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Executive Summary 
The project is to formulate the Private Sector Development Strategy of Iraq (2014-2030) (PSDS), to support the GoI in implementing the PSDS at the transitional period until an official entity in charge of PSDS is established.

The first draft document of the PSDS was initially circulated in January 2013, as the output of a partnership between the Prime Minister’s Advisory Commission (Task Force for Economic Reform/TFER) and participating members from the UN Country Team, specifically the UNDP, the International Labour Organization, the United Nations Industrial Development Organization, the Food and Agriculture Organization, UN Habitat, UNIFEM and the United Nations Office for Project Services.

In 2013, UNDP continuously supported GoI in the efforts to finalize the PSDS. In January, 2014, UNDP organized the final consultation meeting with the GoI and the private sector to finalize the PSDS. Based on this consultation meeting, the final draft, reflecting the feedbacks during the consultation meeting, was circulated to the key stakeholders in February. TFER and UNDP finalized the PSDS with the vision of; 
"Developing a viable and thriving national private sector that is regionally competitive and globally integrated, led by the business community, which contributes to economic diversification, sustainable development and job creation." 

The PSDS is a road map for the Government and private sector, so as to stimulate, diversify and make fundamental changes to the national economy that will improve the business environment under which the private sector works.  The Government will achieve the objectives of the PSDS using a three-pronged approach: the Three Development Pillars:

· Pillar I : Understanding the Private Sector

· Pillar II: Improving the Business Environment

· Pillar III The SME Development Programme

· Pillar IV, The Implementation Pillar, all work for the three development pillars will be initiated;

A Private Sector Development Council (PSDC) will be established, made up of government

and private sector representatives, to serve as a management oversight body and a platform for

dialogue and coordination of the activities set forth in the PSDS.  GoI will take the lead role with implementing the PSDS. Over a period of years, the lead role will be transferred to the private sector, and whenever possible, decentralized approaches will be applied to the PSDS implementation and will achieve the objectives of the PSDS. 

The PSDS will be implemented in three phases with success indicators expected for each PSDS phases.

· Phase One -2014-2017 - Government-led

· Phase Two -2018-2022 - Government-led
· Phase Three - 2023-2030 - Private sector-led.

Context 
Depending on the importance of the private sector and the need to support its development emerged in the past years as a major and urgent requirement to ensure economic and social growth as well as peace and stability in Iraq. National Development Plan (NDP) for 2010-2014 recognizes this role emphasizing as a key challenge faced by private sector the ‘lack of clarity on the private sector’s role in effective development’ and the need to address this challenge as success factor for Iraqi wellbeing. 
Furthermore UNDAF 2011-2014 states this commitment by dedicating special attention to the role of the private sector and empowerment of civil society, with particular attention to women, children, youth, and the most vulnerable. And the project meets UNDAF key result area on restoring the Foundations for Development (CPAP outcome and output) and it addresses priority #2 on Inclusive, more equitable and sustainable economic growth, under the UNDAF as well as the CPD 2011-2014.

The PSDS aiming to create a proactive responsible private sector, also enhance the contribution of businesses to the MDGs; in view of the approaching end of MDGs timeframe (2015) and the ongoing efforts by the international community to define a post-2015 development agenda in line with the Rio+20 outcomes focused on sustainable development. Strengthening the Iraqi private sector will help integrating Iraqi economic players into this global framework of action, with benefits both at country and international level.
The PSDS will provide a road map for the Government of Iraq, to follow over the period of 2014-2030; PSDS implementation will lead to score higher on international indices that measure Iraq’s business environment, also implementing PSDS will work on private sector in Iraq to become more productive, more competitive, and able to provide an increasingly larger number of new job opportunities to Iraq’s work force.

Implementation of the PSDS will allow GoI to find solutions that address the priority needs of the business community and to diversify the economy for its inclusive growth. And gradually, the implementation role of PSDS will be transferred to the private sector in Iraq.

a. The Government of Iraq will achieve the objectives of the Strategy using a three-pronged approach:  a. Understanding Iraq’s Private Sector

b. Improving Iraq’s Business Environment

c. The SME Support Programme

The fourth approach will carry out the work on the three development pillars; the objective of this project is to support GoI establishing the enabling, predictable, easy business environment for the Private Sector development of Iraq. 

MDG(s) being addressed in the PSDS:


Goal 1: Eradicate extreme poverty and hunger

Goal 3: Promote gender equality and empower women

Goal 7: Ensure environmental sustainability

Goal 8: Develop global partnerships for development 

National Development Plan goal(s) being addressed in PSDS:


· Enhancing the Private Sector’s Developmental Role

· Partnership between the Private and Public Sectors

· Promoting an Environment that Encourages Investment

· Strengthening the Private Sector’s Role in Regional Development
Implementation Progress 
As a cumulative outcome, the Private Sector Development Strategy of Iraq was developed, including inputs from Iraqi businesses and to be finalized in consultation with the Government, the Iraqi Private Sector, and international development partners, which will contribute to an efficient, predictable and transparent business enabling environment that will eventually lead to economic growth, diversification and job creation in Iraq. 
The following actions to be achieved for the project. 1 was achieved during the 1st Quarter and the rest will be implemented during the rest of the year. The first action for the 2nd Quarter will be to achieve an official endorsement on the PSDS by the Council of Ministers: 
1. Facilitate the consultation process among the GoI, the Private Sector and the international community to endorse the PSDS which includes the communication tools to the public after endorsement.
2. Support the establishment of Private Sector Development Council (PSDC) to implement the PSDS starting from priority areas and provide the monitoring function.
3. Support the establishment of SME agency by providing necessary capacity building.
4. Provide follow up supports including minimum contributions to PSDP-I downstream activities if required, including capacity development supports to the Micro Financial Institutions and to downstream implementing partners.
For the above mentioned, a roundtable meetings were held in Amman Jordan, from 25-27 January 2014, to review the Private Sector Development Strategy of Iraq (PSDS). The meeting was attended by the Chairman of the Prime Minister’s Advisory Commission, the Deputy Country Director of the United Nations Development Programme for Iraq and senior representatives from the Government, Iraq’s private sector and from the United Nations (UNDP, UNIDO). 
Statements and presentations on the PSDS were made to the plenary session by the UNDP senior representative, the programme manager and experts on private sector development. The presentations described the PSDS vision, objectives of the four pillars of the PSDS and the specific activities proposed to reach those objectives. 
Throughout the plenary sessions, there was an active exchange, with questions and comments from the participants. On the following day, the participants broke into two working groups to study the PSDS in detail and to offer back suggestions for improving the PSDS. 
During the final plenary session, a consensus was reached between the participants from the Government and the private sector that the PSDS offered a cogent and comprehensive strategy and that the objectives and activities were well designed and should be implemented as a national priority.  Some suggestions were offered by the participants for improving the text of the PSDS, particularly addressing the baseline of the economic indicators, enhancing the decentralized approach, stressing private sector's social and environmental responsibility, more inclusive description of clarifying the strategy to support all private sector, and better aligning with the NDP 2013-2017. These were discussed and agreed upon by the participants and will appear in the final draft of the PSDS. 
In the closing statements by representatives from the Government, UNDP and the private sector, the following items were tabled and endorsed by the participants of the Roundtable: 
· UNDP would review the comments from the participants at the Roundtable and incorporate them into a final draft PSDS to be submitted to the Government in an English language version by 31 January and in a completed Arabic language version by 9 February 2014. 
· UNDP would prepare a draft Implementation Plan programme document for continued UNDP support. 
· As funds in the Federal Budget 2014 were already committed, the Government will consider separate extra-budgetary funding from the "Allocations for Cost - Sharing with International Organizations" to allow the PSDS to initiate some activities in the 2014 and bridge the period until Federal Budget funds could become available. 
· UNDP Iraq pledged USD 100,000 as seed funding for immediate follow-up of the PSDS roundtable agreements, to reflect UNDP’s commitment to its continued partnership with the Government on private sector development. 
· The Chairman of the PMAC stated that he would review and endorse the draft final PSDS, will submit to CoMSec to initiate the process of CoM endorsement and will discuss with the senior-most levels of the Government and private sector to explore in what manner the Government could provide prompt support to begin an initial PSDS roll out in 2014.
Challenges  

The project implemented under the Inclusive Growth and Private Sector Sub-Cluster under the Economic Recovery and Poverty alleviation Pillar (ERPAP). 

One of the challenges facing the project is the communication with GoI and private sector entities sometimes ineffective according to the security situation and the large number of official holidays , which caused the delay in achieving the goals on time. Also, the slow response of GoI and the private sector in providing inputs which was changed the timeline of project work plan.   

The second challenge is the time required for certain operational procedures at UN level and the operational arrangements for the UNDP staff. 

The main implementation challenges from an operational point of view, is the difficulty and impossibility to work side by side with beneficiaries located in the Red Zone of Baghdad. Security restrictions and extremely limited number of Red Zone movements made it difficult to travel to field locations and to organize meetings with Iraqi counterparts and to interact with UNGC Iraq Local Network and Steering Committee members on the ground outside the International Zone. The complicated procedures for getting Iraqi counterparts into the International Zone and the limited number of escorts available to handle visitors' requests caused more problems and delays.

Some risks identified in the project implementation: 
- The political affiliation of key Government counterparts, which materialized especially at local level where in some cases the counterparts delayed or impeded activities for political reasons.

UNDP team, in coordination with GoI, CoR, Private Sector Representative, Civil Society Leaders, had to first support the endorsement of the PSDS by the CoM and second to adopt and implement the Private Sector Laws by CoR. 

- Insufficient commitment or inability by the GoI to pursue the process of reforms initiated by the programme (being the goal of PSDS to put in place a process of reforms for private sector development, full achievement can only rely on GoI’s willingness and ability to adopt and implement those reforms, which is still unclear as legislative processes in Iraq are long and involve a large range of actors). For this reason the UNDP team is working closely with GoI and Private Sector Entities counterparts for following up and pushing for adopting and implementing these reforms.

- Security situation (as envisaged, progresses in the programme implementation were undermined by the volatile security situation, which often led to changes and re-planning of the activities).

This situation led the UNDP team to authorize the programme coordinator to meet Private Sector Counterparts in any convenient time and place.  

- Continuous postponement of the consultative meetings of the program by some of GoI partners, which caused a delay of many of the programme outcomes. UNDP addressed this through continuous communication and coordination with GoI counterparts; as a result, many valuable and fruitful meetings have been conducted. 
Issues
Due to the security situation in Baghdad, the project team couldn`t gather the GoI, NGOs, Line Ministries Representatives, Local and International Business Associations and Business Women. So that UNDP held a roundtable meeting in Amman gathering all stakeholders in onetime and place to facilitate the consultation process among the GoI, the Private Sector and the international community includes wide range of female stakeholders to endorse the PSDS.
Due to the security situation for steering committee meeting regularly in PMAC and the hard procedure of IZ access, and also inconsistent  steering committee members and the non-elected representative of the Local Network,. the Steering Committee couldn`t play the active role in supporting the activities of the Network, managing relationships with government and other stakeholders, coordinating communication with Network members, or providing support to the companies  upon their engagement in the Local Network.
UNDP in coordination with GoI and International Communications and Oil Companies providing support to the local private sector by working on establishing the first Corporate Social Responsibility (CSR) and to provide a platform for multi-stakeholder dialogue and business collective action. Through the UNGC and CSR, the Iraqi private sector can work towards achieving international standards of sustainable business and enhance its role as partner in the development agenda. The Network became a key business counterpart for the Private Sector Development Strategy of Iraq and will be used for future consultation to enhance and implement the strategy.
Based on the draft Private Sector Development Strategy of Iraq (PSDS) and as a cumulative result of PSDP-I, the project will further support GoI to finalize the PSDS in consultation with the Private Sector and international communities as well as to establish the good governance of implementing the strategy in key focused areas by establishing the PSC and SME agency for enhancing SMEs. The consultative process leading to the endorsement of the PSDS will aim to be fully inclusive to engage different groups of private sector stakeholders, with particular attention to women. 
Lessons Learned 
In terms of relations with the GoI, the PSDS was implemented through a management mechanism agreed upon with the GoI that aims to strengthen the country’s ownership in the process of reforms for private sector development. PSDS’s activities are identified, planned for and regularly reviewed in a joint work plan with the Programme Management Team (PMT). All activities were planned for and implemented in close consultation with the relevant GoI bodies and other stakeholders by order of the Council of Minister Secretariat (COMSEC) and UNDP. This management mechanism has been very successful.

The Integrated Management Structure of PSDS was introduced building upon the joint capacity and coordination of UNDP team that was present physically in Baghdad. PSDS team was working under the overall coordination of the UNDP Programme Director who has Physical presence in Baghdad and other locations on the ground. The programme team proved to be an essential element for proper coordination of joint activities and constant follow-up with relevant counterparts. The presence of the UNDP team in Baghdad was to ensure effective interaction and participation of our main partners, PMAC, MoP, Private Sector Representatives to ensure achievement of the outcomes of this programme, mainly those related to the social dialogue issues, especially their roles in the establishment of the Corporate Social Responsibility CSR. 
Another lesson learnt is the establishment of partnerships with relevant organizations and donors emerged to cope with challenges such as unexpected inability  or withdrawal by organizations assigned initially to conduct the planned activities, Even if not planned in the project design these partnerships, such as the partnership established by UNDP with the USAID, served to advance progress towards common goals. 
Closer cooperation with the private sector through established mechanisms such as the UNGC Local Network for Iraqi Private Sector and MoU with Shell are also recommended to be pursued and enhanced in other similar projects aimed to private sector development.
Dealing with the security situation, especially in terms of movement for UN programme team which caused limited interactions with local counterparts, were solved to some extent by recruiting more national staff instead of international ones, as originally planned. This proofed to be a useful practice for the assignment where national staff whereas in a better position to move forward PSDS activities through closer coordination with local government and private sector counterparts.

The timeframe of major institutional changes sought for in PSDS proved unrealistic for a country suffering from great degrees of political instability, poor capacities, and where the interaction with the Iraqi counterparts is severely restrained by restrictions of movement. In some cases, the rationale for some of the reforms and bylaws proposed could have been discussed more in depth and agreed upon in clearer terms, if time had allowed it. Some institutions did not fully buy-in from the start, and consequently did not take the lead of the proposed reforms, leaving these policies and bylaws mid-way.
Future Plans
PSDS will enhance collaborative decision-making by streamlining the sharing and timely exchange of information among UNDP and GoI, Line Ministries and Private Sector Entities to facilitate a real multiple dialogue on policy issues.

In coordination with PMAC and directly working with MoP, the UNDP team will adopt the designing and printing of the finalized PSDS in MoP-CSO printing press to print more than 200 copies of English and Arabic versions of the PSDS. 

Coordination and management arrangements in multi-administrative efforts of several counterparts should be given close attention, especially when the programme is operating at a number of levels, and when it involves many institutions and stakeholders. The participating institutions should ensure that appropriate work arrangements are made to improve the implementation.  It is also important to note that such projects should operate with less ambition and more realistic expectations, even if this requires a longer inception/preparation period. This would allow for a better understanding of the context and for more realistic expectations in terms of project impacts.

One of the recommended issues, that similar programs in Iraq make use of a larger number of national staff, recruited and trained since the programme inception, while a limited number of international experts can be deployed for ad hoc activities on the ground.

Institutional and legislative changes have to be understood, owned and politically committed to by the national and provincial decision makers, before drafts of Policies and Laws can be successfully implemented. This can be achieved when there is direct and regular interaction with decision makers and when well-connected National staff assists in the liaison.

Financial Section: 
Note: All financial data presented in this report are provisional. From UNDP Bureau of Management/Office of Finance and Administration, an annual certified financial statement as of 31 December will be submitted every year no later than 30 June of the following year.
Table 1: Funding Overview
	Donor
	Commitment
(Currency of the Agreement)
	Received
(Currency of the Agreement)
	Received (USD)
	UNORE
	Balance 
(Currency of the Agreement)

	TRAC
	USD 100,000
	
	USD 100,000
	
	-

	
	
	
	
	
	

	Total
	
	
	USD100,000
	
	


The table on funding overview will cover funding since inception of the project, and will include only those contributions for which legal basis i.e. agreement/ letters exchange, exist.   Column 1:  will include the name of the donor, with a new adjacent cell created for every different agreement signed with the same donor.  Column 2, commitment, will include the amount of the commitment as stated in the agreement in the same currency as in the agreement.  Column 3: shows the amount of the money received against every commitment. If the currency in the agreement is denominated in USD, this slot can be left blank.  Column 4: provides for the US equivalent of the received amount of the local currency, with Column 5: providing the United Nations Operational Rate of Exchange at the date of the receipt of funds. Column 6: provides for the balance of the contribution expected to be received from the donor.  This is arrived at through subtraction of total received amount from the commitments.
Table 2: Expenditure Status (by activity)
	Activity
	Budget 

(A)
	Donor
	Cumulative Expenditure Status at
[31 March 2014]
	Expenditure in Reporting Quarter
	Quarter Total Expenditure

(F=D+E)
	Total Expenditure

(G=B+C+F)


	Budget

Balance

(H=A-G)
	Delivery

Rate

(% I =G/A)

	
	
	
	Commitment

(B)
	-Expenses + full asset cost
(C)
	Commitment

(D)
	 Expenses + full asset cost
(E)
	
	
	
	

	
	100,000
	12
	0
	0
	
	68,962.85
	68,962.85
	68,962.85
	31,037.15
	69%

	Total
	
	
	
	
	
	
	68,962.85
	68,962.85
	31,037.15
	69%


With regards, to GMS, projects should reflect only ATLAS records as GMS is expected to be posted on time this year.  Columns 1, 2 and 3 which respectively indicate activity, budget and donor of the project reflect the planned budget as in the AWP.  Column 4/5, which indicates Expenditure Status at date of closure of the last reporting phase, will show commitments and disbursement   up to that point. It is advised to use the IPSAS project resource management reports - fund resource overview; project resource overview; project budget balance; project transaction detail. This section has been re-aligned with these reports to make the reporting meaningful and easy.  Commitments are the written contractual obligations which the project has signed out, while disbursements indicate the amount of money which was actually paid for the obligations. In UNDP corporate terms: OPEN REPORTED COMMITMENTS as at the reporting period ARE UNRECEIPTED POs ONLY.    Columns 6/7 similarly indicate commitments and disbursements, however only for the reporting quarter.  Column 8, Quarterly expenditure, will sum up the commitments and disbursements in the reporting quarter.  Column 9, on total expenditures will add the quarter expenditure (column 8) to the expenditure status at the end of the last reporting quarter (columns 4/5).  Column 10, the Balance, is arrived at through subtracting, total expenditure (column 9), from the budget (column 2).  Finally the last column, Column 11, delivery, will be expressed in percentage terms, and is calculated by dividing total expenditure (column 9) by the budget (column2). 
Table 3: Expenditure Status (by donor)
	Donor
	Budget
	Activity
	Expenditure Status at
[Date]
	Expenditure in Reporting
 Quarter
	Quarter Expenditure
	Total Expenditure
	Balance
	Delivery

	
	
	
	Commitment
	Disbursement
	Commitment
	Disbursement
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	GMS
	
	
	
	
	
	
	
	
	
	

	Total
	
	
	
	
	
	
	
	
	
	


The explanation under this section is similar to the above section, however here the difference is that on this table expenditure is categorized as per source of funding/donor.

Annexes
Annex I:  Performance Tracking Matrix
	Result/Goals
	Performance Indicators
	Baseline Info
	Performance Benchmark and Targets 
	Implementation Progress in reporting quarter

	Private Sector Development Strategy of Iraq (PSDS) established and its associated action plans initiated with optimal institutional arrangement
	Number of Inclusive consultations to refine the PSDS; PSD strategy endorsed; Action Plan Endorsed; Institutional arrangement in place for implementation of PSD Strategy  
	No PS Strategy endorsed by GOI (a draft is available but not endorsed)
	At least 2 meetings/workshops taking place in a participatory process 
PSDS endorsed through wide consultative mechanism  ensuring inclusive and fair representation based on  gender, geographic areas, sectors, typology of enterprises criteria 

                                         Private Sector council established for implementing the PSDS strategy 
Institutional arrangement in place with ToR                              
Project Document developed to support implementation stage
	Progress Reporting


Annex II: Risk Log: 
	Project Title: 
Support for Private Sector Development in Iraq
	Award ID: 
	Date: Dec 2013

	#
	Description
	Date Identified
	Type
	Impact and

Probability
	Countermeasures / Management response
	Owner
	Submitted, updated by
	Last Update
	Status

	1
	Endorsement of PSDS takes longer

Possible prolonged legislative process within the GoI
	Dec 2013
	Political/

Operational
	Could affect the delay of private sector development in Iraq as well as better business environment.

P = 2 / I =2
	Continuous follow up with the consultation meetings with GoI and the Private Sector with clear milestones
	Project Manager
	Project Manager
	Dec 2013
	

	2
	Due to complicated functions among relevant government authorities, establishment or assignment of a single entity in charge of PSDS implementation may create prolonged internal discussions 
	Dec 2013
	Political/

Organizational
	Could affect the project implementation schedule as well as the overall PSDS implementation

P=2 / I=2
	Continuous engagement in the senior GoI officials during the strategy formulation process to keep them aware of the importance of implementation of the strategy
	Project Manager
	Project Manager
	Dec 2013
	

	3
	Security situation in Iraq  preventing movements / meetings with the private sector
	Dec 2013
	Operational
	Could affect the project implementation schedule

P= 4 / I= 4
	Increase virtual technological platforms usage for holding meetings.
	Project Manager
	Project Manager
	Dec 2013
	

	
	
	
	
	
	
	
	
	
	


