UNITED NATIONS DEVELOPMENT PROGRAMME

COMPREHENSIVE PoLicy SUPPORT PROGRAMME TO DEVELOPMENT AGENDA OF
MACEDONIA

Brief description:

The project is designed to provide relevant and high-quality policy services to decision makers in
Macedonia. This support will be provided through a) assistance in policy formulation; b) building
analytical capacities and ¢) enhancing public policy dialogues about upcoming reforms leading to
accelerated growth, reduced poverty levels, sustainable human development and converging to
EU social and economic standards.

it will do so by supporting the preparation of the Blue Ribbon Report, National Programme for
Socio-Economic Development, regular production of National Human Development Reports,
periodic production of policy papers and strengthening national stakeholders’ capacities for
monitoring and reporting on MDGs accomplishments.

In addition, regular and ad hoc assessment of the on-going reforms, with a special attention to
their impact on gender and vulnerable groups will be prepared.




PART I. CONTEXT

Since independence in 1991, Macedonia has been in a continuous state of economic and political
transition from which it still struggles to emerge.

Political plurality came relatively quickly after the independence, although the parties remain ethnically
based, which sustains the social cleavage along ethnic lines. Despite the political pluralism and the
presence of political parties representing interests of different ethnic communities in the Executive and
Legislative institutions, a conflict along ethnic issues struck the country in 2001. Peace was reached with
the signing of the Ohrid Framework Agreement (OFA), brokered with assistance from the U.S., EU, OSCE
and NATO.

With ratification of the Stabilisation and Association Agreement on 1 April 2004, the relationships with
EU have taken a new dimension. The formal accession process was initiated with the submission of an
application for EU candidacy on 22 March 2004. Answers on the questionnaire describing the status and
upcoming reforms in the country were submitted to the European Commission on 14 February 2005.

Macedonian economy has been constantly growing with ratios below its potential. During first few
years of its transition, the economy contracted sharply and did not record positive real annual GDP
growth until 1996. At the end of the decade GDP growth rates were modest as well as the domestic
demand, while foreign investment and financial assistance were erratic. The wars in former Yugoslavia,
UN sanctions, the dispute with Greece and tension in Kosovo, all had adverse effect on foreign trade
and investment, since what is now known as Serbia and Montenegro was both a major trading partner
and an important transit route.

The economy picked up at the end of the decade, expanding by 4.3% in 1999, but the security crisis in
2001 seriously dented the economy and the real GDP contracted by 4.5%.

The United Nations Common Country Assessment (CCA) recognizes that over the course of the last
decade, economic achievements and level of social welfare still fall far short of the potentials, and the
economic growth has yet to translate fully into human development. Rising inequalities, growing
income poverty gap across the population strata and across different ethnic groups, urban and rural are
closely linked with disparities in the health status, educational level, and accessibility to other basic
social services.

Over the time, the state apparatus at various levels has become ineffective and non-transparent while
administrative reforms are still pending. The politisation of the public administration and the changes
in the administration after each election remain an important area for action by the Government if the
vision for building a competent, merit based, sustainable and efficient public administration oriented to
protect citizens’ rights and serve there needs is to be achieved.

The National Strategy for Accessing European Union elaborated on the priorities with regards to the
European integration process as the road towards a modern society with stable democracy and
developed economy. Nevertheless, requirements of the European Union for harmonization of
legislation are perceived as goals rather then as a means for successful transformation of the society.
This process is increasingly necessitating the country to develop a vision statement about its strategy
for comprehensive development which will address issues beyond EU agenda and will outline the
reforms needed to achieve its long-term objectives.

Macedonia has had several strategic frameworks, which are being managed by different Ministries (e.g.
EU accession process, Poverty Reduction Strategy, MDG campaign, National Strategy for Sustainable
Development etc) The fragmentation of the strategic responsibilities, insufficient dialogue and
coordination among sectoral ministries is mirrored in fragmentation of processes, utilization of a



diverse monitoring tools, indicators and sometimes inconsistent analytical approaches which has led to
a need for an over-arching, coherent national development framework that would reflect the long-term
sustainable development vision of the country.

Moreover, the need for enhancing capacities of the national institutions for strategic use of the wealth
of knowledge and expertise in policy and decision-making will be growing in the upcomg period when
many policy and legal reforms and changes are expected. UNDP's international experience and
expertise in the field of development, its country presence in most transition countries, access to
knowledge networks, and human approach to development can be valuable for supporting this
process.

In addition to supporting policy development processes of equal importance for full harnessing of the
provided expertise would be to ensure diligent implementation of the recommendations including
specific tools and measures for effective translation of the policies into specific measures and practices.
In that regard, UNDP will offer assistance to respective line ministries and other Government
institutions to effectively pursue the reforms and the development agenda.

Part Il. Project Strategy

All envisaged project activities adhere to UNDP Country Programme in Macedonia for 2005 -2009 and
are aimed at development and implementation of the national strategic vision for achievement of
national development goals. The policy advisory services provided through this project are meant to
offer adequate and relevant policy services to decision makers in Macedonia, to enhance the public
dialogue about reforms with the aim to reduce poverty, combat social exclusion, and achieve high
sustainable human development standards.

This project intends to promptly respond to national stakeholders’ demands for policy advisory services
by producing quality and timely policy products and fostering national dialogue, which will enable the
country to fully harness its development potentials and pursue accelerated social and economic
growth. Furthermore, the project will provide assistance for enhancing national capacities in strategic
planning and analysis while promoting sustainable human development approach.

In compliance with the principles of sustainable human development and national priorities for
achieving Millennium Development Goals, the policy advice that UNDP will provide to decision makers
can be categorized in two broad groups of policy products and service:

= Policy products, formulated in partnership with governmental and other national stakeholders
aimed at providing strategic policy support for broad development agenda of the country;

= Advocacy tools, inspired by the development debate and aimed to support a broad-based
dialogue on national, regional and global development priorities.

Events and publications will utilize UNDP best practices and lessons learned in the country and in the

region, and they will aim at the codification of the knowledge and the experiences produced during the
country programme implementation.

1. Policy products

Preparation of the Blue Ribbon Report This authoritative report will represent the “vision”
statement of the Government and is expected to contain concrete recommendations on the policies



to be pursued by the country that will address issues beyond the European integration agenda. These
recommendations will be politically neutral and the Report will provide an action plan suitable for
implementation, regardless of the outcomes of any forthcoming elections and Government
compositions. The Report will propose a set of immediate measures to be taken and also identify the
structural and regulatory policies that should be pursued over the longer term. In addition to
providing Macedonia with sound policy supportin a moment when the national policies and reforms
should be harmonized with the EU agenda, the Report, once accepted by the Government, will give
an ideal platform to mobilize national and international partners for its efforts to promote prosperity.
The Report will also be aimed to assist the country in its economic growth, improve social welfare and
fight poverty, enhance economic integration and achieve the Millennium Development Goals. The
achievement of these goals is part and parcel of the European Union accession agenda of the country.
To support these processes, the report will provide professional analysis and practical solutions to the
country.

Supporting MDGs based National Programme for Socio-Economic Development UNDP has
been requested to support the Government of Macedonia in developing a national development
programme based on its commitment to achieve the Millennium Development Goals guiding the
country towards EU accession.

This programme will aim at promoting a comprehensive understanding of poverty and social
exclusion in all its dimensions and at building a broad consensus on national development priorities
and actions through a consultation process including relevant ministries in the government, elected
representatives, local authorities and civil society.

National Programme for Socio-Economic Development will support the EU accession process by
promoting a set of indicators to monitor the country’s progress towards the achievement of its
development goals and to develop informed and tailored policy responses aiming at poverty
reduction and social inclusion.

While reinforcing the Governments capacity for strategic guidance on the central level, it will also
support and promote, as part of UNDP’s support to the ongoing decentralization reform program,
development planning initiatives in municipalities to strengthen ownership of development
processes on the local level and to allow better targeting of vulnerable groups.

Production of National Human Development Reports (NHDRs). NHDRs will be regularly produced
to provide an in-depth analysis of issues of a particular relevance for Macedonia, focusing on the
reforms’ impact on human development in the country throughout the transition period. The reports
will be prepared by UNDP in collaboration with the most prominent national think tanks, NGOs, and
public institutions. The activities will not be limited to the publication of the reports, but they will
include also capacity building (e.g. workshops, training and international consultancy) for national
experts and institutions for quantitative and qualitative research and analysis in the human
development field, and according to human development methodologies.

Advocacy tools for promoting development agenda

To support the preparation of the above-mentioned products, UNDP will continuously work on
monitoring of development policies and encouraging discussions on topical and strategic issues, with
preparation of periodic thematic papers, which will be also based on collected information and
knowledge acquired by UNDP through implementation of various project. Whenever feasible, UNDP
will respond to requests for policy advice from governmental counterparts. For that purpose, a
number of methodological instruments and tools will be applied to ensure sufficiency, quality and
reliability of data and information which will feed the relevant analysis and policy advisory processes.
This will include also provision of top notch expertise.



More specifically, this set of activities will be pursued through:

e Ad hoc surveys and periodic policy papers, which will be developed in cooperation with
national and international think tanks and NGOs to focus the analysis and to contribute to
the debate on specific issues (e.g. laws to be passed in Parliament, main political events, living
conditions of the most vulnerable groups such as Roma etc.);

e Public fora will be promoted to enhance the national policy dialogue, promote a
participatory approach to policy making, and support the Government’s Strategy for EU
Accession. The fora will be organized as workshops, conferences, round tables and TV
debates; they will be open to representatives of the Government, civil society and the private
sector, with the aim to inform and involve the public about the relevant on-going debates,
and build institutional capacities for assimilating policy advice.

e Development of a system for regular monitoring of progress towards Millennium
Development Goals Support the establishment of a system for routine collection and
analysis of data which will assist in monitoring of country achievements towards MDGs and
will facilitate the preparation of regular Millennium Development Goals (MDG) progress
reports. Special attention will be paid for strengthening capacities for production of statistics
at sub-national levels. Project will provide assistance for enhancing capacities for trends
analysis, while making efforts for localizing related targets and indicators and, tailoring MDGs
to the actual country situation. To enable the establishment of a consolidated system of
information, data collection and analysis to serve the needs of government and civil society,
the programme will also include promotion of specialized statistical publications
concentrated on disaggregated statistics (geographically, by gender and according to
vulnerable social groups).

In light of the declared national goal of joining the European Union, policy for development
products will look into lessons learned in former transition countries, now EU members,
enhancing an east-east transfer of knowledge based on UNDP networks in the region.

Policy products will be a result of independent experts and organizations, coordinated by UNDP
and their aim will be to enhance the policy debate in the country and to contribute to the
institutional reform process envisaged in the new wave of reforms in the country.

Governmental institutions and decision makers will be the main beneficiaries of the policy advice,
therefore, they will have principal role in formulation of terms of reference and selection of
themes and topics, while UNDP will be the guarantor of the independency of the documents.

Aiming to ensure consistency among the multitude of competing and mutually overlapping
development frameworks, priorities and policy initiatives and thus contributing towards
improvement of their substantive impact, UNDP will facilitate the consolidation of the above-
mentioned policy interventions and developing leadership capacities of national institutions.



Types of Policy Advisory Services

( Policy Products ]
Blue Ribbon Report National Programme Thematic National
- National for Socio-Economic Human Development
Development Vision Development Reports

Policy tools and Instruments:
Ad hoc surveys and periodic policy papers
Public fora and open debates
Monitoring system for measuring progress towards MDGs

Part IIl. Management Arrangements

The project will be implemented under Direct Execution Modality (DEX) in accordance with UNDP rules
and regulations under UNDP Programming Manual. To build the national ownership of the policy
advisory products offered through this project, a Project Advisory Board will be established including staff
delegated by the Deputy Prime Minister’s Office and respective line ministries. The role of the Project
Board will be to provide guidance to the proposed initiatives, to approve the annual work plan for the
implementation of the project, and to assure that the priorities of the Government of Macedonia in terms
of policy advice requirements are at the forefront of the proposed initiatives. Building a strategic
partnership with the Deputy Prime Minister’s Office, will allow crosscutting issues such as the National
Development Programme, MDGs reporting and European Integration to be efficiently coordinated,
enabling appropriate involvement of key ministries and other public institutions relevant for the various
policy topics. According to the issues dealt within the annual work plan, the project board will call on
sector-specific meetings, where representatives of relevant ministries, other state institutions, and civil
society organizations will be invited.

In addition to the Project Board, the project will ensure consultations with other line ministries and
donors, and if needed, the Project Board composition will be expanded / modified to include other
relevant stakeholders from Government, donor community and civil society.

The main responsibility for the implementation of the project activities will stay within the UNDP Project
Unit for Policy Advice, comprised of Project Manager/Policy Specialist and Project Associate. Project
Manager will report to the head of Decentralization and Good Governance Cluster. He/she will be
ultimately responsible for the delivery of the identified outputs, and the coordination of the multi-task
activities, with the support of the Project Associate. Detailed Terms of Reference related to the Project
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Unit for the Policy Advice and its staff, are included in the Annexes and/or will be developed or amended
during the project implementation.

For the purpose of the preparation of the Blue Ribbon Report, a Blue Ribbon Commission (BRC)
consisting of distinguished local and international economists and other experts in social and political
science with relevant knowledge of Macedonian economy and social policies will be established. It will be
co-chaired by a senior Macedonian expert and a senior international expert. The final report will be 50-
100 pages long. It will contain concrete policy recommendations supported by a reasonable level of
detail. A strategy and appropriate mechanisms for following up the implementation phase will be also
designed. As this Report will contribute to reaching a consensus about the long-term development vision
of the country, the programme will ensure that all relevant national partners and donors involved in the
consultation process.

The preparation of the MDGs based National Programme for Socio-Economic Development will be
led by the Ministry of Finance which has been designated as a responsible Ministry for coordination of the
line ministries on this topic. UNDP has been requested to support the Government of Macedonia in
developing a national strategic development framework based on its commitment to achieve the
Millennium Development Goals guiding the country towards EU accession. As this programme will draw
on the findings of the national MDGs baseline report, all involved stakeholders will now work on
translating identified challenges into policy and programme actions for achieving the set national
development targets. In this regard, the existing structures and networks will continue to be mobilised
and expanded for consultation and participation purposes.

National Human Development Reports (at least two) will be prepared by a team of national experts
contracted by UNDP. The theme for the HDRs will be proposed by the Project Board (evenutually on a
two-year basis, according to the envisaged duration of the preparation process), and the decision will be
included in the annual workplan. National experts will be contracted individually, or through a think tank
or civil society organization who will be in charge of the coordination of the HDR team of experts and of
the final editing of the report. The excellency of the expertise will always be the first criteria in the
selection, in accordance with the budget availability. The advocacy activities related to the promotion
and dissemination of the NHDRs will be conducted in partnerships with the national experts, under UNDP
leadership.

Ad hoc surveys and periodic policy papers initiatives will utilize the existing analysis provided by UNDP
such as Early Warning Reports, Vulnerability Report etc. Periodic surveys and policy papers might be
launched, based on the priority issues identified in the annual plan as agreed by the Project Board.
National experts, think tanks, NGOs and prominent representtaives from the academia, will be engaged.

Public fora will require UNDP to establish a database of relevant national and international experts, think
tanks and other civil society organizations, to engage in various debates. The database will be built on the
relationships already established during the recent years through UNDP programmes and projects in
Macedonia. The Project Unit for Policy Advice will be fully responsible for the setting up, maintenance
and updating of the database. Enhancing UNDP relationship with the media, including national and local
TVs, in cooperation with UNDP Communication Unit, will be fundamental to improve the outreach of the
debates.

Development of a system for regular monitoring of progress towards Millennium Development
Goals The responsibility for regular monitoring of the progress in achieving MDGs rests with the national
authorities, hence UNDP role will be mostly limited to capacity development, supporting institutional
efforts, and advocating for an inclusive participatory approach to MDG reporting. This will be achieved in
full coordination with the UN Country Team.



All the initiatives proposed in this project document will be developed in cooperation with relevant
governmental counterparts, civil society organizations, and according to the priorities identified in the
above mentioned national strategies, to tailor them to the actual needs of the country.

PartIV: Input

The project will be initially funded by UNDP core TRAC resources, with the intent to mobilize donor
resources to enhance the potential for policy advice and the development of policy analysis capacities
within Macedonian governmental and non-governmental organizations. Other UN agencies may decide
to co-finance one or more specific initiatives, relevant to their mandates.

Part V. Monitoring and Evaluation

A work plan with a related timetable will set the milestones and the timeframe for the proper
implementation of the Comprehensive Policy Support Programme to Development Agenda of the
Country Project, according to result-based management principles. The Project Board will provide regular
oversight of the implementation.

The interest of governmental officials, decision makers and other national stakeholders such as think
tanks, the academia, prominent NGOs and other institutions in the initiatives promoted, and their
availability to be involved in the various activities will be one of the most relevant measures of the
project’s success.

Part VI. Legal Context

This project document shall be the instrument referred to as such in Article 1 of the Standard Basic
Assistance Agreement between the Government of the FormerYugoslav Republic of Macedonia and the
United Nations Development Programme, signed by the parties on 30 October 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 type of revisions may be made to this project document with the signature of the Resident
Representative only, provided that he/she is assured that the signatories of the project document have no
objections to the proposed changes:
= Revisions in or additions of, any of the annexes of the project document.
= Revisions, which do not involve significant changes in the immediate objectives,
outputs or activities of the project, but are caused by the rearrangement of inputs

already agreed to or by cost increase due to inflation.

= Mandatory annual revisions, which rephase the delivery of agreed project inputs or
increased expert or other costs.

BUDGET AND WORKPLAN

See attached resource framework as per ERP format.
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SIGNATURE PAGE

UNDAF Outcome(s) A country-owned development framework - based on the MDGs -
with clear development goals, targets and indicators provides strategic
guidance for national and local policies.

Expected Outcome(s)/Indicator (s): A strategic national vision for
human development and good governance at national and local level in place.

Expected Output (s)
1.1. Blue Ribbon Report published
1.2. National Programme for Socio-Economic
Development formulated
1.3. Human Development Reports published
1.4. A system for regular production of policy
for development papers set up
1.5. MDG Reporting system established
1.6. Statistical data and analysis enhanced
1.7. National dialogue on responsive
governance established,
Implementing partner: UNDP
Programme Period: 2005 — 2009 Budget 51049000
Programme Component: 1: Achieving the MDGs and General Management Support Fee
reducing human poverty Total budget:
2. Fostering democratic governance Allocated resources: —_
Project Title: COMPREHENSIVE POLICY SUPPORT PROGRAMME TO + Government
DEVELOPMENT AGENDA OF MACEDONIA * Regular TRAC1.1.1.&1.1.2.__
$ 1,049,000 _
Project ID: ___00047116 » Other
Project Duration: 3 years November 2005-October 2008 © Donor
Management Arrangement: DEX o Donor
o Donor
e Inkind contributions
Unfunded budget: _
Agreed by the Deputy Prime Minister’s Office: 11 Nov. 2006
Agreed by UNDP Resident Representative: iy 11 Nov. 2006
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