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Executive Summary

In FY 2010, the Macedonia Competitiveness Project (MCP) and its partners benefitted from a recovering (albeit gradual) global economy and the acceleration of results across multiple components. The financial platform’s financial advisors facilitated a staggering $29.6 million of new investment in company expansions, upgrades or product development, which created exports and jobs. The MyCareer internship and job placement platform passed the benchmark of over 1,000 internships in July 2010, reaching 1340 by September 30. Market linkages results included $9 million in new business in light manufacturing stemming from participation in German trade shows, and new apparel orders after a successful business-to-business event in March 2010. A digital media company continued to expand its export pipeline, thanks in part to high-tech training for new staff through MCP’s revolving fund. While problems in securing land has slowed a potential logistics park investment, the international real estate company involved hopes to close a transformative $10 million investment by the end of the year. Other foreign investments in waste-to-energy and pharmaceuticals are in advanced stages. 
These successes and other MCP activities have returned favorable results within the Project’s most important performance indicators despite the residual effects of the global economic crisis:

· $38.35 million in new investment (total domestic plus foreign)
· $8.7million in new foreign investment, 

· $22.6 million in new exports,
· New job capacity of 3464 (new recruits, interns and trained individuals), which includes, 1,010 internships and 774 jobs.
MCP is looking forward to accelerated results in FY 2010. Past activities have delivered, or are starting to deliver, the expected robust results. After rolling out in mid-2009, the market linkages program is producing a pipeline of leads and business connections that will generate export deals and possible strategic partnerships. The economic development agent (EDA) network is working on multiple opportunities that should be realized within the next 3-6 months. MCP has also launched a new Innovation Center expected to produce new exports and investment. If the global economy is able to avoid a double-dip recession, MCP is positioned to meet or exceed FY 2011 targets:  
· $44 million in new investment (total domestic plus foreign)

· $30 million in new foreign investment 

· $13 million in new exports
· New job capacity of 3000 (new recruits, interns and trained individuals 

In addition to producing these results, MCP is developing and executing sustainability plans across components, with a special focus on spinning off the MyCareer initiative. The Project is also adapting to a variety of recommendations outlined in a USAID mid-term evaluation aimed at increasing project impact.

This document presents the Competitiveness Project’s Work Plan for FY 2011. The Work Plan is divided into four sections.

1. Introduction—MCP’s integrated approach, strategic results framework, project structure and strategic themes for FY 2011.

2. Market Linkage and Capacity Building to Support Target Sectors—Vertical component objectives and activities in light manufacturing, apparel and ICT.

3. Cross-Cutting Activities—Horizontal component objectives and activities in access to finance, workforce development, innovation and foreign investment.

4. Knowledge Management—MCP communication and outreach activities, monitoring and evaluation and the PMP.
I. Introduction: 
Objectives and Approach

The USAID-funded Macedonia Competitiveness Project (MCP) is a five-year project, implemented by CARANA Corporation, designed to support USAID/Macedonia’s Strategic Objective 1.3 Accelerated Development and Growth of the Private Sector. Under this, USAID’s efforts are directed towards improving the business environment, making private firms more competitive, and addressing unemployment and underemployment. Specifically, MCP activities fall under Intermediate Result 1.3.2 Private Sector Firms More Competitive with key outcomes including:

· Market linkages with international companies resulting in new export deals and strategic partnerships involving joint business ventures, investment and knowledge/technology transfer. 

· New foreign investment—green field, brown field or joint venture—resulting in export-oriented job creation and the strengthening of supply chains and industries within Macedonia.

· Financing—debt or equity—for Macedonian companies aiming to improve profitability, competitiveness and market positioning through investments in capacity expansion, productivity upgrades and product development.

· Adoption of modern technologies and practices and compliance with certifications required to perform and be seen as credible partners.

· Investments in students and employees, resulting in a workforce with upgraded skills and flexibility.
· Support for Innovative entrepreneurs, resulting in new jobs, exports and investment.

Ultimately, these outcomes lead to new or enhanced employment and Macedonian companies and sectors better able to respond to the ever-changing demands of the global economy. See Figure 1: Results Framework for more information on how project activities and components contribute to SO 1.3 and IR 1.3.2. 
 MCP’s Integrated Approach 
 The Competitiveness Project implements cost-effective, high-impact and market-oriented activities within an integrated approach that considers issues related to specific sectors as well as factors that affect Macedonia’s ability to achieve export-driven growth across sectors. These activities generally take one of two forms: 
1.  Vertical component activities focusing on target sectors—fashion and design, light manufacturing and ICT—that build on market linkages, creating new business and investment and enabling Macedonian companies and supply chains to better compete within a given industry or market. 

2. Horizontal or cross-cutting component activities benefitting multiple sectors and making Macedonia a more competitive place to do business. Horizontal components include access to finance, workforce development, and facilitation of foreign investment.
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These vertical and horizontal components are often intertwined. In many cases, growth in the target sectors depends on companies’ ability to access: a flexible and skilled workforce; financing for upgrades, expansion or product development; certification services, fundamental infrastructure and innovations.

MCP activities can be either transactional or transformational in nature and impact. Transactional activities often focus on helping a company or supply chain realize a short-to-medium term objective, most often related to pursuing a specific market opportunity, whereas transformational activities have a longer-term impact horizon. Transformational activities can take many forms, including using a market opportunity to drive change and upgrades within a company or sector, providing sustainable solutions to a critical market failure, or supporting investments and strategic partnerships that raise companies and supply chains to a new level of market engagement. While transformational activities often require longer implementation, they have significant impact on future export growth and competitiveness.

Whenever possible, MCP strives to improve coordination with donors operating within similar mandates. Without this collaboration, limited donor resources are wasted and opportunities lost through duplication. In FY 2010, MCP ensured intensive collaboration with GTZ, SIPPO and CBI in market linkage activities, and collaborated with the EU commission and Austrian Development Agency (ADA) and other activities. MCP collaborated with USAID Ag-Biz in areas of access to finance and EDA-generated opportunities in fruit exports, and USAID BEA to reform internship legislation.  The Project is coordinating with a World Bank project to assist development of an export promotion strategy for Invest Macedonia. In FY 2010, donor collaboration leveraged over $75,000 in project activities, in particular, market linkages. MCP team will maintain these efforts to improve coordination with donor projects operating within similar mandates. This will include collaboration with the anticipated USAID IDEAS project expected to enhance investment facilitation, export promotion at the government level and industry-government. 

MCP seeks to further leverage USAID funds through intensive collaboration with local implementing partners (who often offer in-kind services) and cost-sharing activities with project beneficiaries. Cost-sharing is an essential element to not only stretch use of available funds, but increase the likelihood of success and sustainability, as beneficiaries have a greater stake and ownership in the process. 

Project Structure

The Project’s management structure facilitates effective planning and implementation across vertical and horizontal components. While activities are managed by specific component teams, significant cross-fertilization increases cost-effectiveness and overall impact through inter-component synergies, so one beneficiary can benefit from both vertical (e.g. participation in trade shows) and horizontal (e.g. finance, training, and certification) activities. The Global Practice and Market Strategy Advisor plays a pivotal role in supporting this cross-fertilization and ensuring all activities are market-led.
In the interest of sustainability and leveraging resources to maximize impact, MCP’s activities involve significant partnerships with private-sector associations, government, financial, and academic partners, as well as project beneficiaries. When working in the target sectors, MCP prefers to engage business associations or a cluster of companies as implementing partners. In most verticals, and to some extent the horizontal components, MCP collaborates with other international donors (e.g. GTZ, SIPPO) to optimize the use and impact of resources. Whenever appropriate, activities involving local partners include a “sustainability plan” to ensure continuity after USAID support, or even a legacy with specific spin-off organizations that will operate after the Project ends. 
MCP’s organizational structure, including key staff and implementing partners is presented in Figure 3 below.
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Strategic Approach for FY 2011
Accelerating Results 
During FY 2008 and 2009, MCP developed and rolled out effective platforms or service packages to support Macedonian companies as they respond to opportunities and challenges in global markets. These included the financial platform, MyCareer internship and job placement initiative, the economic development agent (EDA) network, and a market linkages program focusing on light manufacturing and apparel. During FY 2010, the Project started reaping the results of these platforms with large increases in investment and exports, all the while using market engagement, implementation partners and beneficiaries to identify changes in methodology or practice to improve outcomes and results. 
Going into FY 2011, MCP is focused on accelerating results. This involves putting efforts into activities that have already produced significant results (e.g. MyCareer and financial platform), and activities that have recently started to show results and significant upside (e.g. market linkage activities in light manufacturing, EDA network, certification support and the revolving fund)—with a focus on leveraging the demonstration effect of these results to support future sustainability.
MCP will continue to monitor economic conditions in Macedonia and within global markets. Increased business activity in European markets in sectors like apparel and automotive show real promise; however, there is a concern that an anemic recovery could dampen the magnitude of results in exports and investment.  
Capitalize on Market Linkages Efforts
The Project has been implementing a market linkage program in earnest since May 2009, using a series of market linkage tools (see next section) that include trade shows, B2Bs and direct networking in collaboration with local exporters and industry associations. Since it generally takes 6-18 months from lead to transaction, MCP is now seeing increased momentum in results, with requests for quotes (RFQs), sampling, trial orders and production. Continued exposure and interaction with the market through MCP support for market linkage activities will further expand and deepen these results, as buyers and potential investors/strategic partners show a growing interest in Macedonia as a sourcing and/or production location. When possible, MCP will explore ways to target new markets and segments within existing activities; for example, expanding apparel B2Bs to include Scandinavian buyers and using trade shows like Hannover Messe to explore green opportunities in renewable energy or energy efficiency. 
Market linkage activities not only ”sell” Macedonia and its companies, but also act as a feedback mechanism to identify market conditions, trends, requirements. This helps determine appropriate responses for Macedonian companies to target opportunities and/or compete globally within a product/service segment. Market engagement will play a large role in selecting and designing capacity building activities across the Project. Finally, market interactions will be a learning tool for MCP to identify methodologies and practices for export promotion and business facilitation that are more effective at supporting desired results.
Ongoing Integration of Vertical and Horizontal Activities for Seamless Implementation

In FY 2010, MCP placed an emphasis on orienting its horizontal services and platforms to better serve clients within the vertical component. The Project Team will continue to work with its partners to deliver horizontal services that respond to a specific market opportunity, general market requirements, or “live lead.” For example, workforce development activities like the revolving fund and industry-led training services will support companies in ICT and Light manufacturing sector; the financial platform will aim at servicing investments within target sectors; and the EDA network has been instructed to place a preference on investment or export leads within target sectors, as opposed to pursuing opportunities across sectors. Table 1 below demonstrates some of the linkages between horizontal and vertical components (reflecting outcomes of planned and possible activities).
	
Table 1: Integrated Linkages Between MCP Project Vertical and Horizontal Components

	Component
	Finance
	Workforce
	Foreign Investment
	Innovation

	Apparel 
	· Working capital needs fabric sourcing and product development

· Factory upgrades and equipment upgrades 
	·  Internships to build skills in design, patterns and production

· Training in production management

· Curriculum improvements at vocational schools.
	· Strategic partnerships to expand capacity or develop new product capacities
	· Adoption/adaption of innovation makes sector more competitive



	Light Manufacturing
	· Factory and equipment upgrades

· Product development

· Working capital for new deals
	· Internships to build skills

· Specific training for certain technical tasks

· Curriculum improvements at vocational schools.

· Revolving fund for new employees

· Competency-based certifications
	· Strategic partnerships to expand capacity or develop new product capacities
· Foreign investments resulting in new jobs and backward linkages within industry.

· Technology or service investments make sector more competitive.
	· New innovations with potential to be manufactured at scale in Macedonia
· Adoption/adaption of innovation makes sector more competitive

· R&D capacity creates opportunity to add value 

	ICT
	· Product development 

· Working capital for new deals
	· Internships to build skills

· Specific training for certain technical tasks

· Curriculum improvements at vocational schools.

· Revolving fund for new employees

· Competency-based certifications
	· Strategic partnerships to expand capacity or develop new product capacities

· Foreign investments resulting in new jobs and backward linkages within industry.

· Technology or service investments that make sector more competitive.
	· ICT innovations with potential global and local markets 

· Adoption/adaption of innovation makes sector more competitive

· R&D capacity creates opportunity to add value 


Rapid Implementation of Innovation Center and Real Estate Activities
In line with discussions with USAID office in Skopje, MCP designed and introduced two new activities—with funding pending—for implementation through FY 2011 and 2012. These are:

· The establishment of an Innovation Center to assist the development and commercialization of Macedonian innovations and the support for an “innovation ecosystem.” This activity will operate as a new horizontal component.

· Support for the adoption and implementation of international real estate evaluation practices needed for more accurate valuations of property used as collateral for accessing finance. This activity will be managed under the Access to Finance Component.
USAID funding for these activities was pending during FY 2010. Nevertheless, MCP established the Innovation Center and began initial planning for the real estate valuation activity in FY 2010 in order to ensure rapid roll-out once USAID approves funding.
Emphasis towards Sustainability and USAID Legacy
With the Project more than half complete, the MCP Team is increasingly emphasizing the sustainability and legacy of its activities and programs. Development of sustainability plans began in FY 2010, and MCP has set aside resources to execute these plans in FY 2011.  A specific focus has been placed on sustainability for the MyCareer and Innovation Center activities. The Project views sustainability and legacy in two ways. The first is the classical definition within the development community: delivery of services or activities that continue beyond the scope of the project. The second definition considers “sustained outcomes” which may include addressing a market failure, spurring transformation within a company or sector, ongoing business resulting from an export or investment deal, or increased capacity of firms or organizations to pursue their objectives. Table 2 below provides an overview of sustainability and legacy efforts by component
	Table 2: MCP Sustainability Objectives and Responses by Component

	Component 
	Sustainability / Legacy Objective
	Project Responses

	Apparel
	· Legacy: Firms with sustained exports to new markets (e.g. UK, ethical/eco-friendly)

· Firms moving up value chain into own design, full package

· Continued joint market linkage activities within sector
	· Focused market linkages activities to facilitate business with a likely long-term horizon.
· Collaboration with TTA in MCP activities to its capacity to facilitate new export linkages
· Collaboration with anticipated Invest Macedonia Export Development Team to support market linkage activities (possibly with new IDEAS Project)

	Light Manufacturing
	· Legacy: Firms with sustained exports to new customers and markets

· Firms moving up value chain into OEM markets or offering new products
· Continued joint market linkage activities within sector
	· Focused market linkages activities to facilitate business with a likely long-term horizon.

· Collaboration with ACM in MCP activities to its capacity to facilitate new export linkages

· Collaboration with anticipated Invest Macedonia Export Development Team to support market linkage activities (possibly with new IDEAS Project)

	ICT
	· Legacy: Firms with sustained exports to new customers and markets

· Firms moving up the value chain 

· Improvements in skills within ICT sector
	· Ongoing support for deals such as FX3X and Hollywood Studio
· Support for revolving fund usage in ICT.

· Introduction of PMP certification for ICT professionals

	Finance
	· Legacy: Sustained exports and job creation as a result of new investment 

· Functioning market for delivery of financial advisory services
· Improved credit conditions for Macedonian companies
	·  Reducing cost-share offered to financial facilitators to reduce reliance on MCP subsidy for services.
· Improving relationships between financial facilitators and financial institutions
· Establish and provide initial support to Real Estate Valuation Association

	Workforce
	· Legacy: Sustained global competitiveness of Macedonian workforce
· Continued delivery of internship and job placement services.
· Continued delivery of career development and mentorship training
· Continued delivery of revolving fund services
	· Spin-off of MyCareer to become independent and commercially viable organization 

· Establish and provide initial support to Career Development Association to carry out GCDF training and activities.

· Establishing a model to spin-off the Revolving Fund to a local partner (yet to be selected) to continue supporting training programs for new employees.

· Shifting leadership of the WFD Task Force to the HR Development Association

	Foreign Investment
	· Legacy: Sustained exports and job creation due to new investment 
· Strengthened investment promotion efforts by Invest Macedonia
	· Focused investment facilitation for investment deals likely to create jobs and exports.
· Continued collaboration with Invest Macedonia and Country Economic Promoters

	Innovation 
	· Legacy: Continued growth in creation and commercialization of Macedonian innovations

· Continued delivery of innovator support through Innovation center and innovation eco-system within Macedonia.
	· Creation of Innovation Center NGO and development of revenue models at early stage.
· Creation of competency networks in various technical fields to support innovations.

· Support in creation of innovation development and innovation investment funds.


Responding to Mid-term Evaluation
In March and April 2010, MCP underwent a mid-term evaluation by USAID to identify areas for improved overall impact. The strategic themes discussed above and in the sections below reflect USAID’s recommendations. Annex 1 provides detailed information on specific recommendations and MCP responses. 

II. Market Linkages and Capacity Building Support in Targeted Sectors: 

Overview: Planned Activities under MCP Vertical Components for FY 2010

The Competitiveness Project will continue supporting companies within its target sectors, or “verticals,” namely light manufacturing, apparel, and information and communications technologies (ICT). Ultimately, activities under this component result in new exports, investments, strategic partnerships, employment generation, and companies better able to compete in the global economy. 

During FY 2011, MCP’s vertical activities fall into two primary strategic result areas:

1. Expanding existing business—Enable companies to build the capacity and/or customer base to expand and/or better compete within their existing lines of business. Initiatives include market linkage support to identify and engage new clients within an existing product or service segment, taking steps to improve performance against important buyer criteria (e.g. improving productivity to reduce costs, or investing in expanded production capabilities).

2. Repositioning firms and clusters to penetrate higher value market segments—Help companies capture new market opportunities and greater value with enhanced products, services and capabilities (e.g. design, supply chain management, offering a full package of services). The objective is to help Macedonian companies and clusters compete on the basis of differentiated services and responsiveness to market requirements. In most cases, activities in this result area are long-term in nature, and will often require larger investments by companies, MCP, and other partners.

	Prioritizing Vertical Initiatives and Clients



	In developing the FY 2011 Vertical Program, MCP used a variety of criteria to prioritize activities and likely clients, and budget resources accordingly. 
Key criteria for selecting activities include:
· Extent to which activity is market- or demand-led

· Likelihood of contributing to MCP performance indicators in terms of exports, investment and jobs.

· Likely return on investment in terms of performance indicators for each USAID dollar invested.

· Likelihood of supporting progress in target sectors

· Availability and commitment of local partners/clients

· Potential to support catalytic investments or transformative changes within companies. 

· Potential sustainability or legacy.

Key criteria for selecting clients include:

· Market readiness
· Willingness to cost-share activities

· Willingness and ability to make changes or upgrades necessary to respond to market opportunities.


MCP client companies will frequently work with the Project to achieve both objectives simultaneously. Expanding existing business is essential to ensure the survival of the company and provide the cash flow and capacity for longer-term investments to develop differentiated and higher-value products and services. Examples of sector-specific objectives and activities under each strategic result area are presented below.

Market Linkage and Capacity Building Tools

While both strategic result areas may seek different outcomes, the activities supporting MCP vertical component objectives will use a variety of market linkage and capacity building tools.
Market Linkage Support
MCP’s vertical components involve an ambitious market linkage support program to facilitate engagement with potential buyers, strategic partners and/or investors in target markets primarily, but not exclusively, in Europe. Market Linkage activities will: 

· Raise Macedonia’s profile as a business location in the eyes of international buyers and investors, by creating an awareness of what Macedonia can offer, both as a country and within specific sectors.
· Capture viable business opportunities through effective market interactions, by increasing firms’ and clusters’ exposure in international markets, building credibility with potential partners, establishing new market channels, and facilitating new business relationships so that contacts become deals.

	The Role of Market Linkages in MCP Verticals



	Sustained economic growth in Macedonia requires a significant increase in export volumes and value as well as foreign investment. Within this context, market linkages play a pivotal role in mitigating factors that have slowed progress, including:
Two-way information gap—While opportunities exist in external markets, many Macedonian companies are 1) unaware of these opportunities 2) lack the exposure or contacts to establish relationships with partners, or 3) do not sufficiently understand the steps they must take to be considered reliable partners.
Meanwhile, Macedonia is “off the map” in the eyes of many potential buyers and partners, so it is off the list of potential sourcing and investment locations. Lack of understanding on the market side means that Macedonian companies must go the extra mile to show they are serious players.

Capacity to Respond to Market Demands—Often companies lack capacity to respond to market demands, especially when buyers expect more in terms of short lead times, higher quality at the same prices, added value through innovation, design and application of modern technologies and practices. A gap exists between what buyers want and what Macedonian companies can offer.

MCP’s market linkage program addresses both problems. First, by providing effective venues to directly engage buyers and investors to develop relationships and a better market understanding. Second, by using market engagement to inform both companies and MCP about steps or interventions to meet market requirements.


· Guide implementation of effective capacity building activities, by using market engagement to identify gaps between what the market requires and what Macedonian companies and sectors must do to capture specific market opportunities, and designing market-led interventions to target those gaps. 

These outcomes will be achieved through a variety of market linkage tools:

1. Lead Generation—Market linkage activities designed to capture opportunities within MCP target sectors. These activities not only identify and pursue leads in existing business lines, but also look for opportunities for firms to reposition themselves within a value chain or pursue a new market segment altogether.

2. Transaction Support—Getting a business lead is just the start. MCP holds hands through the transaction process and offers both MCP clients and their potential business partners services to reduce the risk of pending deals or troubleshoot specific obstacles to successful completion. In some cases, transaction support will go further to involve technical assistance and pivotal capacity-building assistance (see below).
Details on specific market linkage tools and their application can be found in Table 3: Market Linkage Tools Supporting MCP Vertical Components
	Table 3: Key MCP Vertical Component Market Linkage Tools

	Lead Generation

	Trade shows
	· Engaging market face-to-face to develop new contacts, while developing first hand knowledge of market requirements and competition

· Raise the profile of Macedonia as a sourcing and investment location, change perceptions, awareness of opportunities

Note: Trade shows not only result in direct orders, but also produce leads and relationships that can be further developed through B2Bs, buyer trips or virtual matchmaking. Effectiveness enhanced if 1) meetings with target buyers/investors arranged prior to the show; or if 2) companies repeatedly attend shows, which buyers see as a sign of credibility

	Industry-focused market specialists/

agents
	· Individuals hired based on their network within an industry, or ability to “open doors”

· Consultants identify potential targets based on capabilities within Macedonian sectors or client companies and engage those targets directly

· Consultants also assist transaction support in pre-tradeshow meetings, B2B events, buyer trips, follow-up and transaction troubleshooting

	International industry associations 
	· Tapping networks found within international business associations to identify potential buyers, investors and strategic partners within a target industry, while obtaining better insights into industry and technology developments.

	Economic Development Agents (EDA’s)
	· Individuals/companies with network of business contacts across multiple sectors. 

· EDA’s paid on success-fee basis to conceptualize and pass leads to MCP.

Note: EDAs provided with information on target industries, but may serve multiple sectors

	Transaction Support

	Virtual matchmaking
	· Using contacts made through trade shows and networking activities to further engage market targets. Learn more about what they need and present viable partnership options within Macedonia. Can be push (MCP-driven) or pull (target asks MCP for info)

· Offer support to buyers/investors and/or local partners to reduce transaction risk, troubleshoot.

	B2B events and buyer’s trips
	· Once buyers’/investors’ interest is confirmed via post-trade show engagement, networking and/or matchmaking, organize trips for individual buyers/investors or groups of targets within a given industry/geographic market.

· Involve specific matchmaking based on buyers’/investors’ requirements and capabilities of local companies.

	Follow-up and troubleshoot transactions 
	· Use market info to proactively identify capacity gaps/potential obstacles, find solutions

· Working with Macedonian companies and international partners to keep leads “warm”

· For Macedonian partners: making sure responses are timely and professional; helping gather information related to buyer/investor request or prepare an offer; education and insight on international business norms

· For international partners: playing the role of liaison (when appropriate) to address misunderstandings; providing information on Macedonian operating environment, assisting in due diligence, being available as neutral partner to reduce transactional risk.


Capacity building 
Efforts to pursue market opportunities—whether a live lead or target market—will often not be successful without firm and supply chain assistance to address companies’ ability to access markets and respond to buyers’ demands. This includes work in product design, operations and productivity improvements, quality assurance and standards compliance, supply chain management, skills development, and the use of modern technologies and management practices. Figure 4: Translating Market Opportunities into Deals shows how deals are forged by combining these capacity-building activities with lead generation and transaction support. 
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Figure 4: Translating Opportunities into Deals


Whenever appropriate, MCP places a preference on support linked to a “live” market opportunity (e.g. a deal in the works). The Project also prefers to deliver capacity-building assistance through the various platforms implemented by horizontal components, as they offer a cost-effective means to provide assistance to firms. MCP does consider high-impact, tailored technical assistance packages to groups of firms or individual companies willing to share a larger portion of the cost. Table 4: Key Capacity Building Tools for MCP Verticals offers more details on specific types of capacity-building activities.

	Table 4: Key Capacity Building Tools for MCP Verticals

	MCP Horizontal Component Services (see section on horizontal components for more info)

	Financial Platform
	· Packaging proposals to banks and other financial institutions aimed at financing investments in expansion, facility, equipment and technology upgrades, product development, etc 

· Facilitating strategic partnerships with company valuations and equity proposals.

	Revolving fund and industry-led training programs 
	·  Design and support delivery of training programs that address skills gaps in target sectors.

· Rapid design and support delivery to address skills gaps impeding a potential deal 

Note: Programs can be based in vocational or educational facilities, or in-house.

	Certification Platform 
	· Support for obtaining certification from accredited body necessary to access new markets or customers.

	Foreign Investment Support
	· Identifying and engaging potential investors or strategic partners interested in partnering with Macedonian companies through joint ventures or establishing their own operations

· Hand-holding both Macedonian and international partners through the investment process

	Sector Specific Technical Assistance

	Tailored technical assistance
	· Tailored technical assistance designed around a specific market opportunity or live deal

· Delivered on a cost-shared basis.

· Delivered to individual companies (higher cost share) or groups of companies.


The sections below present details of specific objectives and activities planned for next year under each of the MCP target sectors.

Light Manufacturing
	Why Light Manufacturing?

	Light manufacturing has always been an important source of GDP, exports and employment in Macedonia, particularly automotive components, furniture, metal-processing, rubber and plastics production, tool and mould making, and product assembly for domestic and international customers. In many cases, companies were part of larger supply chains within the former Yugoslavia. Since the break-up of that country, the sector has struggled to establish linkages with European customers. A number of companies are taking steps to modernize and develop capacities to better match the demands of the market, although there is an ongoing need to invest in upgraded technologies, product development, productivity and supply chain management practices to be competitive in a sector where cost, quality and lead time are vital to landing a new customer.

While the economic crisis did hurt Macedonia’s manufacturers, many are now seeing a rebound in business and interest from new potential customers.  MCP views the economic crisis’ shake-up of global supply chains as an opportunity to position Macedonia as a low-cost, competitive sourcing and investment location in close proximity to Europe’s major markets. If this opportunity is missed, Macedonia will need more time to fulfill its aspirations as a serious manufacturing location.


The Competitiveness project will continue to work with the Automotive Cluster of Macedonia (ACM), GTZ, SIPPO, Ministry of Economy, Invest Macedonia and other partners in FY 2011 to support the light manufacturing sector. These efforts will target both end-products and sourcing (or subcontracting) exports in Balkan, Western European (primarily Germany) and Eastern European markets.
MCP will continue to focus on facilitating export linkages and strategic partnerships in automotive, tool and die, and metal processing subsectors, as well explore opportunities in green technologies
Strategic Focus 

Many FY 2011 activities in this vertical will focus on the strategic result area of expanding existing business. MCP believes that the shake-up of global supply chains presents an opening for Macedonian companies to sell their low-cost production, quality and close proximity to potential customers and partners looking for alternative suppliers (see text box). Although many companies do need to make improvements in quality management, productivity and management practices to compete within their existing business lines, there is already a vast array of opportunities without making serious investments to move further up the value chain.
A significant number of resources for this vertical will focus on an intensive market linkage program designed to 1) raise the profile of Macedonia as a location for outsourcing/subcontracting production; and 2) help companies develop relationships with both end-user customers and medium/large European manufacturers looking for lower-cost partners. Repeat participation at important trade shows like European Automotive Components (EAC) expo and Hannover Messe will deepen and expand Macedonia’s exposure in European markets. In the interest of long-term sustainability of market linkage activities, ACM is integrated into MCP marketing efforts.
MCP will also encourage and support companies to reposition to penetrate higher-value market segments though developing capabilities to offer new products and services to potential customers. MCP will use market engagement and the EDA network to identify and attract potential investors or strategic partners able to bring market contacts and inject new capital, technologies and management practices likely to boost Macedonian companies to a new level. MCP will help companies meet the stringent demands of European buyers. This includes promoting essential certifications (e.g. ISO 9000 and TS 16949), improving supply chain management, and employing a variety of horizontal component services, specifically the Financial Platform, and the industry-led training programs/revolving fund. 

Details on the FY 2011 light manufacturing program and expected outcomes can be found in Table 5: Light Manufacturing Activity Matrix. 

	Table 5: Light Manufacturing Activity Summary

	Contribution to SO 1.3 – Accelerating Development and Growth of Private Sector

· New light manufacturing export deals for Balkans and EU zone (in US$)

· Generation or enhancement of light manufacturing employment resulting from new export demand or investments

· New investment (domestic, foreign, strategic partnerships) for expansion, new technologies/practices to respond to market opportunities (in US$)

	#
	Activity
	Tasks
	Timeline
	Expected Outcomes

	LM 1: Expanding Existing Business

	LM 1.1 Market Linkage Program
	Tradeshows


	Support participation (funding, logistics and marketing) in key trade shows (focus on Macedonian pavilions for branding purposes):
· Hannover Messe (Germany) for tool and die, metal fabrication, plastic components 
· European Automotive Components Expo (Germany) for automotive, tool and die

· Individual trade show support for light manufacturers from different sectors that don’t fit joint pavilions 
	Year-round

April 2011
May 2011
Year-round
	· Profile of Macedonia as sourcing or investment location increased

· New export/business relationships established (sourcing, investment, strategic partnerships)

· Identification of new opportunities 

· Increased understanding of market requirements

	
	B2B events
	Regional and in country B2B events to link Macedonian automotive component manufactures with regional customers. 
	 TBD
	·  New or strengthened business relationships with regional supply chain

	
	Lead follow up
	Facilitation of generated market linkages from the activities done previously in the years 
	Year-round
	· New export/business relationship established 

	LM 2: Penetrate higher-value market segments

	LM 2.1
Market Capacity Development
	Green Technology
	Identify and connect Macedonian companies with green product manufacturers from Europe and establish relationship between them. Include Macedonian companies in their supply chains. 
	Year-round
	· New export relationships established

· New markets and know-how for Macedonian producers 

	
	OEM Automotive markets
	· Continuous efforts in facilitation of market linkages with OEM’s and higher tier suppliers 
	Year-round
	· New export relationships

· New management practices (in form of more effective marketing practices)

	LM 2.2 Operations Capacity Building
	Use of MCP Horizontal Services
	Leveraging activities from other MCP activities to improve capacity and competitiveness of Macedonian manufacturers

· Financial Platform: Facilitate investments in expansion, new facilities, equipment and technologies

· Workforce Development: Industry-led training programs and use of the revolving fund to address essential skills needs
	Year-round
	· Financing for new investment (expanded capacity, increased efficiency, new jobs)

· Adoption of new technologies and management practices

· Development of employee pool able to meet global demands

	
	Certification Platform 
	Cost shared support for compliance and accreditation to obtain certification crucial to market access
	Year-round
	· New certifications allowing access to new clients (e.g. ISO 9001, TS 16949, CE)


	Why Apparel?

	Macedonia has a long tradition in apparel manufacture, having supplied the former Yugoslavia as well as many major brands and retailers throughout Europe. The industry is an important source of employment and exports for Macedonia with more than 40,000 employed and average annual exports exceeding $500 million. For the last decade, the industry has suffered a slow decline in both exports and employment, exacerbated recently by economic recession in key export markets. Macedonia struggles to compete in its main type of production—cut make trim (CMT)—when compared to other production locations (e.g. Asia); they fare better in market segments where quality and lead time are as essential as price. Many companies in the Macedonian apparel industry want to move upstream into full package, private label or own design/brand manufacturing where companies can add more value to customers and/or capture higher margins by taking on new roles in the design and production process. 


Apparel

The Competitiveness project will continue collaboration with the Textile Trade Association, CBI, GTZ and SIPPO to support exports in the apparel sector. Project efforts are designed to expand and diversify manufacturers’ export customer base—vital for the survival of the industry—within Europe. Although MCP activities will continue efforts initiated in FY 2010 to target the UK market, the Project will also expand exports in other markets in Scandinavia.
While MCP does not focus on footwear, market contacts from the UK and Netherlands have shown an interest in sourcing footwear from Macedonia. MCP will facilitate interactions with footwear manufacturers as appropriate.
Strategic Focus
While there is a clear need for companies to move up the value chain (see below), realistically it will take a number of years before apparel manufacturers will be able to replace their core business of CMT with other production models. MCP will help companies expand existing business, however, within new geographic markets, continuing efforts to attract new customers from the UK and Scandinavia through business-to-business events, buyers’ trips, direct networking, and facilitation of pricing and sampling exercises. A special focus will be placed on identifying customers willing to place CMT orders now and move to full factored or full package in the near future as companies develop capacity. 

MCP initiatives in apparel will also focus on helping Macedonian companies reposition to penetrate higher value market segments. Companies need to limit reliance on CMT production as their core business (see text box). Improvements in productivity and quality would help boost CMT business, but it is important to respond to changes in the market and take steps necessary to offer customers full package services (where the buyer sends a design and the manufacturer does the rest), private label (where buyer purchases clothes designed by the manufacturer but uses the buyer’s brand), and own brand. 
As MCP attracts companies interested in full package business, the Project will assist in fabric and trim sourcing and obtaining access to more working capital, a crucial component to moving from CMT, where the customer pays for fabric, to production models where the manufacturer pays for fabric.

MCP will continue to support the “Own Design” initiative coordinated with the TTA. While the number of companies involved has fallen, the Project believes those still involved can offer a demonstration effect to encourage others to move in this direction. Through collaboration with CBI and GTZ, assistance to these companies include building capacities in design, planning, pattern making, fabric and trim sourcing and development of lookbooks and other promotional materials used to sell collections.
Details on the FY 2011 apparel program and expected outcomes can be found in Table 6: Apparel Activity Matrix. 
	Table 6: Apparel Activity Summary

	 Contribution to SO 1.3 – Accelerating Development and Growth of Private Sector
· New apparel export orders (CMT, full package or own design) (in US$)

· A reduction in the number of jobs being lost in the sector.

	#
	Activity
	Tasks
	Timeline
	Expected Outcomes

	AP 1: Assistance Expanding Existing Business

	AP 1.1 Market Linkage Program
	Business to-business events
	· B2B events or Buyers Weeks to link Macedonian apparel companies with potential UK and Scandinavian customers.
· Collaboration with other donors to cover wider EU
	 Q1, possibly Q3
	·  New business relationships with EU markets

	
	Direct networking
	· Continue direct networking through Claire Hamer using EDA model
	 Q2, Q3, Q4
	· New export relationships 

	AP 1.2 

Operations Capacity Building
	Market-readiness evaluations
	· Engagement with the market to identify opportunities and capacity gaps within Macedonian apparel companies 
	 
	· New target markets for Macedonian manufacturers

· Adoption of new practices

	AP 2: Repositioning to penetrate higher value market segments

	AP 2.1

Full Package and “Own Design Program”
	Fashion design capacity building 
	· Collaborating with TTA and other donors to help companies plan and produce collections.
· Assistance in identifying new fabric sources 
	 Year round
	· Improved capacity of Macedonian apparel companies to design and produce “own collections” for export markets

	
	Market linkage program
	Use of marketing tools to find own design customers

· Support participation at CPD in Germany in collaboration with GTZ and other donors
· Identifying qualified apparel sales agents for own brand and labels in target companies
	 Year round
	· New export/business relationships established 

· Identification of new market/product opportunities

· Increased understanding of market 

	
	Capacity building for full product
	· Firm-level assistance in identifying new fabric and trims sources in Turkey and EU.
· Using Financial Platform to help companies access finance (e.g. working capital) to move up value chain
	Year round
	· Manufacturers better able to meet market needs for full package and full factored business. 
· New financing approved


	Why ICT?

	Macedonia’s ICT industry plays an increasingly important role in the economy. The sector is the fastest growing within the country, with some segments—software and IT services—achieving growth rates as high as 35 percent a year. Employment in the sector continues to expand at an average annual rate of 13 percent. ICT’s contribution to Macedonia’s GDP is expected to reach 3 percent by 2010.

That said, much of the sector’s growth is focused on the domestic market, and the sophistication of domestic services is generally low. While a few companies stand out as export-ready—targeting opportunities in areas like business process outsourcing (BPO), software development and animation/entertainment content, many do not offer globally competitive services, or operate in well-developed segments already saturated with competitors. Further growth of Macedonia’s export-oriented ICT market will require a significant increase in the availability of skilled ICT professionals, the development of new competencies, services and products, and in many cases, a change in mindset to welcome strategic partnerships, new investment and new management practices.


Information and Communications Technologies
Similar to FY 2010, MCP will continue working with MASIT and other partners within the ICT sector with a narrow scope. FY 2011 activities will focus primarily on delivery of horizontal services (e.g. workforce development, innovation center and EDA network) to support strategic export, or investment-oriented initiatives. 

Market linkage activities will be very limited, as further skills building is necessary for the sector as a whole to be able to compete internationally.

Strategic Focus
All activities under the FY 2011 MCP ICT vertical program will focus on the strategic result area of repositioning to penetrate higher value market segments, as there are only limited opportunities to expand exports within existing capacities and business lines (focused on domestic market). Although some companies are poised to thrive, the sector is held back by management mindset, lack of market engagement and limited availability of skilled ICT professionals (see text box). 
Most ICT activities will be implemented under the MCP Workforce Development Component, including promotion of the revolving fund to build ICT skills, a training and certification program in Project Management (PMP certification), collaboration with MASIT for an “ICT Olympics’) and collaboration with CISCO to expand training of basic IT skills in schools. 

The Innovation Center will work with MASIT and other partners to develop an IT Competency Network and be available to support innovative entrepreneurs or companies from the ICT sector.
Finally, MCP will be available to support, as needed, ongoing discussions for a strategic partnership between and possible real estate investment involving a large Hollywood studio and local firm FX3X. 
Details on the FY 2011 ICT and expected outcomes can be found in Table 7: ICT Activity Matrix. 

	Table 7: ICT Activity Summary

	 Contribution to SO 1.3 – Accelerating Development and Growth of Private Sector

· New investment (domestic, foreign, strategic partnerships) for expansion, new technologies/practices to respond to market opportunities (in US$)

· New ICT export deals (in US$)

· Generation or enhancement of ICT employment resulting from new export demand or investments

	#
	Activity
	Tasks
	Timeline
	Expected Outcomes

	ICT 1: Repositioning firms and clusters of firms to penetrate higher value market segments

	ICT 1.1 Export-Oriented ICT Skills Development
	Training and certification(via Workforce Development Component)

	Design, develop and deliver training program responding to the MCP/MASIT ICT Workforce:

· Collaborate with MASIT and training/certification companies to delivery PMP and other certification programs

· Promote use of Revolving Fund to MASIT members

· Work with world technology partner (Cisco) to introduce IT basic skills in the schools
	Q1, Q2,Q3,Q4
	· Adoption of new management practices for software development

· Improved project management capabilities
· New software export capabilities
· Development of employee pool able to meet global demands

	ICT 1.2: 

Support Growth and Capacity of ICT Sector
	Support deal between FX3X and Hollywood studio 
	Offer assistance as necessary to finalize strategic partnership:

· Assist in any issues for potential institutional equity investment

· Help FX3X troubleshoot final issues with pending deal.

· Attracting additional partners into Digital Media Zone
	 Q1, Q2
	· Expanded animation export pipeline 

· Adoption of new technologies

· Further developed Digital Media Zone to support growth of sector

	
	Use of MCP horizontal services to support partnerships
	Leverage other MCP activities to support new partnerships

· Workforce Development: See above
· Financial Platform: Facilitate strategic partnerships and investment in new technology and equipment
· Innovation Center: Create IT Competency Network in collaboration with MASIT and support ICT-base innovators
· FDI: Use existing EDA network to identify potential strategic partnerships with ICT business (.e.g. investments, joint projects, joint ventures)
	Year-round
	· Development of employee pool able to meet global demands

· Financing for new investment (resulting in expanded capacity, increased efficiency, new jobs)
· Increased support for early stage IT companies and innovators. 
· New export and/or investment relationships


III. Cross Cutting activities: 

Overview Planned Activities under MCP Horizontal Components for FY 2010

The Competitiveness Project will continue leveraging the success of its horizontal components, namely access to finance, workforce development, infrastructure and innovation, and foreign investment support, to produce outcomes benefiting target MCP sectors and the competitiveness of Macedonia’s wider economy. 
· Innovation (New component introduced in FY 2010) —Supporting Macedonian innovators through the steps needed to take an innovation from concept to commercialization, while building links to create a wider innovation ecosystem within Macedonia. These investments result in new investment, exports, and jobs.
· Access to finance—Helping companies obtain the financing needed to expand or upgrade, while improving internal financial management and business planning. These investments result in new exports, jobs, and more competitive companies able to weather difficult economic periods and thrive in a recovery market as a result of improved practices and new technologies.
· Workforce Development—Building a wider workforce to meet the needs of the Macedonian economy, addressing specific skills needs and achieving the standards and certifications that impact companies’ ability to capture new market opportunities and compete globally. These activities support job creation and enhancement, new exports and investment, and more competitive companies.
· Foreign Investment Promotion—Attracting and supporting international investors with the potential to catalyze transformation within sectors and accelerate job and export growth.

	Prioritizing Horizontal Activities?

	In developing the FY 2011 Horizontal Program, MCP used a variety of criteria to prioritize activities and likely clients, and budget resources accordingly. 
Key criteria for selecting activities include:
· Extent to which activity is market or demand-led

· Likelihood of contributing to MCP performance indicators in terms of exports, investment and jobs.

· Likely return on investment in terms of performance indicators for each USAID dollar invested.

· Potential to support vertical component activities

· Availability, quality and commitment of implementing partners

· Extent to which delivery of services can be scaled or made more cost-effective via platforms

· Potential to achieve sustainable outcomes or MCP legacy.

Key criteria for selecting clients include:
· Willingness to cost-share activities

· MCP target sectors or export-oriented


MCP’s horizontal components achieved significant momentum as the project enters FY 2011. Already, the Innovation Center, which was launched in May, has gained traction supporting a pipeline of innovations. 
In many cases, horizontal component activities are delivered via a platform—such as the financial platform—or a defined (yet flexible) package of services to facilitate more rapid and scalable results. As noted earlier, MCP places an emphasis on orienting the horizontal components towards servicing the vertical components. Furthermore, the Access to Finance and Workforce Development components can be mobilized to support the Innovation and Foreign Investment components. This market-led integration of vertical and horizontal services is expected to accelerate and expand MCP activities. 
The sections below present details of specific objectives and activities planned for next year under each MCP Horizontal Component.

Innovation (NEW COMPONENT)
	Why Innovation?

	Innovation is an essential driver of competitiveness and economic growth in developed and emerging economies. It is an important enabler for companies to improve their competitiveness—through better products, business processes and efficiencies—and an important source of income as they create and commercialize new ideas and technologies. 
It is widely agreed in Macedonia that the country has yet to harness the widespread benefits of innovation, with gaps in total and private sector R&D spending when compared to other countries at similar levels of development. This is partly due to limited capacity and know-how within the private sector to develop, “package” and commercialize new innovations. Furthermore, Macedonia lacks an effective environment for supporting innovators and offering services needed to move from concept to business. 
Experience elsewhere in the world has shown that successful innovation is often an outcome of joint efforts to build an “eco-system” of venture development and technology partners that facilitates leveraging of knowledge, technology and financial resources, cross-fertilization, and synergies between academia, business and finance in order to commercialize innovation.


In FY 2010, USAID asked the Project to design and roll out an Innovation Center to support innovative entrepreneurs or companies with projects and ideas as well as help create a more conducive environment to stimulate and commercialize innovation. The new activity would involve additional funding from USAID.

In May 2010, MCP launched the “Innovation to Business” (I2B) Center in partnership with the National Center for Development of Innovation and Entrepreneurial Learning (NCDIEL). The Innovation Center will link innovators and partners within Macedonia and abroad to access the knowledge, resources and relationships needed to take an innovation from concept to commercialization. The Center started working with a number of Macedonian innovators in areas of renewable energy, agriculture, ICT and chemistry. MCP and the I2B staff have also worked to formally establish the center as an NGO, build services and systems and develop a sustainable business model.
In FY 2011, MCP expects to see innovations realized and the center fully operational.

Strategic Focus

Innovation Center component activities fall into two strategic result areas. The first focuses on building the capacity of Macedonian Innovators and firms to adopt, create and commercialize innovations and technologies. Key activities under this area will involve ongoing efforts to roll out the Center’s operations and achieve sustainability within approximately 18 months as well as build and support a pipeline of innovation projects with commercial potential. Support will include guidance for innovators as they move from concept to realization, including identifying and attracting necessary early-stage financing, establishing partnerships with Macedonian or international market players to facilitate commercialization, and training and coaching to strengthen the capacity of entrepreneurs and innovators to enhance the success of their business.
The second strategic result area involves building an innovation “ecosystem” able to support innovative ventures and bring them to market in a commercially viable way. This involves 1) identifying, training and mobilizing a network of innovation advisors to support innovators; 2) establishing competency networks in select sectors (e.g. ICT, green technology) to provide the services and resources to support innovation and address the special needs of early stage business ventures; and 3) facilitating linkages with sources of innovation and early-stage financing. MCP is working with USAID and selected financial institutions within Macedonia to establish an innovation fund that could be used for small investments (on a revolving basis) to meet the development needs of projects going through the innovation center.
Details on the FY 2011 innovation center and expected outcomes can be found in Table 8: Innovation Center Activity Matrix.
	Table 8: Innovation Center Activity Summary

	 Contribution to SO 1.3 – Accelerating Development and Growth of Private Sector

· New investment (domestic, foreign, strategic partnerships) for expansion, new technologies/practices to respond to market opportunities (in US$)

· New innovation-based export deals (in US$)

· Generation or enhancement of innovation-based employment resulting from new export demand or investments

	#
	Activity
	Tasks
	Timeline
	Expected Outcomes

	INNOV 1: Build the capacity of Macedonian Innovators and Firms

	Establish sustainable Innovation Center
	Structure new organization
	· Identify legal requirements of the organization

· Register the organization

· Determine resources needed

· Determine and introduce internal processes

· Determine services offering

· Determine revenue streams

· Identify potential partnerships
	Year around
	· Develop IC infrastructure and partnerships that can enable IC to provide assistance to innovators

· Service offering determined

· Main revenue streams determined 

· Build credibility in the market

	Support Macedonia innovators from concept to commercialization
	Support pipeline of qualified innovations
	· Create pipeline of innovation opportunities

· Create partnership with organization that work with IP protection

· Create partnership with incubators

· Create partnerships with technology transfer organization
	
	· Sustainable pipeline of innovative projects that can be commercialized

· Network of service providers and governmental institutions that provide help in innovation projects

	
	Assist in accessing innovation finance
	· Identify mature projects that can be commercialized

· Work with innovators to build their capacity in business issues

· Introduce trainings for innovators

· Help innovators structure and pitch investment proposals to investors
	
	· Increased number of investments moving towards “realization stage”

· Build entrepreneurial and business skills to innovators

	· INNOV 2: Build innovation “ecosystem” in Macedonia

	Develop network of innovation advisor
	Identification of IA skill set
	· Identify and contract Innovation Advisors (IA) that can initially help innovators

· Identify methods for extending the network of IA

· Identify incentive model
	 Year-round
	· Create sustainable network of innovation advisors that can drive the commercialization of technology

	
	Training the IA
	· Develop partnerships with training and certification institution

· Develop partnership with University outside of Macedonia that can jointly develop programs for venture creation

· Introduce certification program 

· Train and certify IA
	Year-round
	· Introduction of sustainable new program for venture creation

· Expanded Innovation Advisor network

	Support development of innovation finance 
	Collaborate in development if Innovation Fund
	· Identify potential partners

· Work together in preparation of Innovation Fund (IF) operational framework

· Identify other potential investors in the fund

· Attract fund investors
	Year round
	· IF funds placed 

· Capability to provide pre seed financing

	
	Develop links with innovation finance
	· Identify potential partners

· Develop working relation with venture financing 

· Attract other investors to provide seed financing
	Year round
	· Access to venture financing that currently does not exist in Macedonia

	
	Develop network of business angels
	· Identify potential partners

· Create framework

· Train Business Angels (BA)

· Provide pipeline of projects
	Year round
	· Business Angels Network created

	
	Create competency networks
	Identify potential fields suitable for competency network

Identify partners organization capable 

Creation of competency center
	Year round
	· Creation of Competency center as a mean for creation of skills for supporting new technology


Access to Finance

	Why Finance?

	Finance is a crucial element for the growth for any company. Export-oriented companies often require finance for investments in upgraded machinery or facilities or new product development, as well as working capital to source inputs and engage export customers where a 90-day gap between delivery and payment is standard. Nevertheless, few Macedonian companies approach banks to meet their needs, due largely to perceived unfavorable conditions. For their part, banks face a shortage of bankable proposals. Non-banking finance, such as equity or quasi-equity, is relatively unknown, or rejected as a possible financing avenue. As a result, local businesses often finance upgrades and expansions from internally generated cash or from FFF (friends, family and fools). Ultimately, these companies miss opportunities to grow, penetrate new markets and improve profitability.

MCP believes accessing finance is often a matter of companies 1) being aware of various financing options; 2) improving financial management and planning (e.g. corporate finance); and 3) developing sound business expansion plans and financial proposals. In many cases, financing entails finding the lender or equity partner that best fits a company’s needs.


In FY 2010 MCP witnessed remarkable results under its Financial Platform initiative, which matches companies seeking financing with capable financial advisers who develop, package and pitch bankable investment proposals to financial institutions on a success-fee basis. As of September 2010, its financial advisors helped   66 companies obtain over $16.3 million in approved financing. The resulting $ $29.62 million investment enabled companies to invest in new or upgraded facilities, equipment and technologies that allow them to grow and become more competitive. These investments have resulted in 491 new jobs and $12.36 million in new and expected annual exports.
MCP plans to continue its Financial Platform in FY 2011, with a new activity focused on improving real estate valuation practices, needed to enhance collateral-backed financing. 
Strategic Focus
MCP’s FY 2011 Access to Finance Component will focus on the strategic result area of capturing new investment opportunities, primarily through continued success under the Financial Platform. Even with the economic crisis, entrepreneurs and banks find MCP’s financial advisors are valuable partners in the financing process. Within a tight credit environment, the quality of a financial proposal is even more crucial. Fortunately for MCP finance clients, more financial institutions have shown a preference for proposals developed in conjunction with MCP financial advisors. In the interest of sustainability, MCP has started reducing its cost-share to financial advisors. 
During FY 2011, the MCP Financial Platform will place additional emphasis on servicing clients within the vertical components, particularly exporters needing working capital. Special matchmaking events will be held for apparel companies seeking financing for full package order and the wider exporting community.
In FY 2010, MCP intended to broaden its focus beyond debt and leasing finance. To date, there has been limited progress in this area, as many Macedonian managers are not willing share control of their company. Thus, while MCP will be open to facilitating equity deals in FY 2011, it has not set aside resources for special activities focused on equity. 

MCP will continue activities to expand capacity to meet investment needs. In FY 2010, this will involve a special activity requested by USAID, involving technical assistance to improve quality, accuracy and confidence in real estate valuation. Valuation of assets is key to the functioning of a market economy, and critical to accessing finance (by valuing collateral), accurate accounting, equity transactions, taxes, and a vibrant real estate markets. Activities will include support in policy development related to a new appraisal law, support for creation of an internationally accredited appraiser association, and means to improve public distribution of information generated from appraisals. 
Details on the FY 2011 access to finance program and expected outcomes can be found in Table 9: Access to Finance Activity Matrix. 

	Table 9: Access to Finance Activity Summary

	 Contribution to SO 1.3 – Accelerating Development and Growth of Private Sector

· New financing from debt, quasi-equity and equity funding sources (in US$)

· New investment supporting expansion of exports and employment generation (in US$)

· Creation of new jobs. 

· New exports resulting from financed investment projects 

	#
	Activity
	Tasks
	Timeline
	Expected Outcomes

	FP 1: Capture investment opportunities

	FP1.1 

Increase awareness of available financial services
	Matchmaking events


	Use events as opportunity to spread awareness of available financial services and recruit and match companies with advisors. These include:
· Event to focus on financial instruments supporting export 

· Event focused on financing for apparel 

· Event to cater for the needs of companies from the other MCP verticals (ICT and/or light manufacturing)
	Q1

Q1

Q3

Q2 or Q3
	· Companies better educated on financial services, and the benefit of using them;

· More companies approaching MCP Financial Platform

· Increased use of financial services

· Relationship between financier and financed improved.

	FP1.2. Facilitate Investment Via Financial Platform
	Identify finance projects to support 
	· Collaboration with financial advisors, MCP clients, financial institutions, and other Project partners to identify projects for debt and equity finance.
	Year-round


	· New companies access financial platform to access financing to grow their business

	
	Package & pitch bankable projects
	· Financial advisors work with Financial Platform clients to develop and package bankable investment proposals 
	Year-round


	· New investments resulting in new jobs, exports, more competitive companies

	F 2: Expand capacity to meet investment needs 

	FP 2.1: Strengthen Advisor Network
	Train Financial Advisors
	Organize informational working meetings between financial advisors and financial institutions to gain understanding of the products offered by the banks.
	Year-round


	· Financial advisors able to better serve clients to find right financing mix. 

	FP 2.2 Improve availability of finance
	Facilitate introduction of new products
	Engagement with financial institutions to advocate and/or introduce new innovative financial products
	Year-round


	· New financial products made available Increased use of financial services

	
	Improve real estate valuation practices
	· Engage consultant to help Ministries develop appraising methodologies as stipulated by the Law on Appraisers, 

· Support Ministries in organizing first round of trainings on the methodologies and certification exams,

· Support the founding of the chamber of appraisers
	Year-round


	·  Methodologies developed

· Trainings organized

· First cadre of appraisers certified

· Chamber of appraisers established


	Why Workforce Development?

	Although Macedonia suffers from an unemployment rate as high as 36 percent, companies often complain about a shortage of talented employees and candidates. This disconnect between supply and demand of workers is a serious impediment to companies’ ability to compete in a global economy; skills shortages are widely acknowledged as the most critical obstacle to the growth of Macedonia’s economy. Shortages are particularly acute in highly skilled, knowledge-based, and technological areas essential to growth industries, such as ICT or light manufacturing, but also hinder competitiveness in traditional sectors like apparel.

Skills shortages also undermine investment facilitation. While tax incentives and low production costs can help attract international companies to Macedonia, the availability and trainability of its workforce often play a pivotal role in the final decision process. If a company considering Macedonia as an investment location believes it must use significant resources to train employees to meet its skills requirements, it may choose to locate where a workforce with the required skills already exists.


Workforce Development 
MCP will continue working with education and training institutions, HR companies and industry stakeholders to implement systematic and market-led solutions aimed at fixing the broken links between what businesses need and what Macedonia’s workforce can offer.

The flagship of the workforce development project has been the “My Career” internship and job placement initiative. To date, MyCareer has facilitated over 1328 Internships and 176 full time jobs. In FY 2011, efforts will focus on the sustainability of the initiative, with a planned spin-off of MyCareer into a commercially viable organization. Other activities will focus exclusively on MCP sectors, particularly skills development for ICT. 

Strategic Focus

A significant level of effort for this component in FY 2010 will focus on building sustainability of MCP initiatives under the strategic result area to address national workforce requirements. With the MyCareer initiative well-established and operating smoothly, and with the number of participating companies and job placements increasing, the Project will focus on the plan to spin off the initiative. Already, MCP has recruited employers interested in purchasing packages to manage internship placements, training and internal career development. Other sustainability efforts include shifting leadership of the Workforce Development Task Force to the HR Association, and establishing a career counselors association to take over management of the GCDF program and other career development initiatives. MCP will continue organizing e-career fairs and providing career development training.

MCP has also dedicated financial and staff resources to the strategic result area address sector- specific workforce requirements with a primary objective of supporting the vertical sectors and potential investments. As the vertical components have gained traction in market linkages, the Project is positioned to deliver training programs that respond to specific market or investment opportunities. Training activities will include 1) use of the revolving fund to train new recruits in light manufacturing and ICT, 2) cost-shared training or certification programs tailored to meet a specific skills gap; and 3) partnering with industry and training/educations institutions to develop curricula that will produce a pool of candidates for specific industry needs. While the Workforce Development team will manage these industry-led training activities, design and delivery of the training will be led largely by the vertical sectors or Foreign Investment Component Teams.

Details on the FY 2011 cross-sector market linkage program and expected outcomes can be found in Table 10: Workforce Development Activity Matrix.
	Table 10: Workforce Development Activity Summary

	 Contribution to SO 1.3 – Accelerating Development and Growth of Private Sector

· New internship placements

· New job placements as a result of skills advancement or certification.

· New exports facilitated by better qualified workforce and certifications. 
· Skills gap between industry and workforce reduced through training and change of academic curricula that reflects business needs
· Improvements in management practices

	#
	Activity
	Tasks
	Timeline
	Expected Outcomes

	WFD 1: Address sector-specific workforce requirements

	WFD 1.1 Industry-led training 
	Revolving Fund
	Meet specific market or investment workforce needs through cost-share with the revolving fund.

· Monitor the progress of earlier Revolving fund projects 

· Design and organize delivery with new client companies
· Help recruit trainees,
· Cost share delivery of training with Client Company and employees.
	Year-round 
	· New employees trained

· New jobs facilitated

· New investments or export opportunities captured

	
	Tailored training programs
	Training to address skills needs to pursue a market opportunity or objective.

· Work with qualified training providers and client companies to design and deliver training programs. 
· To implement at least one training program demanded by the industry for either exiting and/or new employees
	Year-round
	· Skills gaps resolved within client companies,

· New export opportunities facilitated via more qualified workforce

· Reduction of cost of training for companies,

	
	Partnered programs at education institutions
	· Monitor the progress of the content and delivery of the training of the program between KNAUF and Vocational School Zdravko Cockovski, Debar

· Identify the local companies or FDI’s which have a need for customized in-house trainings,
· Develop at least one partner program between a Vocational School and private anchor company in offering training which should be integrated in the formal curricula/academic program of the institution
	Year-round
	· Development of employee pool able to meet global demands

· Long term improvements in education system through more effective partnership between academia and private sector,
· Up-grade of skills of participants undergoing through the training

	
	Skills-based certification program 
	· Develop and cost-share the delivery of short-term, targeted programs that build specific skills lacking in the market. 

· Collaborate with qualified training and certification bodies to deliver certification programs (PMP, GCDF etc) 
	Year-round
	· Development of employee pool able to meet global demands,

· Adoption of new management practices. 

	WFD 2: Address national workforce requirements

	WFD 2.1

National Internship and Job Placement Program
	Developing an NIJP sustainability model
	· Develop a sustainability model scenarios for the Internship program and career counseling,

· New entity to be legally registered,

· Launch the services (packages) to be offered by the NGO.


	Q1

Q2

Year-round
	· A business model developed with financial results of the new organization,

· Organization with clear structure and staffing model is registered,

· At least 70 packages sold 

	
	Maintain My Career portal
	· Ongoing Technical maintenance of the portal,

· new modules/features added to the portal,

· Re-design implementation of the existing look of the site
	Year-round
	· Increased traffic at MyCareer portal.

· Increased intern placement rate

	
	Matchmaking and placement services
	Use MyCareer Portal as nexus for facilitating matchmaking between companies and students/job seekers

· Introduce new activities such as: e-Career Fair, On-line forums, presentation, video up-loads, presentation etc.
· Organize two new e-Career Fairs 
· Enhance on-line capabilities to facilitate matches
	Year-round
	· Increased number of new jobs created through the portal
· Increased number of interns placed 
· At least 10 companies participating in the e-Career Fair commercially and 20 interns placed

	
	Career development training
	Training programs to prepare student and companies with the recruitment process

· Training for students on the career development strategy 
· Training for company mentors on how to integrate the students in the work place
	Year-round
	· Development of employee pool able to meet global demands

· Improved HR management and career development programs within companies

	
	Career counseling & mentoring development
	· Institutionalize the GCDF certification program

· Explore ways to export GCDF services outside Macedonia
· Help establish Association of Career Counselors in Mac.

· Lobby the government to recognize Career Counseling as a profession in Macedonia, and if recognized, train pedagogical staff in the primary/secondary schools on GCDF
	Q1

Q1

Q1, Q2
Q3, Q4
	· Introduction of new generation of career counselors which will provide trainings for the program
· Development of employee pool able to meet global demands

	WFD 2.2

Labor Market Improvements
	National WFD working Group
	Support forum for stakeholders to advocate improvements in labor policies, education policies and curricula to enhance the quality and flexibility of Macedonia’s workforce

· Work in the legislation changes to improve the existing law on internships and part-time work

· Organize quarterly workshops to discuss selected topics and make recommendations 
· Collaborate with Working Group to advocate specific policy and curricula enhancements through white papers, joint policy recommendations, lobbying, etc.
	 Year round

	· New law internship and be presented to the Government of R. Macedonia

· New policies, programs and curricula developed

· Education system better able to develop of employee pool able to meet global demands 

· Specific workforce impediments removed 


	Why Foreign Investment?

	Foreign investment enables a country like Macedonia to quickly generate new jobs and exports, while benefitting from transformational global market linkages, technology and knowledge transfer, domestic supply chain development and upgraded skills base. 

Now is the right time to attract investment to Macedonia. Not only has the Government enacted a favorable legal and incentive regime, but the economic crisis has caused global companies to investigate new investor-friendly and lower-cost locations to make their supply chains more competitive. Furthermore, Southeastern Europe, including Macedonia, is an emerging investment destination for many in Europe and further east as Asian companies look to gain proximity and duty-free advantages to penetrate the EU market.

Despite these opportunities, Macedonia remains off the map for many, and little-known by others. With the right pitch and support, these investors could make Macedonia their home.


Foreign Investment Program
Throughout FY 2010, MCP helped generate and facilitate investment leads through its EDA network and collaboration with Invest Macedonia and the Minister of Foreign Investment.  A number of other leads are in mid and advanced stages of development; if realized, they would create millions of dollars in new investment by the end of the project. Leads of interest include the pending logistics park investment, a potential waste-to-energy (W2E) production factory, and a possible pharmaceutical investment. The Project is following up and supporting these leads as they progress, offering horizontal services such as the financial platform and revolving fund to speed roll-out of projects, or vertical component activities to help develop local supply chains—as necessary—around an investment opportunity.
Strategic Focus

The MCP FY 2010 Foreign Investment component activities will fall into three strategic result areas. MCP will continue activities in the development of the investment pipeline. Although MCP remains open to any investment leads that would create jobs or expand exports, it will focus on attracting investments that fall within MCP target sectors or involve infrastructure or innovation investments with catalytic potential. As investment leads (particularly larger ones) can take six to 18 months to be realized, MCP will start winding down the pursuit of new investment leads starting in January 2011 and focus on supporting current leads. 

By mid-year, MCP expects to be heavily engaged in servicing potential investors: offering hand-holding, troubleshooting and cost-shared support for MCP horizontal services to new potential investors. If the logistics park investment moves forward as expected, MCP expects to play a strategic role facilitating roll-out and attracting investors to locate within the park. If the W2E project goes ahead, the investor will need assistance implementing a very rapid schedule to have the production plant operational within 18 months. MCP expects to not only service investors within its own pipeline, but also those that may come from Invest Macedonia. Within this context, investors may tap the financial platform to facilitate joint venture deals with local partners, the revolving fund to train new recruits, and industry-led training and education programs to produce a pipeline of quality workers able to meet their needs.
MCP will continue to cooperate with Invest Macedonia and the Minister of Foreign Investment to collaborate in the identification, screening and support of priority investment lead as part of efforts to strengthen government investment promotion capacity. The Project expects the planned follow-up to the USAID Business Environment (BEA) project will be a partner in this area.
Details on the FY 2011 foreign investment component and expected outcomes can be found in Table 11: Foreign Investment Activity Matrix. 
	Table 11: Foreign Investment Program Activity Summary

	 Contribution to SO 1.3 – Accelerating Development and Growth of Private Sector

· New foreign investment (in US$)

· New exports resulting from investments (in US$)

· Generation of employment resulting from new investments

	#
	Activity
	Tasks
	Timeline
	Expected Outcomes

	FDI 1: Developing Investment Pipeline

	FDI 1.1

Opportunity Identification
	Creation of new investment leads
	· Use of EDA network in multiple countries to identify new investment, strategic partnership or sourcing targets

· Support EDA’s in cultivation of opportunities with information and technical support
	end of 2010
	· Expanded pipeline of investment leads

	
	Lead sharing with Invest Macedonia
	Collaborating with Invest Macedonia on sharing and managing investment leads

· Identify leads of interest and define roles for IPA and MCP

· Execute joint initiatives to attract priority FDI targets 
	Ongoing
	· Expanded pipeline of investment leads

·  Increased likelihood of investment leads being realized

	
	Identify locally driven opportunities
	· Use network of financial facilitators and other partners companies to identify and pre-screen locally driven investment opportunities 
	 Ongoing 
	· Expanded pipeline of investment leads



	
	Package and pitch proactive proposals
	On reactive or proactive basis, prepare “teasers” and proposals to move investment opportunities forward.

· Preparation of proposals of locally driven opportunities to be pitched via EDA network. Provide ideas on partners, locations, value proposition

· Preparation of proposals generated by EDA network to pursue specific investment targets. Provide ideas on partners, locations, value proposition
	Ongoing 
	· New investment opportunities captured

· Increased likelihood of investment leads being realized

	FDI 2: Servicing Potential Investors

	FDI 2.1

Pre-investment support
	In-house research service
	· Use of MCP staff to provide information to EDA network and investment targets based on specific opportunities
	Ongoing 
	· Increased likelihood of investment leads being realized

	
	Investor hand-holding and troubleshooting
	Use MCP staff, local network and resources to help investors through steps required to realize investments

· Facilitate engagement with Government of Macedonia

· Assist in finding appropriate local partners, sites, suppliers

· Help overcome obstacles or problems encountered in decision-making or realization process
	On going 
	· Increased number of investments moving towards “realization stage”



	FDI 2.2

Provision of Services for Investment Realization
	Use of MCP services
	Leveraging activities from other MCP activities to support realization of a specific investment opportunity

· Financial platform: Facilitate structure and funding for strategic partnerships involving local partners, or additional capital required to realize deal.

· Workforce Development: Design and implementation of industry-led training programs to address investors’ specific skills needs
· Revolving fund
	On demand
	· Realization of investment opportunity

· Financing support for new investment 

· Development of employee pool able to meet investors needs.

	LM 3: Strengthening Government Investment Promotion / Export Efforts

	FDI 3.1

Develop GOM ability to ID and capture opportunities
	Strengthen GOM investment promotion / export capacity
	· Continued support of Invest Macedonia’s Country Economic Promoter Network abroad
· Donor coordination for development of MakInvest export capacities 
	Ongoing 
	· More effective Government of Macedonia efforts to attract investment/international buyers 
· Expanded pipeline of investment / export leads


IV. Knowledge Management

Communications and Intellectual Leadership

The Competitiveness Project implements a Communications and Outreach (C&O) program that uses a variety of communication and outreach tools, including public events and conferences, promotional materials, newsletters, success stories, white papers, and the MCP project website. The C&O component aims to 1) raise the awareness of MCP activities, events and achievements; and 2) provide intellectual leadership related to innovative MCP approaches, new business models and practices, and new export development concepts.

	Why Communication?

	MCP’s clients and partners know the Project and its various initiatives, and understand the approach and methodology behind much of what it does. For the wider public and stakeholder community, however, additional efforts create greater awareness of its innovative ideas, as well as disseminate the concepts and business models that Macedonian companies should pursue to become more competitive and succeed in efforts to grow and penetrate international markets.


During FY 2010, the C&O Component helped raise the profile of the project by creating awareness of both vertical and horizontal activities, with regular exposure in national newspapers, news and talk show programs and other publications. For the Apparel B2B, it brought in international journalists to cover the event and the apparel sector. MCP also provided a series of thought leadership pieces in the national business magazine “Kapital” and published and distributed its “Macedonia COMPETES” newsletter.
MCP will continue its aggressive communications program in FY 2011. Examples include:

Building Awareness of MCP Activities

· Regular maintenance of the MCP project website, with information on activities, press releases, success stories and other publications.

· Regular press releases with information on initiatives, events, developments, and achievements
· Promote print and broadcast media coverage of important events and outcomes
· Regular publication and distribution of success stories.
Intellectual Leadership
· Regular contributions to Kapital 
· Publication and distribution of “Macedonia COMPETES” newsletters
· Regular contributions to USAID newsletters

· Contributions to RCI newsletters
Monitoring and Evaluation and Performance Monitoring
The Competitiveness Project will continue to monitor and assess results to measure overall impact, focus resources in the most cost-effective areas, and make appropriate, timely adjustments. The established monitoring and evaluation system is a vital tool for measuring the impact of project activities on firms and supply chains in the targeted sectors, making it an important instrument for project reporting, but equally so for project management. Project activities outlined in this work plan are organized around measurable project performance targets (see PMP Table below). 

MCP activities aim to improve the performance of firms and supply chains in targeted sectors, so a significant proportion of M&E efforts will track technical assistance and resulting outcomes at the firm and supply chain level. Information management system software application is presently being considered to manage and analyze data. The Project will use this information as a feedback mechanism to guide management and implementation. 

The monitoring and evaluation system incorporates different methods to measure the outputs, outcomes and impact of MCP activities, such as interviews, surveys, regular relationships with the client companies, updated company profiles, etc. The system tracks updates on all PMP indicators, such as sales, exports, number of employees, new capital invested, etc. Regular visits and good relationships with client companies are essential to get updated information on the results of project interventions.
The Project will also continue measuring the effectiveness of cross-cutting activities to ensure that they are 1) helping students and workers develop skills and obtain jobs; 2) helping companies find qualified workers, access capital, locate infrastructure services, and acquire new technology to expand and/or become more competitive. All companies and individuals participating will be required to fill in simple questionnaires prior to and after the completion of the intervention providing data to be captured and tracked in the project PMP. This information will serve as a feedback mechanism to guide project management and implementation, and monitor the popularity and use of specific activities and programs. 
MCP will continue to track indicators in the PMP chart in Table 12: Performance Monitoring Plan below, and provide quarterly updates for indicators number 1, 2, 6 and 7. Indicators numbered 3, 4, 5, 8 and 9 will be surveyed and reported on annual basis. 
Table 12: Performance Monitoring Plan
	 
	Performance Indicator and Unit of Measurement
	Indicator definition
	Baseline
	Target FY2008
	Actual FY2008
	Target FY2009
	Actual FY2009
	Target FY2010
	Actual FY2010
	Target FY2011
	Cumulative to date
	Target LOP

	1 *
	Number of firms receiving USG assistance to access bank loans or equity.
	Firms referred to accessible bank loans or equity. 
	N/A
	20
	23
	30
	62
	40
	75
	50
	160
	200

	2 *
	Number of firms that successfully accessed bank loans or private equity as a result of USG assistance.
	Firms that have been referred to, have accessed bank loans or private equity, and have acquired new capital to expand operations.
	N/A
	4
	0
	15
	22
	25
	65
	26
	87
	100

	3
	New capital invested in Macedonian firms, through project interventions. (million $)
	A total of new capital invested in firms, (includes foreign, domestic, joint ventures, recycling of profit, bank loans and equity financing.) 
	N/A
	6.00
	1.80
	20.00
	16.24
	35.00
	38.35
	44.00
	56.39
	150

	4
	New capital invested in Macedonian firms by external agents, through project interventions (million $)
	Portion of the new capital invested in firms from foreign sources. 
	N/A
	4.00
	1.20
	15.00
	5.80
	26.00
	8.70
	30.00
	15.70
	105

	5
	Percent of firms’ new investments financed through external agents.
	The FDI in firms as a percentage from the total capital invested.
	N/A
	67%
	67%
	75%
	36%
	74%
	 
	68%
	0
	75%

	6 *
	Number of firms receiving USG assistance to improve their management practices.
	Firms receiving project assistance to improve their management practices
	N/A
	10
	84
	20
	98
	45
	310
	45
	492
	150

	7 *
	Number of firms receiving USG assistance to invest in improved technologies.
	Firms receiving project assistance to invest in improved technologies or facilitate its access.
	N/A
	5
	82
	10
	24
	10
	53
	10
	159
	45

	8
	New job capacity added in Macedonian firms.  (disaggregated by gender)
	Total
	N/A
	500
	353
	2,500
	1,860
	3,000
	3,464
	3,000
	5,677
	10,000

	
	
	a. New jobs created or filled in targeted firms, including estimate of their supply chains as result of assistance provided.
	N/A
	 
	 
	 
	693
	 
	774
	 
	1,467
	 

	
	
	b. Employable workforce developed to meet demand from employers. 
	N/A
	 
	 
	 
	849
	 
	2,074
	 
	2,923
	 

	
	
	c. Internships placements
	N/A
	 
	 
	 
	318
	 
	1,010
	 
	1,328
	 

	9
	Increase in total exports as a result of project intervention. (million $)
	Increase in the total of exports in goods and services as a result of project assistance. 
	N/A
	2.00
	0.00
	8.00
	8.38
	10.00
	22.60
	13.00
	30.98
	50


Annex 1: MCP Response to USAID Evaluation.

	Overall

	Evaluation Comments/Recommendation
	Project Response

	1. Project emphasis is focused on creating market linkages and facilitating communication of market expectations to firms, but less so on helping firms to implement improvements in managerial and production practices that are expected by markets. 
	MCP carries out efforts to build capacity, improve management and production practices is market-led in response to specific opportunities. Capacity building efforts are limited to some extent by available resources.

MCP FY 2011 work plan has additional focus on capacity building via financial platform, certification platform, workforce development, 

	2. Inadequate emphasis has been placed on using the Access to Credit and Export Facilitation (Market Linkages) activities as ―carrots, to incentive firms to enter a relationship with the Project and then connecting firms to other Project activities aimed at improving production and management practices. 
	Access to finance is typically used as an entry point for doing more work with the same client companies. MCP does place emphasis on linkages between finance and other components, albeit not exclusively. In FY 2011 greater emphasis on addressing needs of target sectors (e.g. working capital for apparel) 

	3. Much greater emphasis is given, in allocation of project resources and in M&E, to the horizontal components than to the vertical components. That is, resources are allocated to assist firms operating throughout the economy and not particularly focused on targeted sectors. 
	In previous years, horizontal activities had a wider focus. In FY 2011, MCP is placing larger emphasis on orienting the horizontal services towards target vertical sectors, particularly in the case of finance (e.g. apparel finance) and workforce (e.g. revolving fund). 

	4. The Project has inadequate outreach efforts. Many potential beneficiaries are not aware of the full range of available Project resources. 
	The Project does use a variety of outreach tools, including individual meetings, events, print and electronic media that provide information on project services.  Extra effort will be placed on further distributing such information.

	5. Monitoring and evaluation efforts face several issues: PMP targets in some cases skew Project attention toward lower-priority activities, while not focusing resources on certain higher priority activities; some PMP targets are overly ambitious; the process of collecting PMP data is done conscientiously but not very transparently; and some aspects of PMP, such as calculating indirect impacts, are lacking. 
	Evaluation of all PMPs is being done with two quarters time lag. The projected numbers are within 5% error 

This effort will continue in the future on a regular basis.

	Recommendations. 

	General 

	1. More emphasis should be placed on helping firms implement improved managerial and production practices that the market indicates. 
	MCP carries out efforts to build capacity, improve management and production practices is market-led in response to specific opportunities. Capacity building efforts are limited to some extent by available resources.

MCP FY 2011 work plan has additional focus on capacity building via financial platform, certification platform, workforce development,

	2. Emphasize export opportunities and access to credit as lead ―carrots‖ to motivate firms to participate in Project activities. 
	MCP regularly uses project marketing and access to finance efforts to create linkages with other project activities.  

MCP FY 2011 work plan has additional focus on creating linkages across different components.

	2. Continue FDI activities to strategic investments and pre-existing leads. 
	MCP will continue developing and managing its FDI and strategic pipeline.

	3. Portfolio managers and all Project staff should ensure all client firms are fully aware of available Project services on a continuous basis. 
	The Project does use a variety of outreach tools, including individual meetings, events, print and electronic media that provide information on project services.  Extra effort will be placed on further distributing such information.

	Apparel 

	4. The Project should continue B2B efforts in apparel to promote market linkages. 


	A second B2B event, a buyer’s week is under preparation with a wider EU focus.

	5. The Project should provide more assistance to help apparel firms develop capacity and practices for full-package production. 


	The Project already provides advice and assistance, however MCP is intensifying these efforts to help address fabric sourcing challenges. 

	6. MCP should collaborate with BEA in conveying to Government the need to continue driving downward labor taxes and contributions. 
	MCP agrees that the Government should be aware of the impact of social contributions on overall costs, but not that lower social contributions should not be considered as a path to increased competitiveness. 

	7. A future USAID vocational training activity should work on the task of reforming vocational education and training for the apparel industry, including collaborating with the Ministry of Education. 
	MCP has initiated discussions between TTA, education institutions, and Ministry of education on making sure that the skills acquired in the educations match the ones needed in the sector. 

	Light Manufacturing 

	8. The Project should provide more technical assistance to help improve management and production practices in light manufacturing firms, and achieve standards and certifications (keeping in mind the assistance other organizations provide). 
	MCP has been implementing a certification platform to support certifications within the light manufacturing and apparel sectors, as well as providing regular information on market requirements.

	9. The Project should provide more workforce development training to light manufacturing firms tailored to specific firm needs, including through the Revolving Fund. 
	MCP has developed tailored workforce development initiatives with Ruen IT and Knauf (construction), and is in the process of negotiating possible revolving fund support to other companies.

	ICT 

	10. IT firms need assistance in formulating a strategic vision based on advice regarding their potential comparative advantage.
	MCP agrees, and has been supporting development of ICT Export Strategy led by GTZ.  The Project does not have the resources for individual export strategies and in unsure whether ICT companies have the mindset and commitment to take steps necessary to truly become export competitive.

	11. Provide firm-tailored training and workforce development through creation of train-the-trainers programs and partnerships with leading IT firms. 
	MCP has supported revolving fund training in animation and visual effects and is recruiting additional ICT companies to take part.  MCP workforce development component is also planning to offer certification programs that will benefit ICT companies.

	12. More communication is needed to make IT firms aware of available Project services. 
	For strategic purposes (refer to work plan), MCP has chosen to limit level of resource used for ICT, and thus has chosen not to create expectations through extensive outreach.  ICT companies have benefitted greatly from internship platform.

	Access to Finance 

	13. Consider whether Access to Finance activities should focus on bank loans only or also on alternative sources as well. 
	MCP strongly feels that access to finance activities should consider ALL potential sources of investment. 

	14. If the Project does continue promoting types of financing other than traditional bank loans, it is important to focus on various mechanisms for financing exports. 
	MCP already promotes a variety of CAPEX and working capital mechanisms, and is placing a special emphasis on trade finance during FY 2011. 

	15. Consider whether loans should be targeted to verticals, and/or linked to capacity building activities. 
	The access to finance component is open to a variety of companies and sectors, although in FY 2011 the project has changed is incentive scheme for financial advisors to encourage a special focus on export companies and those in target sectors.

	16. Emphasize export opportunities and access to credit (not FDI) as lead ―carrots to motivate firms to participate in Project activities. 
	MCP regularly uses marketing and access to finance efforts to create linkages with other project activities.  

MCP FY 2011 work plan has additional focus on creating linkages across different components.

	17. Introduce training for facilitators and procedures to ensure that firms participating in Access to Finance activities also receive other Project services, so that lending becomes a carrot that leads to improved management and production techniques.
	Financial advisors have already been given training and information on other services.  Many times, access to finance clients are referred to advisors as a result of market linkage or other activities.

	Workforce Development 

	18. Spin off the internship program, for instance to a new USAID workforce development program.
	An independent NGO has already been created with the intention of spinning it off into a sustainable organization. Sustainability is now being tested by selling packages to client companies 

	19. Focus workforce development on programs highly tailored to firm needs, leaving broader vocational training for other projects. 
	MCP has already designed and implemented industry-led training programs addressing needs in light manufacturing, ITC and construction, but is placing an even greater emphasis, via the revolving fund, during FY 2011.

	20. Vocational training, for instance in apparel, requires curriculum changes to ensure students are taught currently needed skills. Such an activity could be assigned to a new WFD project. 


	MCP agrees and is positioned and willing to play a strategic and supporting role in this process.

	21. The Revolving Fund should be further developed and institutionalized.
	MCP agrees and is in the process of recruiting new revolving fund clients.

	Foreign Direct Investment 

	22. Emphasize export opportunities and access to credit (not FDI) as lead ―carrots‖ to motivate firms to participate in Project activities. 
	MCP regularly uses marketing and access to finance efforts to create linkages with other project activities.  

MCP FY 2011 work plan has additional focus on creating linkages across different components.

	23. Continue FDI activities to strategic investments and pre-existing leads. 
	MCP will continue developing and managing its FDI and strategic pipeline during FY 2011.

	Market Linkages 

	24. Market linkages should remain a primary focus of Project activity but should be regarded as a gateway through which to bring firms into other Project activities, and not only as an end in itself. 
	MCP already carries out efforts to build capacity, improve management and production practices that are market-led in response to specific opportunities. Capacity building efforts are limited to some extent by available resources.

MCP FY 2011 work plan has additional focus on linking other MCP services (e.g. financial platform, certification platform, workforce development) to lead generated through market linkage activities.

	Monitoring and Evaluation 

	25. The methodology of counting recipients of assistance should include not only firms participating in activities of horizontal activities but also firms participating in activities of vertical components. 
	MCP has tracks performance across all components. Due to time lags form lead to transaction within the vertical sectors, it can take 6-12 months for outcomes to be recorded.

	26. The target for FDI should be substantially reduced, or the indicator eliminated. 
	FDI was severely affected by the global recession: across the Balkans FDI fell 80% (from $4.5 billion in 2008 to $900 million in 2009.)  We anticipate that investments will resume once the crisis eases, but suggest reducing the FDI target (indicator 4) 60% from $105 million to $40 million.   MCP can eliminate indicator 5

	27. If and when the internship is transferred from the Project or lowered in priority, consider eliminating the number of internships from this Indicator and reducing the targets commensurately. (A target of 6000 might be more appropriate, counting past jobs and internships, plus only future jobs.)
	MCP expects continue to participate in any spin-off of the internship platform and GCDF.  Additionally, MCP feels it is appropriate to continue to track results in this area since they are a result of a significant project investment.

	28. Consider splitting vocational training from job creation in two separate indicators. 


	We agree that indicator 8, “New job capacity added in Macedonian firms” is not easily understandable because it aggregates three related but dissimilar result areas: (a) new jobs created or filled, (b) trainings to create an employable workforce and (c) internship placements.  To make this result area unambiguous, we suggest MCP continues to report on these components but eliminates the aggregated result.  In other words, we suggest replacing indicator 8 with three indicators.

	29. Consider the benefits and costs of increasing the extent of job creation measurement, including jobs created from exports and indirect job creation that comes from multiplier effects on upstream suppliers and the broader economy. 


	Supply chains in our vertical areas of focus are not deep enough to warrant the creation of validated multipliers for exports.  Because apparel, IT and manufacturing companies in Macedonia are almost invariably end-suppliers to foreign buyers the lift in job creation for upstream suppliers would be minimal.  

	30. Creation of jobs should be reconfirmed with firms at some point after loans have been made and put into use. 
	This process has already been carried out in FY 2010 and the results suggest minimal changes in overall numbers.  Revised numbers will be reported as they are verified with the companies.

	31. Consider eliminating ―recycling of profit as one of the sources of capital counted in this indicator. 
	MCP believes it is important to track all capital invested in expansion projects, regardless of the source.  Bank loans are made with commitments of co-investment from companies. MCP has established a process to follow-up validate that total investment numbers are accurate.

	32. Indicator 6:  Consider re-defining this Indicator only to include assistance directly to firms to improve their management and production practices, and to exclude assistance related to market linkages activities and internships.  
	This indicator is required by USAID worldwide, and we believe we are not at liberty to redefine it.  

	33. Consider adding a new indicator: Number of firms implementing improved management or production practices.
	We agree.  We can include this as a new indicator.

	34. Consider the benefits and costs of introducing an indicator to measure firm productivity. 
	We feel that this would be a very difficult indicator to introduce defensibly, given the diversity of companies we serve.  However, if necessary, we can track sales (turnover) as a rough proxy for productivity improvement.

	35. Create a written, detailed explanation for how all indicators are calculated, which should be provided as footnotes or an attachment each time the PMP results are presented. 
	OK

	Outreach 

	36. Portfolio managers and all Project staff should ensure all client firms are fully aware of available Project services on a continuous basis. 
	The Project does use a variety of outreach tools, including individual meetings, events, print and electronic media that provide information on project services.  Extra effort will be placed on further distributing such information.

	Clarification of Intended Beneficiaries 

	37. It is important to discuss and clarify who the beneficiaries of the Project should be: Are main targets of Project assistance micro-, small, or medium enterprises, or large anchor firms? Are intended beneficiaries Macedonian firms only, or also foreign owned firms? 
	The criteria for selecting MCP client companies are expected PMP results in terms of investment, jobs and exports

	Coordination and Collaboration 

	38. USAID should facilitate periodic coordination and planning meetings with economic growth programs, and give particular emphasis to facilitating MCP-BEA collaboration. 
	MCP already has collaboration with BEA and Ag-Biz Projects.  MCP expects intensive collaboration with the upcoming USAID IDEAS project.  

	Sustainability 

	39. USAID and the MCP should consider to what extent ―sustainability means long-lasting impact vs. continuation of assistance activities. 
	MCP agrees. 
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