to suppliers to examine conditions of production

-Analyses of sourcing from input suppliers (gross balance from accounting, chart of suppliers)
	 every six months throughout the project implementation cycle

	Changes in consumer’s perception
	-Interviews with sample of consumers at the beginning of the TA for specific SME product, and at the end of the implementation;
-Changes in sales


	every six months throughout the project implementation cycle 


	Activity 1:    Improving SME competitiveness and market penetration for sustainable employment

	Sub-activity 

result 1.3

(Atlas Activity ID)
	Responsible business practices for  development introduced and integrated within Value chains

	Start Date: September 2009
End Date:   March 2011

	Purpose


	Support to Inclusive Value chains.

	Description


	Demonstrate and motivate to local SME’s to buy from local suppliers, invest in local economy and integrate CSR into their business practices  



	Quality Criteria

how/with what indicators the quality of the activity result  will be measured?
	Quality Method

Means of verification. what method will be used to determine if quality criteria has been met?
	Date of Assessment

When will the assessment of quality be performed?

	Purchasing from local sources
	-number of cost benefit analyses produced

-local sources/ potential suppliers identified by SME’s

-Analysis of purchases (accounting information – suppliers)
	every six month after the implementation start date

	Introduction of new procedures to comply with ISO 26000
	Random spot checks of employees status, number, and working conditions 
	every six month after the implementation start date

	

	Activity 2: Strengthening of the capacities of state-level authorities to support SMEs

	Sub-activity 

result 2.1
(Atlas Activity ID)
	Conformity Assessment Institutions’ technical capacities improved
	Start Date: June 2009
End Date:   March 2011

	Purpose


	Increase the capacity and recognition of BiH State Veterinary Office, Food Safety Agency and Institute for Standardization  as institutions that support private sector development and guarantee safety and conformity and compliance of food industry  products to international standards.  This sub-activity is designed to, besides its purpose, create link and sustainability in the food value chains in BiH.

	Description


	Two delivery methodologies will be applied in the implementation of this sub-activity, and based upon the consultation process with the State Conformity Institutions described above, and in accordance with    European Union requirements for accreditation: 

· Provision of technical assistance

· Provision of equipment 
.  


	Quality Criteria

how/with what indicators the quality of the activity result  will be measured?
	Quality Method

Means of verification. what method will be used to determine if quality criteria has been met?
	Date of Assessment

When will the assessment of quality be performed?

	-Sample Operating procedures developed for quality consistency within the food processing sector
Technical abilities to assess the conformity of products to EU standards increased 


	-Partner Institution’s feedback
-SME in the region feedback


	1 six months after the start of implementation

2. eighteen months after the start of implementation


	Activity 2: Strengthening of the capacities of state-level authorities to support SMEs

	Sub-activity 

result 2.2
(Atlas Activity ID)
	Export Promotion Agency technical capabilities and business outreach improved
	Start Date: June 2009
End Date:  March 2011

	Purpose


	Improve the Export Promotion Agency’s ability to promote BiH products in export markets.



	Description


	Technical assistance
- facts based knowledge gain

 - study tours with SME’s and twinning with minimum one EPA outside of BiH
Export Promotin Agency (EPA) has been established recently.  The Agency will increasingly assume the role of key institution for promotion of BiH enterprises towards external markets.  Currently, its business outreach is limited to larger companies who either already export or are potential exporters.  The smaller companies and/or self-employed producers don’t have the export potential at this time.  However, with strengthened value chains and consolidation of offer in volume and quality, these enterprises will eventually become the next generation of exporters, those that create new value, and new employment.

It is the aim of the project to, through this activity; provide tailored assistance to Export Promotion Agency, based upon the needs assessment, and to engage this agency with next generation of exporters identified jointly through this project.  The objective of educational/promotional trips, which may also be in the form of participation to international fairs, is to provide learning opportunities for small and medium size enterprises (presentations, expectations, new products, and similar). Moreover, they will establish early cooperation with and recognition of the Export Promotion Agency among the business community in BiH. The destinations, number of participants, and selection criteria, will be developed in cooperation with the Export Promotion Agency during the Inception phase.

	Quality Criteria

how/with what indicators the quality of the activity result  will be measured?
	Quality Method

Means of verification. what method will be used to determine if quality criteria has been met?
	Date of Assessment

When will the assessment of quality be performed?

	Quality of technical assistance and learning during study trip. 
	Feedback from beneficiary
	Periodically, after each specific action completion.  


	Activity 3: Support to increase of inclusive entrepreneurial activity

	Sub-activity 

result 3.1
(Atlas Activity ID)
	Supporting BiH business networking and
identifying and  facilitating    joint ventures and partnership opportunities


	Start Date: June 2009
End Date:  March 2011

	Purpose


	Increasing entrepreneurial activity  for micro producers  in the wider Sarajevo region through the support to business linkages and new business initiatives implementation.
The purpose  of this sub-activity is to:

- foster communication and increase awareness of local sourcing opportunities through business networking;

- identify , facilitate, and technically support possibilities for inclusion of small producers into value chains with SME processors

- and to incentivise agriculture producers through symbolic contributions in seedling materials or small equipment as means of support ot increased viability of small producers. 

	Description


	The Project will identify individual producers in selected value chains, and those interested to start producing, and will consequently organize business outreach events where food processing companies and government authorities would meet with individual producers and municipal authorities.  Furthermore, business opportunities will be identified and technical assistance provided to develop feasibility studies and business plans.  The process will be additionally supported through targeted and competitive allocation of materials for increased production capabilities. 

	Quality Criteria

how/with what indicators the quality of the activity result  will be measured?
	Quality Method

Means of verification. what method will be used to determine if quality criteria has been met?
	Date of Assessment

When will the assessment of quality be performed?

	Min. 5 to maximum 15  new ventures created
	Count of new ventures created
	Final quarter of project


	Activity 3: Support to increase of inclusive entrepreneurial activity

	Sub-activity 

result 3.2

(Atlas Activity ID)
	Public Private Project implemented to strengthen value chain
	Start Date: November 2009
End Date:    March 2011

	Purpose


	Improve the systemic strength of  a value chain and show case how citizens, authorities, and private sector can support development through joint initiative

	Description


	The creation of a Public-Private-Partnership initiative to be selected not more than six months after the project’s initiation that will strengthen a specific value chain will be supported.  

	Quality Criteria

how/with what indicators the quality of the activity result  will be measured?
	Quality Method

Means of verification. what method will be used to determine if quality criteria has been met?
	Date of Assessment

When will the assessment of quality be performed?

	Increased sustainability of household micro businesses affiliated to the project
Increased added value to agriculture products 
	The Baseline will be established at the beginning of the project using carefully designed questionnaire and interview methods; Changes will be measured at the end of project for: number of buyers, quantities produced, and new products.
	Final quarter of project. 


IX. Annex A – Activity Description
	Activity Name: 
	Improving the competitiveness and market penetration of SMEs  for sustainable employment
	Activity Code:
	1

	Description and Approach



	Within this activity, the project plans to improve the competitiveness and market penetration of small and medium-sized enterprises. Competitiveness will be enhanced by direct support for product image and quality improvements, and through improved Corporate Social Responsibility (CSR). Market penetration will be enhanced by the identification of potential market opportunities. Micro-producers will benefit from increased demand for their output. This will increase incomes and directly reduce poverty among a vulnerable target group suffering from economic exclusion. 

The VCE takes a holistic approach to private sector development using the value-added supply chain mechanism. This is true of the overall project and this activity, in particular. In order to achieve inclusive, poverty reducing growth, it is not sufficient to increase access to different markets if the product offered cannot compete with current offerings, and vice-versa. Nor is it sufficient to pursue economic growth without maintaining a focus on good corporate citizenship, lest unintended consequences such as environmental damage and/or social exclusion of vulnerable groups such as women and those without access to important information occur. 

This activity consists of a combination of sub-activities that address the two issues of business effectiveness and socially-responsible inclusive growth. 

	Justification



	SMEs in Bosnia and Herzegovina can make a significant contribution to human development progress, but support is required to unleash this potential.

	Partners

	Participating municipalities. 

	Beneficiaries

	SMEs, micro-producers.

	Expected Results

	1.
	Competitiveness of SMEs improved.

	2.
	Employment and incomes generated or sustained. 

	Indicators

	1.
	At least 50 micro-suppliers linked to SMEs through value chains

	2.
	At least 300 jobs sustained/generated

	3.
	Sales increased by at least 10% among participating SMEs

	4. 
	Gross margins increased by at least 5% on average among participating SMEs

	

	Synergies:

	· This activity is linked to Activity #2 and Activity #3

	Activity’s Budget



	Year 1
	Year 2
	Total
	

	270,360
	77,720
	348,080
	

	Main Risks



	1.  Sub-activities not successfully completed.
	Type of Risk:  Operational

	
	Impact: High

	
	Probability:  Low

	
	Proximity:  Close

	
	Countermeasures: 

Reduction: The sub-activities have been carefully analysed to determine the risk levels and countermeasures, which will mitigate the overall risk of their incompletion. The inception period will be used to obtain information and additional inputs which will further help to pre-empt unforeseen risks.   

	2.  Sub-activities do not give the desired impact at the activity level.  
	Type of Risk:  Operational

	
	Impact: High

	
	Probability:  Low

	
	Proximity:  Close

	
	Countermeasures:

Reduction: The activity has been designed to ensure a holistic approach to supporting SMEs and micro-producers. The sub-activities have been selected and designed specifically because they complement one another in addition to having their own individual merits.  

	Monitoring



	The monitoring will be performed at two levels: activity and project. At the activity level, the UNDP Project Team will monitor the implementation of the activities and sub-activities against the targets set at annual level, providing the project board and other stakeholders with information on whether progress is being made towards achieving activity’s objectives. In this regard, monitoring represents a continuous assessment of the activity’s implementation. Furthermore, activity progress monitoring will alert the Project Manager to actual and potential weaknesses, problems and shortcomings before it is too late to act. This will provide the Project Manager with the opportunity to make timely adjustments and to take corrective actions to improve the approach, work plan and implementation strategies.

At the project level, the UNDP Project Team will monitor the progress of the activity against the expected results and the respective indicators. Monitoring requirements will include providing regular feedback to enhance the ongoing learning experience and to improve the planning process and effectiveness of interventions, enabling the Project Team to identify and reinforce initial positive results, strengths and successes.  Monitoring exercises will check on the condition of target groups, and changes brought about by project’s activities. In this regard, monitoring will assists project management by checking whether the project continues to be relevant to the target group, and whether assumptions are still valid. In addition, proper monitoring will show donors and local stakeholders that the project is being responsibly and effectively implemented. 

Monitoring actions will be undertaken throughout the lifetime of the project. Ad hoc evaluation research might be needed if unexpected problems arise for which planned monitoring activities cannot generate sufficient information, or if socio economic or environmental conditions change drastically in the target area. 

Project monitoring will be carried out by the Project Team and relevant local stakeholders.

	Communication Plan



	Detailed communication plans will be developed by the Project Team for the following groups:

· SMEs; 

· Micro-producers; 

· Municipalities.

Information will be disseminated through local media, municipal information boards and MZ information boards. 


	Sub-activity Name: 
	Market Demand Analyses
	Sub-activity Code:
	1.1

	Description and Approach



	Subsequent to the selection of lead SMEs in the inception phase of the project, market demand research will be undertaken to identify the best opportunities for value chain creation or strengthening. In particular, the main focus will be on identifying market opportunities in regional export markets (Croatia, Serbia, Montenegro, Macedonia) for goods that can be sourced from micro-producers and produced by a value chain including the lead SMEs in the selected municipalities. As part of this process and with an eye toward tailoring production to satisfy the untapped consumer appetites, new product ideas will be generated and needs for product quality improvements will be identified in cooperation with the lead SMEs. 

The objective of this activity is to generate impartial information that will properly direct the government decision makers and relevant institutions for investment and export promotion, as well as the project’s activities towards the identification of new opportunities within the selected   agricultural/food sector with the greatest potential for economic growth, employment generation in SMEs, and increased participation and incomes for local micro-producers. The market demand research will be outsourced to a company or group of individual experts specialised in market research activities, which will report to the Project Team’s Marketing Specialist. This sub-activity will feed into not only this project and its activities but also to UNDP SRRP and the intended farm diversification activity.  

	Justification



	The lack of current, reliable data is a ubiquitous problem in Bosnia and Herzegovina. In recognition of this reality, the VCE seeks to undertake a knowledge-building exercise in order to ensure that the selection process of value chains is based on quality evidence. This will not only maximise the chances of success, but will also be a demonstration of best practices in project design and implementation.  
Considering that the targeted sector is not sufficiently developed, that it is labour intensive and produces essential goods, this document will provide bases to decision makers at various levels of government to design measures by which they can support agriculture and food processing industries.

	Partners



	Participating municipalities. 

	Beneficiaries



	Export Promotion Agency, SMEs, micro-producers; participating municipalities.

	Expected Results



	2.
	Knowledge of relevant market opportunities for the participating municipalities and their associated SMEs/micro-producers built. 

	Indicators



	2.
	Market demand research report

	Synergies:

	· Background knowledge required for activity 1.2, 3.1, and 3.2. 

	Activity’s Budget



	Year 1
	Year 2
	Total
	

	128,960
	
	128,960
	

	Main Risks



	1.  Poor quality of market demand analyses.
	Type of Risk:  Operational

	
	Impact: Medium

	
	Probability:  Low

	
	Proximity:  Close

	
	Countermeasures: 

Reduction: The contracted company and/or group of professionals will have to demonstrate a successful track record with similar research projects, and will need to have significant familiarity with the Bosnia and Herzegovina private sector. The Terms of Reference will have to be carefully developed to define specific results expected by UNDP and its government partners. 

	Monitoring



	The monitoring will be performed at two levels: activity and project. At the activity level, the UNDP Project Team will monitor the implementation of the activities and sub-activities against the targets set at annual level, providing the project board and other stakeholders with information on whether progress is being made towards achieving activity’s objectives. In this regard, monitoring represents a continuous assessment of the activity’s implementation. Furthermore, activity progress monitoring will alert the Project Manager to actual and potential weaknesses, problems and shortcomings before it is too late to act. This will provide the Project Manager with the opportunity to make timely adjustments and to take corrective actions to improve the approach, work plan and implementation strategies.

At the project level, the UNDP Project Team will monitor the progress of the activity against the expected results and the respective indicators. Monitoring requirements will include providing regular feedback to enhance the ongoing learning experience and to improve the planning process and effectiveness of interventions, enabling the Project Team to identify and reinforce initial positive results, strengths and successes.  Monitoring exercises will check on the condition of target groups, and changes brought about by project’s activities. In this regard, monitoring will assists project management by checking whether the project continues to be relevant to the target group, and whether assumptions are still valid. In addition, proper monitoring will show donors and local stakeholders that the project is being responsibly and effectively implemented. 

Monitoring actions will be undertaken throughout the lifetime of the project. Ad hoc evaluation research might be needed if unexpected problems arise for which planned monitoring activities cannot generate sufficient information, or if socio economic or environmental conditions change drastically in the target area. 

Programme monitoring will be carried out by programme management, programme staff and relevant local stakeholders.

	Communication Plan



	· Information will be disseminated through the round table organized in cooperation and co-chaired by the Export Promotion Agency (EPA).  The targeted audience will be: state institutions and ministries, companies, financial community, media,  local authorities, and CAI’s – partners in the implementation. 


	Sub-activity Name: 
	Quality Management and Marketing
	Sub-activity Code:
	1.2

	Description and Approach



	The lead companies in each value chain, as identified in sub-activity 1.1, will be provided with on-site technical assistance to modernise and improve their products. This will be accomplished in two ways. First, the visual appearance of the products will be enhanced. Second, product quality systems will be implemented or improved. 

More specifically, the project will engage in:

· Technical support with redesign of product, its logo, packaging and requirements

· Technical support (in cooperation with State Institute for Standardization)_for internal quality consistency practices, which will set bases for standardization and certification

These actions will be implemented by:

-external expertise,

-in-house expertise, and
-State Institute for Standardization

The project will aim   10 SME’s per each of these actions, or in total 20 SME’s.  This number of companies may change, depending on the results of SME mapping, level of interest by SME’s, and scope of interventions.

The Quality Management and Marketing sub-activity is designed not only to provide specific assistance to SME’s in the wider Sarajevo region, but to also show-case the type of interventions required for the increased competitiveness, and to provide link between business community and state conformity bodies and Export Promotion Agency.
Consumers’ perceptions about a company and its products are shaped to a large extent by the visual experience they have each time they see a product. Improvements in the visual identity of products do not require major investments and can produce immediate benefits. For each lead SME, one product will be selected for improvement. It is expected that this process will provide companies with the knowledge to reproduce similar measures on other strategically important products in their offering.  

The technical assistance for these activities will be provided by a professional marketing firm to be contracted by UNDP. The firm will spend approximately four weeks working with each lead SME. This marketing firm will also assist the lead SMEs with developing strategies for presenting their products at industry fairs. It will work directly with the lead SMEs, and will operate under the guidance of the Project Team, reporting directly to the Marketing Specialist.

Another important aspect of a company’s corporate brand is the consumer’s impression of the quality of the product, which is either bolstered or weakened with each consumption experience. The only way to ensure that these consumption experiences are as positive as possible, as often as possible, is through a systematic quality control mechanism. Quality control systems that follow internationally-recognised standards also help facilitate access to export markets, meaning that this initiative is a direct complement to sub-activities 2.1 and 2.2.
Therefore, this sub-activity will also focus on providing guidance to SMEs on improving such systems. Improved customer relations practices will be encouraged for the purpose of quality monitoring and feedback.  Lead SMEs will receive technical assistance with the development of quality control manuals. These manuals will be developed jointly by the companies and the consultants provided by UNDP, who will be responsible for ensuring that the manuals are tailor-made for each company and are of excellent quality.

Three sample quality control system manuals, for three different agriculture/food sub-sectors, will be developed and offered to other SMEs at the networking events described in sub-activity 3.1 as reference documents. The purpose of this exercise will be to encourage SME managers operating in the agriculture/food sector from across the country to implement or strengthen their own quality control systems.
 The actions related to the quality system manuals and quality requirements will be implemented in cooperation with Conformity Assessment Institutions (CAIs), and in particular with the Agency for Standardization.
The other CAIs will participate in the implementation by providing educational seminars for SMEs and small producers, and practical advice. 



	Justification



	This sub-activity directly addresses the issue of a lack of competitiveness among BiH businesses. 

	Partners



	· Participating municipalities 

	Beneficiaries



	· SMEs


	Expected Results



	1.
	Quality of products offered by SMEs improved

	Indicators



	1.
	Visual presentation of min. 10 products improved

	2.
	Quality control systems among 10 lead SMEs improved 

	Synergies: 

	· Complements all sub-activities in Activity #2 and #3, especially sub-activity 2.1. 

	Activity’s Budget



	Year 1
	Year 2
	Total
	

	111,960
	54,600
	166,560
	

	Main Risks



	1. Changes in visual appearance of products do not translate into increased sales
	Type of Risk: Operational

	
	Impact: Medium

	
	Probability: Medium

	
	Proximity: Close

	
	Countermeasures:

Reduction: The experts engaged to provide design support to the lead SMEs will not only be gifted artistically, but will also need to demonstrate an understanding of the importance of the impact of a product's visual appearance on corporate branding, and thus consumption decsions.

	2. Quality monitoring systems ineffective
	Type of Risk: Operational

	
	Impact: Medium

	
	Probability: Medium

	
	Proximity: Cose

	
	Countermeasures:

Reduction: Technical assistance will be provided by consulting companies with demonstrated successful track records in designing and implementing such systems. 

	Monitoring

	The monitoring will be performed at two levels: activity and project. At the activity level, the UNDP Project Team will monitor the implementation of the activities and sub-activities against the targets set at annual level, providing the project board and other stakeholders with information on whether progress is being made towards achieving activity’s objectives. In this regard, monitoring represents a continuous assessment of the activity’s implementation. Furthermore, activity progress monitoring will alert the Project Manager to actual and potential weaknesses, problems and shortcomings before it is too late to act. This will provide the Project Manager with the opportunity to make timely adjustments and to take corrective actions to improve the approach, work plan and implementation strategies.

At the project level, the UNDP Project Team will monitor the progress of the activity against the expected results and the respective indicators. Monitoring requirements will include providing regular feedback to enhance the ongoing learning experience and to improve the planning process and effectiveness of interventions, enabling the Project Team to identify and reinforce initial positive results, strengths and successes.  Monitoring exercises will check on the condition of target groups, and changes brought about by project’s activities. In this regard, monitoring will assists project management by checking whether the project continues to be relevant to the target group, and whether assumptions are still valid. In addition, proper monitoring will show donors and local stakeholders that the project is being responsibly and effectively implemented. 

Monitoring actions will be undertaken throughout the lifetime of the project. Ad hoc evaluation research might be needed if unexpected problems arise for which planned monitoring activities cannot generate sufficient information, or if socio economic or environmental conditions change drastically in the target area. 

Programme monitoring will be carried out by programme management, programme staff and relevant local stakeholders.



	Communication Plan



	Detailed communication plans will be developed for the following groups:

· SMEs

· Local authorities

Information will be disseminated by UNDP and the State Agency for Standardization, as well as by the Export Promotion Agency.  The targeted audiences are SME’s and consumers. The local media, brochures, and dissemination through municipal authorities are some of the communication channels envisaged.  




	Sub-activity Name: 
	Responsible business practices for community development
	Sub-activity Code:
	1.3

	Description and Approach



	Consumers’ perceptions of a company and its products are impacted not only by what it does or makes, but also how. Conducting business according to socially responsible practices is a worthwhile end in and of itself. But it can also encourage customer loyalty, result in access to certain markets that would be otherwise unavailable, and give a company access to financing pools from conscientious investors that would not be available to less socially responsible firms. Therefore, this sub-activity will also undertake educational activities to inform SMEs in BiH about the importance of Corporate Social Responsibility, the importance and advantages of offering employess “decent work”, and the content of forthcoming International Organisation for Standardisation social responsibility standard in particular. A Working Group consisting of 80 countries and 39 organisations is currently developing this new standard, which is referred to as ISO 26000. A Draft International Standard should be available by the last quarter of 2009; and the ISO 26000 is planned to be published mid 2010.  The inception phase will also incorporate an initial survey of SME’s awareness of Corporate Social Responsibility principles.  This will be a baseline for the later measurement of knowledge gained and SME-driven responsible projects applied.   
The second component of this sub-activity is technical assistance to SMEs to develop “local vendor sourcing thresholds”.  The objective is to encourage SMEs to buy locally, based upon facts proven by calculations and common business sense.  
The sub-activity will be divided in two components:

· The workshops will be delivered to the companies   and authorities in targeted area, introducing ISO 26000, known as Corporate Social Responsibility standards, and examples of how applying CSR principles can contribute  positively to competitiveness.
· The direct “one on one” technical support will be provided  to selected SME’s in development of “cost – benefit analyses” for the purposes of proper sourcing of materials, and as a prove that buying and investing locally contributes to sustainability of business..

These activities are connected with activity 3 of this Project, and are aimed at facilitating partnerships with small, self-employed producers.

	Justification



	The inclusive value chains require higher level of social responsibility on the part of companies-leaders, but there is insufficient knowledge within the business community in BiH as to commercial viability and competitive advantage of responsible business practices.  This sub-activity is aimed at delivering the knowledge “by doing”, and working hand in hand with partners and beneficieries.

	Partners



	· Institute for Standardization, Participating municipalities 

	

	· SME, Micro-producers

	

	1.
	Knowledge regarding Corporate Social Responsibility increased among participating SMEs.

	2.
	Number of new local suppliers increased  through analyses of procurement practices and effectiveness within SME’s

	

	1.
	Three training sessions on ISO 26 000 held.

	2.
	Ten cost benefit analyses produced to compare benefits of buying locally 

	
	

	Synergies: 

	· This sub-activity, although mostly directed at SME lead companies in value chains, is integrated with Standardization issues, quality consistency, and inclusion.  

	Activity’s Budget

	Year I
	Year II
	Total
	

	29,360
	23,200 
	52,560
	

	Main Risks



	SMEs are not interested in analysing their suppliers, and identifying local vendors
	Type of Risk: Operational

	
	Impact: Medium

	
	Probability: Medium

	
	Proximity: Close

	
	Countermeasures:

Reduction: the companies selected as beneficieries to this Project will be introduced in advance to the Project’s intended activities and sub-activities.  The companies will provide Letter of Intent confirming the interest to work with the project .

	Lack of participation in ISO 26 000 training sessions.


	Type of Risk: Operational 

	
	Impact: High

	
	Probability: Low

	
	Proximity: Close

	
	Countermeasures:

Reduction: Participating SMEs will be in advance informed about the intended activities and agree to participate in the training sessions as a condition of acceptance into the project.

	Timely Adoption of ISO 26000
	Type of Risk: Operational

	
	Impact: Low

	
	Probability: Medium

	
	Proximity: Close

	
	Countermeasures:

Reduction of Risk: Companies will, through CSR trainings, become aware of CSR principles, and prepared for ISO 26000 once it is adopted.  The Agency for Standardization has the mandate, and will be the future point of contact for companies. 

	Monitoring

	The monitoring will be performed at two levels: activity and project. At the activity level, the UNDP Project Team will monitor the implementation of the activities and sub-activities against the targets set at annual level, providing the project board and other stakeholders with information on whether progress is being made towards achieving activity’s objectives. In this regard, monitoring represents a continuous assessment of the activity’s implementation. Furthermore, activity progress monitoring will alert the Project Manager to actual and potential weaknesses, problems and shortcomings before it is too late to act. This will provide the Project Manager with the opportunity to make timely adjustments and to take corrective actions to improve the approach, work plan and implementation strategies.
Monitoring actions will be undertaken throughout the lifetime of the project. Ad hoc evaluation research might be needed if unexpected problems arise for which planned monitoring activities cannot generate sufficient information, or if socio economic or environmental conditions change drastically in the target area. 

Programme monitoring will be carried out by programme management, programme staff and relevant local stakeholders.

	Communication Plan

	Media representatives will be invited to CSR workshops.  

Business magazines will be sent information on technical assistance aimed at promotion of increased inclusion of local vendors.

Both activities will be implemented by UNDP, and supported through in-house CO expertise.   




	Activity Name: 
	Strengthening the capacities of state-level authorities to support SMEs
	Activity Code:
	2

	Description and Approach



	Within this activity, the project plans to improve the capacities of state-level institutions responsible for supporting SMEs in BiH. More specifically, beneficiaries will be the three Conformity Assessment Institutions (BiH Food Safety Agency, BiH Veterinary Office and BiH Institute for Standards), and the Export Promotion Agency. 

The Conformity Assessment Institutions (CAIs),  are responsible for setting quality and safety standards, testing products for compliance, and certifying those products that satisfy the criteria. Furthermore, the CAIs have an important role to play in assisting BiH businesses with accessing export markets, most importantly the European Union. The EU has very high standards for product quality and safety, and the BiH CAIs are the only institutions that may be authorised to certify many BiH products for EU access. Unfortunately, for many products, they are currently not accredited to do so. Therefore, this activity will focus on capacity development of the CAIs in order to help them make progress towards accreditation, and improve the quality of support they are able to offer BiH businesses. 

The Export Promotion Agency (EPA) also has an important role to play in enabling BiH businesses to access export markets. This is the institution responsible for promoting BiH businesses, products, and the overall BiH brand internationally. While the EPA has demonstrated its ability present a positive image of BiH products in foreign markets, support is required to enable the agency to improve its reach and effectiveness in delivering its important messages about the BiH potential exporters.  



	Justification



	The CAIs are the official agencies responsible for certifying BiH products and the EPA is the official agency responsible for representing the BiH brand overseas. All of these institutions are operating below potential as a result of capacity deficiencies. Therefore, capacity development for these bodies is an appropriate approach.    

	Partners



	CAIs, EPA

	Beneficiaries



	CAIs, EPA

	Expected Results



	1.
	CAIs able to provide better services and support to BiH businesses.

	2.
	EPA better able to promote BiH companies internationally.  

	Indicators



	1.
	Progress towards the achievement of accreditation to certify BiH products in the EU by CAIs.

	Synergies:

	· This activity is linked to Activity #1 and Activity #3

	Activity’s Budget

	Year 1
	Year 2
	Total
	

	447,340
	140,700
	588,040
	

	Main Risks



	1.  Poor quality of technical assistance.
	Type of Risk:  Operational

	
	Impact: High

	
	Probability:  Low

	
	Proximity:  Close

	
	Countermeasures: 

Reduction: Members of the Project Team and consultants providing support will need to have demonstrated expertise in the relevant areas. 

	2.  Lack of interest by CAIs and/or EPA
	Type of Risk:  Operational

	
	Impact: High

	
	Probability:  Low

	
	Proximity:  Close

	
	Countermeasures:

Reduction: All of these institutions have expressed their interest in being project partners. 

	Monitoring



	The monitoring will be performed at two levels: activity and project. At the activity level, the UNDP Project Team will monitor the implementation of the activities and sub-activities against the targets set at annual level, providing the project board and other stakeholders with information on whether progress is being made towards achieving activity’s objectives. In this regard, monitoring represents a continuous assessment of the activity’s implementation. Furthermore, activity progress monitoring will alert the Project Manager to actual and potential weaknesses, problems and shortcomings before it is too late to act. This will provide the Project Manager with the opportunity to make timely adjustments and to take corrective actions to improve the approach, work plan and implementation strategies.

At the project level, the UNDP Project Team will monitor the progress of the activity against the expected results and the respective indicators. Monitoring requirements will include providing regular feedback to enhance the ongoing learning experience and to improve the planning process and effectiveness of interventions, enabling the Project Team to identify and reinforce initial positive results, strengths and successes.  Monitoring exercises will check on the condition of target groups, and changes brought about by project’s activities. In this regard, monitoring will assists project management by checking whether the project continues to be relevant to the target group, and whether assumptions are still valid. In addition, proper monitoring will show donors and local stakeholders that the project is being responsibly and effectively implemented. 

Monitoring actions will be undertaken throughout the lifetime of the project. Ad hoc evaluation research might be needed if unexpected problems arise for which planned monitoring activities cannot generate sufficient information, or if socio economic or environmental conditions change drastically in the target area. 

Project monitoring will be carried out by the Project Team and relevant local stakeholders.



	Communication Plan



	The communication within this activity will be focusing on knowledge products, such as quality manuals and education workshops to be delivered to SME’s and individual producers.  
Provision of equipment will require dissemination through media.




	Sub-activity Name: 
	Strengthening capacities of the Conformity Assessment Institutions to support SME development
	Sub-activity Code:
	2.1

	Description and Approach



	In order to be accepted into certain foreign markets, locally produced goods need to be certified by an accredited agency. Support will be provided to Conformity Assessment Institutions to promulgate, certify, and monitor the application of international standards so that SMEs can make progress towards accessing important export markets. 
Approach:

Provision of technical assistance will be made based upon the specification of needs, written expression of interest for support by the conformity assessment  institutions, and in accordance with prioritization of needs to fit project’s financial abilities.

Initially, the conformity assessment institutions expressed these specific technical needs:

· Support to working groups establishing procedures and regulations in accordance to EU requirements, support to certification of staff, and fostering of cooperation with private sector and other state level institutions (such as Export Promotion Agency).

· The provision of equipment will be based upon the availability of cost sharing by State level institutions.   The requirements are high, and they range from equipment for residual tracing in the food of animal origin to equipment for certification of field laboratories that would contribute to international accreditation and recognition of these facilities.      There is an initial expression of interest for Residual tracing equipment, which costs approximately 300,000 EUR.  The exact type of equipment to be purchased, the amount and the availability of co-funding from the CAI’s, will be defined during the inception phase of the Project. In the event of no commitment to cost sharing on the part of CAIs,  a contingency plan will be devised to redirect funding to further support accreditation of BiH laboratories and their integration into EU systems, through the provision of   required expertise.  
 Currently, the companies – potential exporters, although being issued a certificate of health safety by State Veterinary Office, have to wait for analyses of products to be sent to laboratories abroad, which increases the costs, and prolongs the time needed to reach the export markets.

The State Institute for Certification is receiving support through the EU assistance, but the link to industries and individual value chains is missing.  The Institute sees its role as body that is linked to the private sector companies, that promotes the ISO certification, and disseminates information on EU industrial standards.  

Specific initiatives in this sub-activity include:

a. Defining of MoUs in conjunction with the Conformity Assessment Institutes. These MoUs shall be signed by UNDP and MoFTER, and co-signed by the CAIs, and will outline responsibilities and benefits under the VCE project;

b. Procurement of critically important technical equipment required for certification purposes;
c. Support to staff and management in advancing knowledge and scientific skills with respect to monitoring and control standards through a research study and a study trip to an EU member state;
d. Supporting the CAIs with the design and delivery of awareness raising training sessions for SMEs, informing them of the specific guidelines for compliance with certification criteria;
e. Piloting of new Standard Operating Procedures for CAIs to assist VCE beneficiary SMEs with obtaining international certification;
f. Refinement of SoPs based on pilot activities and client feedback.
The Standards and Certification Advisor will be in charge of this sub-activity, and will have the opportunity to draw on additional expert technical assistance support. 

	Justification



	A value chain is only as strong as its weakest link, therefore it is of utmost importance that BiH SMEs achieve increased access to export markets. This increased foreign demand for goods produced locally in BiH represents the final link in the chain. However, for BiH’s most important future export market, the EU, rigid standards exist for imports, especially for goods in the agriculture/food sector. The support for CAIs proposed in this sub-activity will directly assist SMEs with fulfilling the requirements for accessing international markets, especially the EU. This, in turn, will help to increase the incomes of micro-producers from whom the SMEs source their materials.

	Partners



	· CAIs 

	Beneficiaries



	· CAIs

· SMEs
· Micro-producers


	Expected Results



	1.
	Capacities of CAIs improved.

	2.
	Progress made toward accreditation of CAIs as official certifiers of BiH goods for international markets, especially the EU. 

	Indicators



	1.
	Equipment required for certification processes delivered to CAIs 

	2.
	Three study trips to EU member state CAIs (one per BiH CAI) 

	3.
	Three workshops held by CAIs to educate SMEs about certification requirements

	4.
	Standard Operating Procedures developed and piloted

	Synergies:

	· This sub-activity will directly complement all other sub-activities, especially 2.2 and 1.2.

	Activity’s Budget

	Year 1
	Year 2
	Total
	

	402,030
	104,700
	506,730
	

	Main Risks



	1. Training is not relevant 
	Type of Risk: Operational

	
	Impact: High

	
	Probability: Low

	
	Proximity: Close

	
	Countermeasures:

Reduction: In addition to tailoring technical assistance support specifically to the needs of the BiH CAIs, a study trip to an EU member state will enable the BiH CAIs to observe best practices first hand. 

	2. Lack of interest from CAIs
	Type of Risk: Operational

	
	Impact: High

	
	Probability: Low

	
	Proximity: Close

	
	Countermeasures:

Reduction: The CAIs will be asked to sign MoUs regarding their responsibilities. The CAIs have already expressed their interest in the VCE project. 

	3. Cost-sharing not available from CAIs (State Veterinary Office and State Food Safety Agency)
	Type of Risk: Operational

	
	Impact: High

	
	Probability: Medium

	
	Proximity: Close

	
	Countermeasures: Regular meetings and lobbying during the inception phase  

	Monitoring



	The monitoring will be performed at two levels: activity and project. At the activity level, the UNDP Project Team will monitor the implementation of the activities and sub-activities against the targets set at annual level, providing the project board and other stakeholders with information on whether progress is being made towards achieving activity’s objectives. In this regard, monitoring represents a continuous assessment of the activity’s implementation. Furthermore, activity progress monitoring will alert the Project Manager to actual and potential weaknesses, problems and shortcomings before it is too late to act. This will provide the Project Manager with the opportunity to make timely adjustments and to take corrective actions to improve the approach, work plan and implementation strategies.

At the project level, the UNDP Project Team will monitor the progress of the activity against the expected results and the respective indicators. Monitoring requirements will include providing regular feedback to enhance the ongoing learning experience and to improve the planning process and effectiveness of interventions, enabling the Project Team to identify and reinforce initial positive results, strengths and successes.  Monitoring exercises will check on the condition of target groups, and changes brought about by project’s activities. In this regard, monitoring will assists project management by checking whether the project continues to be relevant to the target group, and whether assumptions are still valid. In addition, proper monitoring will show donors and local stakeholders that the project is being responsibly and effectively implemented. 

Monitoring actions will be undertaken throughout the lifetime of the project. Ad hoc evaluation research might be needed if unexpected problems arise for which planned monitoring activities cannot generate sufficient information, or if socio economic or environmental conditions change drastically in the target area. 

Project monitoring will be carried out by the Project Team and relevant local stakeholders.



	Communication Plan



	The knowledge products, such as sample manuals, educational workshops for SME’s and individual producers, will be developed in cooperation with CAIs, and jointly delivered to the  Government institutions and Ministries, companies, and potential investors.  



	Sub-activity Name: 
	Engaging with the Export Promotion Agency to support SMEs
	Sub-activity Code:
	2.2

	Description and Approach



	The VCE project will support the BiH Export Promotion Agency, a body of the BiH Chamber of Commerce, with the promotion of exports of SMEs’ products from the value chains. Marketing material and promotional strategies will be developed and SMEs will be assisted with the promotion of their products at international fairs and events as a means of securing foreign market access.
Two study trips will be undertaken to export promotion bodies in two EU member states. On site-technical assistance will also be provided by the VCE Project Team in preparing beneficiary SME promotions as a means of coaching Agency staff on best international practices regarding international promotions.  

 

	Justification



	Export Promotin Agency (EPA) has been established recently.  The Agency will increasingly assume the role of key institution for promotion of BiH enterprises towards external markets.  Currently, its business outreach is limited to larger companies who either already export or are potential exporters.  The smaller companies and/or self-employed producers don’t have the export potential at this time.  However, with strengthened value chains and consolidation of offer in volume and quality, these enterprises will eventually become the next generation of exporters, those that create new value, and new employment.

It is the aim of the project to, through this activity, provide tailored assistance to Export Promotion Agency, based upon the needs assessment, and to engage this agency with next generation of exporters identified jointly through this project.  

	Partners



	·  EPA

	Beneficiaries



	· EPA

· SMEs
· Micro-producers


	Expected Results



	1.
	BiH Export Promotion Agency better able to market and promote BiH products abroad. 

	Indicators



	1.
	Marketing material developed

	2.
	Promotional strategy developed

	3.
	Two study trips taken

	4.
	At least four trips taken to promote BiH companies and products

	Synergies:

	· As an important link in the value chain mechanism, this sub-activity complements all other sub-activities.

	Activity’s Budget



	Year 1
	Year 2
	Total
	

	45,310
	36,000
	81,310
	

	Main Risks



	1. Training is not relevant 
	Type of Risk: Operational

	
	Impact: High

	
	Probability: Low

	
	Proximity: Close

	
	Countermeasures:

Reduction: In addition to tailoring technical assistance support specifically to the needs of the BiH EPA, a study trip to an EU member state will enable the EPA to observe best practices first hand. 

	2. Lack of interest from EPA
	Type of Risk: Operational

	
	Impact: High

	
	Probability: Low

	
	Proximity: Close

	
	Countermeasures:

Reduction: The EPA will be asked to sign an MoUs regarding its interest and responsibilities. Note that the EPA has already expressed its interest in the VCE project. 

	3. Lack of Interest from SME’s to participate in educational/promotional study trips
	Type of Risk: Operational

	
	Impact: Medium

	
	Proximity: Medium

	
	Countermeasures: EPA engagement and presentation of benefits to SME’s
Reduction: The EPA will target events and fairs relevant to the food-processors and especially small and medium sized companies, that usually cannot participate in these events due to relatively high costs. 

	Monitoring



	The monitoring will be performed at two levels: activity and project. At the activity level, the UNDP Project Team will monitor the implementation of the activities and sub-activities against the targets set at annual level, providing the project board and other stakeholders with information on whether progress is being made towards achieving activity’s objectives. In this regard, monitoring represents a continuous assessment of the activity’s implementation. Furthermore, activity progress monitoring will alert the Project Manager to actual and potential weaknesses, problems and shortcomings before it is too late to act. This will provide the Project Manager with the opportunity to make timely adjustments and to take corrective actions to improve the approach, work plan and implementation strategies.

At the project level, the UNDP Project Team will monitor the progress of the activity against the expected results and the respective indicators. Monitoring requirements will include providing regular feedback to enhance the ongoing learning experience and to improve the planning process and effectiveness of interventions, enabling the Project Team to identify and reinforce initial positive results, strengths and successes.  Monitoring exercises will check on the condition of target groups, and changes brought about by project’s activities. In this regard, monitoring will assists project management by checking whether the project continues to be relevant to the target group, and whether assumptions are still valid. In addition, proper monitoring will show donors and local stakeholders that the project is being responsibly and effectively implemented. 

Monitoring actions will be undertaken throughout the lifetime of the project. Ad hoc evaluation research might be needed if unexpected problems arise for which planned monitoring activities cannot generate sufficient information, or if socio economic or environmental conditions change drastically in the target area. 

Project monitoring will be carried out by the Project Team and relevant local stakeholders.

	Communication Plan



	Communication Action Plan will be developed in cooperation with Export Promotion Agency.




	Activity Name: 
	Support to increase of inclusive Entrepreneurial activity
	Activity Code:
	3

	Description and Approach



	This activity will encourage inclusive business activity in BiH in two ways. First, idea-sharing, information-sharing, and innovation will be encouraged through a series of networking events that will bring leaders of VCE lead SMEs, VCE municipality representatives, and other SMEs operating in the agriculture/food sector from across the country together. Second, a public-private-partnership (PPP) project designed specifically for the purpose of supporting a value chain will be selected, designed, and implemented. 

The new business generated is expected to create or sustain jobs among the participating SMEs. Furthermore, it will increase incomes of the micro-producers from whom the SMEs source their materials, thereby including a vulnerable group that is often economically excluded.  

	Justification



	One of the underlying principles of UNDP’s view of private sector development is the importance of unleashing the latent entrepreneurial potential of the people of BiH. UNDP recognises that certain barriers exist that preclude this potential from being realised. These barriers include a lack of information sharing among businesses and insufficient partnerships between municipal authorities and local entrepreneurs. This activity addresses both of these issues. 

	Partners



	SMEs, municipal authorities

	Beneficiaries



	SMEs, micro-producers, municipal authorities

	Expected Results



	1.
	Entrepreneurial activity increased

	2.
	Cooperation between municipal authorities and local businesses improved

	Indicators



	1.
	At least 50 jobs generated or sustained 

	Synergies:

	· This activity is linked to Activity #2 and Activity #3

	Activity’s Budget



	Year 1
	Year 2
	Total
	

	358,040
	188,400
	546,440
	

	Main Risks



	1.  Lack of ideas generated for partnerships/joint ventures
	Type of Risk:  Operational

	
	Impact: High

	
	Probability:  Low

	
	Proximity:  Close

	
	Countermeasures: 

Reduction: Entrepreneurs will not only be gathered for discussions, but also actively prompted by the Project Team to consider various opportunities. The SMEs included for participation in the VCE will only be those that have clearly expressed a desire to investigate such initiatives.  

	2.  Feasible PPP not found
	Type of Risk:  Operational

	
	Impact: High

	
	Probability:  Low

	
	Proximity:  Close

	
	Countermeasures:

Reduction: Enough SMEs and municipalities will be included in the VCE as participants to ensure that many potential PPP opportunities will be available. 

	Monitoring



	The monitoring will be performed at two levels: activity and project. At the activity level, the UNDP Project Team will monitor the implementation of the activities and sub-activities against the targets set at annual level, providing the project board and other stakeholders with information on whether progress is being made towards achieving activity’s objectives. In this regard, monitoring represents a continuous assessment of the activity’s implementation. Furthermore, activity progress monitoring will alert the Project Manager to actual and potential weaknesses, problems and shortcomings before it is too late to act. This will provide the Project Manager with the opportunity to make timely adjustments and to take corrective actions to improve the approach, work plan and implementation strategies.

At the project level, the UNDP Project Team will monitor the progress of the activity against the expected results and the respective indicators. Monitoring requirements will include providing regular feedback to enhance the ongoing learning experience and to improve the planning process and effectiveness of interventions, enabling the Project Team to identify and reinforce initial positive results, strengths and successes.  Monitoring exercises will check on the condition of target groups, and changes brought about by project’s activities. In this regard, monitoring will assists project management by checking whether the project continues to be relevant to the target group, and whether assumptions are still valid. In addition, proper monitoring will show donors and local stakeholders that the project is being responsibly and effectively implemented. 

Monitoring actions will be undertaken throughout the lifetime of the project. Ad hoc evaluation research might be needed if unexpected problems arise for which planned monitoring activities cannot generate sufficient information, or if socio economic or environmental conditions change drastically in the target area. 

Project monitoring will be carried out by the Project Team and relevant local stakeholders.



	Communication Plan



	The communication will be specific to the sub-activities within the activity 3. 

Detailed communication plans will be developed by the Project Team for the following groups:

· SMEs

· Municipalities

· Micro-producers

Information will be disseminated through local media, municipal information boards and MZ information boards. 



	Sub-activity Name: 
	Strengthening small producers – participants in VCE
	Sub-activity Code:
	3.1

	Description and Approach



	In order to increase economic activity, a series of three events will be hosted to facilitate idea-sharing and innovation among VCE lead SMEs and municipality representatives, and other SMEs operating in the agriculture/food sector from across the country. The Project Team will facilitate discussion and encourage business leaders to consider ideas for partnerships, joint ventures, and potential spin-offs that might help to expand their current operations and/or create new businesses. Each of these events will assemble approximately 100 BiH SMEs from the Greater Sarajevo Region, including the VCE lead SMEs. 

The VCE Project Team will assist with the identification of viable business models. Those with potential will be pursued during follow-up discussions and negotiations among the relevant parties. The Team will assist with the development of feasibility studies and business plans, including financial projections. If deemed viable, action plans to achieve implementation of these initiatives will be developed by lead SMEs and their partners, again with Project Team assistance. The action plans will serve to guide the stakeholders on the steps to be undertaken and to plan for obstacles, changes and risks.  

The underlying theme of the new business ideas will be to create viable ventures that will source materials from local micro-producers. Furthermore, increasing demand for micro-producers’ output will also be encouraged for SMEs’ current operations by offering technical advice that will illustrate the benefits of doing so. To this end, techniques in cost-benefit analysis will be taught in order to help SMEs properly assess whether outsourcing some of their activities to micro-producers makes good business sense.   

The UNDP Project Team will also use the opportunity of these networking events to assist SMEs with the preparation of valuable promotional materials and business plans to help attract the attention of potential investors, both domestically and abroad. For this purpose, UNDP’s global Private Sector Development Practice Network will be engaged. This network includes brokers with expertise and connections in more than 100 countries around the globe.  

A Business Development Advisor will, with guidance from the Project Manager, lead these activities. Supporting the Business Development Advisor will be a Legal Advisor, who will assist with the complicated legal issues surrounding the creation of new business structures in BiH, as well as any legal issues associated with outsourcing current activities to micro-producers.
These initiatives are all aimed at increasing economic activity among BiH SMEs. This expected business growth will mean increased demand for inputs, and thus higher incomes for micro-producers. Where realistic, lead SMEs will be expected to increase their proportion of locally-sourced materials by at least 5% more than existing levels. Even in lieu of an increased proportion of locally-sourced inputs, the anticipated bump in production by the lead SMEs will increase their absolute demand for micro-producers’ output. 

In order to assist micro-producers with satisfying the anticipated increased demand for their output, direct in-kind assistance will be provided during the second year of the project. The Project Team will decide what assistance would be most appropriate. For example, seeds may be provided to farmers to help increase production. Small equipment needed to improve the quality of products and protective clothing to improve working conditions is also possible benefits.  

	Justification



	Significant latent potential for increased business activity and employment generation exists in BiH. This sub-activity has been designed to help unleash that potential. 

	Partners



	· SMEs

· Municipalities 

· Micro-producers



	Beneficiaries



	· SMEs

· Municipalities

· Micro-producers


	Expected Results



	1.
	Increased economic activity that increases or at least sustains employment in participating SMEs.

	2.
	Incomes of micro-producers increased.

	Indicators



	1.
	At least five partnerships or joint ventures created

	2.
	At least five partnerships or joint ventures operating

	3.
	At least 50 micro-producers received direct in-kind support

	Synergies:

	· This sub-activity will be most directly linked to sub-activity 1.1.

	Activity’s Budget



	Year 1
	Year 2
	Total
	

	172,440
	124,000
	296,440
	

	Main Risks



	1. Lack of participation by SMEs at networking events. 
	Type of Risk: Operational

	
	Impact: Medium

	
	Probability: Medium

	
	Proximity: Close

	
	Countermeasures:

Reduction: SMEs in the target municipalities will be informed of these events during the SME mapping phase, thus achieving a synergy with the awareness-raising campaign that will already be underway. This will reduce costs and decrease the risk of insufficient participation. 

	2. Complications arising from bureaucratic obstacles to creating new partnerships/joint ventures. 
	Type of Risk: Operational

	
	Impact: High

	
	Probability: Medium

	
	Proximity: Close

	
	Countermeasures:

Reduction: A legal advisor will be engaged to reduce the difficulties faced by SMEs when dealing with such issues. 

	3. SMEs’ increased input requirements not satisfied by local micro-producers

	Type of Risk: Operational 

	
	Impact: High

	
	Probability: Low

	
	Proximity: Close

	
	Countermeasures:

Reduction: SMEs will be selected for participation based on their potential for sourcing inputs from local micro-producers. Furthermore, SMEs will be expected to explicitly agree to target local micro-producers for their increased input requirements.  

	Monitoring



	The monitoring will be performed at two levels: activity and project. At the activity level, the UNDP Project Team will monitor the implementation of the activities and sub-activities against the targets set at annual level, providing the project board and other stakeholders with information on whether progress is being made towards achieving activity’s objectives. In this regard, monitoring represents a continuous assessment of the activity’s implementation. Furthermore, activity progress monitoring will alert the Project Manager to actual and potential weaknesses, problems and shortcomings before it is too late to act. This will provide the Project Manager with the opportunity to make timely adjustments and to take corrective actions to improve the approach, work plan and implementation strategies.

At the project level, the UNDP Project Team will monitor the progress of the activity against the expected results and the respective indicators. Monitoring requirements will include providing regular feedback to enhance the ongoing learning experience and to improve the planning process and effectiveness of interventions, enabling the Project Team to identify and reinforce initial positive results, strengths and successes.  Monitoring exercises will check on the condition of target groups, and changes brought about by project’s activities. In this regard, monitoring will assists project management by checking whether the project continues to be relevant to the target group, and whether assumptions are still valid. In addition, proper monitoring will show donors and local stakeholders that the project is being responsibly and effectively implemented. 

Monitoring actions will be undertaken throughout the lifetime of the project. Ad hoc evaluation research might be needed if unexpected problems arise for which planned monitoring activities cannot generate sufficient information, or if socio economic or environmental conditions change drastically in the target area. 

Project monitoring will be carried out by the Project Team and relevant local stakeholders.

UNDP’s Project Team will commence monitoring whether the companies are in compliance with the requirement to maximise sourcing from local micro-producers during Year 2 of the VCE’s lifetime.

	Communication Plan



	The communication on new partnerships will be delivered by SME’s with emphasis on UNDP facilitating role.  The local authorities will disseminate information on assistance to the individual producers through local media. 


	Sub-activity Name: 
	PPP value chain strengthening Project  
	Sub-activity Code:
	3.2

	Description and Approach



	Upon review of the mapping and research performed under sub-activity 1.1, and through the idea-generating exercises undertaken in sub-activity 3.1, a public-private-partnership (PPP) project will be selected. This project will be selected based on its feasibility as a mechanism to strengthen a value chain. A business consulting firm will be engaged to undertake relevant feasibility and research studies. 

It is also foreseen that this project will directly create jobs. The project will be selected not later than six months after the VCE begins. Potential options are:

•
start up centre for value-chain support service activities;

•
centre for new product development; 
•
distribution centre developed through partnership between municipalities and lead companies. 
The third option is the preferred one, but other options will be considered as well based upon the real needs identified in the inception phase, and the willingness of private sector companies and local authorities to support their implementation. 
The selected PPP concept will be developed and implemented through a cooperative effort including the relevant VCE municipality, one or more lead SMEs, and the Project Team. Municipality representatives will lead the intiative and will take primary responsibility for ensuring that the project will have a direct, positive, income-generating impact on local micro-producers. 
The lead SME’s mentioned throughout the project document will have to express strong commitment to endogenous growth, support to local community development, and have a competitive product with an already established market share.  For example, companies such as Vispak, Dedic, Latea, Pak Centar, or large retail operators may represent lead SME’s and buyers for agriculture products (as per criteria that will be further developed, outlined in the Annex B of this Project document). 
This project will differ from the ventures discussed in sub-activity 3.1 in a few key ways. First, it must be a municipality-led PPP. While this is certainly a possible modality for the initiatives under sub-activity 3.1, it is not mandatory. Second, while the leaders of the ventures in sub-activity 3.1 will be the SMEs, municipalities will be the drivers behind this project. Finally, while the VCE will offer full technical support to the initiatives in both sub-activities, the VCE will only provide financing support for this project. 
The Project will support PPP policy-making events, such as state level or regional conferences, providing for sustainability and a better legal framework for the future PPP interventions.

	Justification



	Developing partnerships between municipalities and the private sector is an important modality for achieving the maximum contribution to development from local businesses. All of the potential projects represent a way to strengthen a value chain, while at the same time supporting several beneficiaries (SMEs).

	Partners



	·  Municipalities
· SMEs

	Beneficiaries



	· SMEs

· Micro-producers


	Expected Results



	1.
	Increased ability of SMEs to access untapped domestic and export markets.  

	Indicators



	1.
	One project strengthening a value-chain and creating jobs implemented.

	Synergies:

	· This sub-activity is linked to all other sub-activities, especially 1.1 and 3.1

	Activity’s Budget



	Year 1
	Year 2
	Total
	

	185,600
	79,400
	265,000
	

	Main Risks



	1. Lack of interest by municipalities
	Type of Risk: Operational

	
	Impact: High

	
	Probability: Low

	
	Proximity: Close

	
	Countermeasures:

Reduction: A pre-requisite for participation in the VCE on the part of municipalities is signing an MoU explicitly declaring interest in all of the project’s activities.

	2. Problems with implementation
	Type of Risk: Operational

	
	Impact: High

	
	Probability: Medium

	
	Proximity: Close

	
	Countermeasures:

Reduction: The Project Team will work closely with the relevant SMEs and municipal authorities to ensure that the initiative runs as smoothly as possible.  Furthermore, the Legal Advisor will be engaged to assist with legal issues. 

	Monitoring



	The monitoring will be performed at two levels: activity and project. At the activity level, the UNDP Project Team will monitor the implementation of the activities and sub-activities against the targets set at annual level, providing the project board and other stakeholders with information on whether progress is being made towards achieving activity’s objectives. In this regard, monitoring represents a continuous assessment of the activity’s implementation. Furthermore, activity progress monitoring will alert the Project Manager to actual and potential weaknesses, problems and shortcomings before it is too late to act. This will provide the Project Manager with the opportunity to make timely adjustments and to take corrective actions to improve the approach, work plan and implementation strategies.

At the project level, the UNDP Project Team will monitor the progress of the activity against the expected results and the respective indicators. Monitoring requirements will include providing regular feedback to enhance the ongoing learning experience and to improve the planning process and effectiveness of interventions, enabling the Project Team to identify and reinforce initial positive results, strengths and successes.  Monitoring exercises will check on the condition of target groups, and changes brought about by project’s activities. In this regard, monitoring will assists project management by checking whether the project continues to be relevant to the target group, and whether assumptions are still valid. In addition, proper monitoring will show donors and local stakeholders that the project is being responsibly and effectively implemented. 

Monitoring actions will be undertaken throughout the lifetime of the project. Ad hoc evaluation research might be needed if unexpected problems arise for which planned monitoring activities cannot generate sufficient information, or if socio economic or environmental conditions change drastically in the target area. 

Project monitoring will be carried out by the Project Team and relevant local stakeholders.

In addition, agricultural micro-producers will be supported with the development of one collection centre, possibly with refrigeration. The facility will be managed by a legally established cooperative. Assistance in this respect will be provided only if the feasibility of such enterprises is confirmed through a feasibility study.


	Communication Plan



	The communication plan for this particular sub-activity will be designed in cooperation with local community, but not before the PPP Project is sucesffuly launched.  Press conference and news media will be invited to the opening of the new Distribution/Processing facility. 


X. Annex B – Selection of Beneficiaries 
There are three groups of beneficiaries in this project, covering all of Porter’s value chain elements: inbound logistics, operations, marketing and outbound logistics.

The first group of beneficiaries, small and medium-sized companies, will be selected for integration into value chains on the basis of their readiness to implement business process reform, their employment generation potential, and relevance to the respective value chains. Companies will be selected based upon a detailed set of criteria which will be determined on the basis of a demand analysis. In deciding upon the beneficiary companies, consideration will also be given to the following issues:   

· Businesses run by, or employing relatively greater numbers of women  will be favoured;

· Businesses interested in learning about the protection of the environment;

· The business should be led by a manager with vision and determination, who is willing to operate transparently and adopt new practices and ideas; 

· Every company to be considered as a beneficiary of this Project will have to provide information on their problems and priorities, with an explanation as to why they believe that the problems they stated are the key business priorities to be resolved and what they expect from this project; 

· Each company will have to list their key suppliers and buyers, in order to determine to which degree the company already participates in the value chain, and in what capacity (e.g. leader of or contributor to the chain);

· Each company will be expected to present a list of their ideas regarding how they would cooperate with smaller companies and micro-producers, how they envisage their business growth going forward, how they will increase the participation of women in economic activities, and how environmental concerns have been addressed; 

· Each company will be expected to provide financial statements (income statement, balance sheet, and cash-flow statement if available) during the pre-selection phase.
The second group of beneficiaries, Government and Government Institutions, will be both partners and beneficiaries. The institutions have been pre-selected given their unique mandates for supporting BiH SMEs. Municipalities will be given the opportunity to apply for inclusion into the VCE. Municipalities in the Greater Sarajevo Area will be contacted to determine their level of interest, and their willingness to agree to support the gender and environmental dimensions of the intervention. Furthermore, willingness to enter into a co-financing arrangement will be viewed favourably.  
The third group of beneficiaries, the self-employed and individual micro-producers will be assisted in value chain integration after the results of the inception phase indicate the most effective and feasible mechanism of assistance, and based upon their readiness to participate in the formal economy and forge partnerships.  

XI. Annex C - Risk Log
	Project Title: 
Value Chains for Employment
	Award ID:
	Date: 01.04.2009


	#
	Description
	Date Identified
	Type
	Impact &

Probability
	Countermeasures / Mngt response
	Owner
	Submitted, updated by

	1
	Insufficient sourcing of inputs by SMEs from micro-producers
	01.04.2009.
	Operational 


	This risk would undermine the most important poverty-reducing element of the project.

P = 2

I = 5
	Reduction

· Lead SME criteria will require commitment to increasing micro-producer sourcing. 

· Value chains will be chosen based on potential for micro-producer inclusion.

· Activity 3 ventures will only be supported if they incorporate significant micro-producer sourcing

· Direct assistance to be provided to micro-producers to enable them to satisfy increased demand.

· The issue will be a focus of project monitoring.
	Project Manager
	

	2
	Women excluded from project benefits
	01.04.2009
	Operational 


	This risk would cause the unintended consequence of reinforcing gender inequality.

P = 2

I = 5 
	Reduction

· Gender dimension incorporated throughout project, wherever reasonable. 

· SME selection criteria will be biased in favour of firms run by, or employing more women

· Issue will be a focus of project monitoring
	Project Manager
	

	3
	New business initiatives cause environmental damage
	01.04.2009
	Environmental
	This risk would cause the expected growth to be unsustainable – representing project failure.

P = 2

I = 5
	Reduction

· SME selection criteria will include provision that environmental concerns are taken into consideration. 

· Activity 3 ventures will only be supported if they incorporate an assessment proving no deleterious environmental effects

· Issue will be a focus of project monitoring


	Project Manager
	

	4
	Export markets closed due to global financial crisis 
	01.04.2009
	Operational
	This risk would cause insufficient demand for BiH exports, meaning a weak link in the value chain. This would negatively impact SME sales, employment, and demand for micro-producer output.

P = 3

I = 4
	Reduction

· Market demand research will take this into consideration when targeting best opportunities. 

· If export markets are not available, greater focus can be shifted to the domestic market, especially opportunities for import substitution.


	Project Manager
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Name of project:  Value Chains for Employment strengthened and livelihoods improved

Contract number:

The other Party:  UNDP Project period:

UNDP Project Number: from:

Currency of the contribution: US$ to:

Minister's contribution (in US$): 

Received contribution (in US$):

1. BUDGET

Budget for all 

years

Amount spent during 

reporting period

Budget remaining

USD USD USD

a b c = a - b

ACTIVITY1

Untapped market potential identified within the targeted sectors for SMEs in 

the Central BiH region  

348,080.00 348,080.00

ACTIVITY2 Enhanced quality of products in selected value chains

588,040.00 588,040.00

ACTIVITY3

Strenghtened Competitiveness of SME's in selected sectorial value chains 

in Central BiH 

561,440.00 561,440.00

ACTIVITY4 Employment opportunities increased in the region;

356,273.00 356,273.00

UNDP General Management Support (7%)

129,768.31 129,768.31

1,983,601.31 0.00 1,983,601.31

DATE, Signature by Contractor

Budget item



TOTAL
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Project Management


UNDP Project Manager








Project Board





Senior Users


Ministry for Foreign Trade and Economic Relations (MoFTER) 








Executive


UNDP  





Senior Supplier


UNDP  














Project Assurance


UNDP Programme Officer











Project Support


UNDP Project Assistant








Project Organisation Structure





PROJECT TEAM


 Full Time


Marketing Specialist


Business Development Advisor


Standards and Certification Advisor


Part time


Legal Expert


CSR Advisor








Total resources required	 	 USD 1,983,601 





Total allocated resources:	_________


Regular		_________


Other:


Government of the Netherlands	  USD 1,983,601


Government		_________


Unfunded budget:	_________





In-kind Contributions	TBC





Project Period:	22 months





Key Result Area	Achieving the MDGs and 


	reducing human poverty


Atlas Award ID:	BIH10/00057201


Atlas Project ID:	BIH10/00070578


Start date:	June 1, 2009


End Date	March 31, 2011





PAC Meeting Date:	mid May


Management Arrangements	Direct implementation





Brief Description


The aim of this project is to improve the livelihoods of the people of Bosnia and Herzegovina, and specifically in the wider Sarajevo region, by producing new value, generating employment and incomes, and sustaining those currently in place. The proposed modality is the support to the creation of new value-added chains, and the strengthening of those that are currently operating in agriculture and related food processing industries, and in particular: fruit production, dairy processing and diversification of vegetable offerings. With the support of BiH authorities, and namely: State Veterinary Office, Food Safety Agency, Institute for Standardization, Export Promotion Agency, and municipal authorities, who will receive capacity development assistance, this will enable small and medium-sized enterprises (SMEs) to increase their domestic and export market shares, production, and employment. Furthermore, it will provide a mechanism through which micro-producers (those that supply the SMEs; e.g. individual farmers) may increase their participation in economic activity. Through the symbiotic relationship between SMEs and micro-producers, incomes and employment will be increased, and poverty will be reduced. 



































� The Labour Force Survey, 2008


� Official CBBH data for the first three months of 2009 indicates 1.5% decrease in economic growth; World Bank estimates 2-3% economic growth decrease in 2009 for the SEE region;   


� Official estimates, Central Bank of BiH, 2006


� EURED SME Draft Strategy, 2006


� Ministry of Foreign Trade and Relations, Action Plan 2008, Analyses of export and import per sectors, and in numbers;
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