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Action Plan to Introduce the Programme-based Approach Concept 
in Macedonia

Prepared by the joint donor coordination working group -- February 2009

1. The “PBA Action Plan” is based on international experience and knowledge, tailored to the Macedonia-specific situation

· Introduction and implementation of the Programme-based Approach (PBA) in Macedonia is guided by a conceptual framework described in the following brief papers: 

· Guiding Principles – Application of the “Programme-based Approach” concept for management and delivery of external assistance in Macedonia; 
· What is a “Programme-based Approach” and how to implement it – summary of global knowledge and experience; and

· Priority Programme areas for the Introduction of the PBA concept in Macedonia.


· The Macedonia PBA Action Plan translates this conceptual framework into a specific and time-bound plan reflecting mutual Government and international partners’ commitment to introduce and implement the PBA in Macedonia.

· Implementation of the PBA will be launched in the five programme areas proposed by the Government, following a respective assessment of these programme areas and guided by respective programme area PBA implementation plans.

2. 
Initial institutional set-up for the respective programme areas 

· The assessment of the respective programme areas and the development of the respective PBA implementation plans will be performed and coordinated by joint senior-level programme working groups. The programme working groups will be composed of line ministries experts (in aid coordination & strategic planning), international partners active in the respective programme area, Secretariat for European Affairs (SEA) representatives, representatives of Ministry of Finance (experts in public finance management & experts from the Department for Macroeconomic Policy Planning), representatives from the Government’s General Secretarial Department for Strategy, Planning and Monitoring  and project members of the “Capacity Building for Aid Coordination” project. 



· The respective programme working groups will be led by small teams of focal points, composed of 2-3 senior Government representatives and 2-3 international partners’ representatives. 



· For each of the five programme areas, one line Minister will have the political responsibility for oversight and guidance of the programme working group. The Minister will be held accountable to ensure that the sector assessment and the development of the respective PBA implementation plan will be finalized by 30 June 2009 – see below.

· The nomination of the respective focal points, the composition of the joint programme working groups and the entrustment of the political responsibility to the respective line Minister will be finalized by 13 March 2009. For the national members of the programme working groups and the respective national focal points, SEA will receive proposals by the line ministries and institutions. The proposal will be communicated by SEA to be approved by the Government of Macedonia. International partners will inform the Government about their respective representation in the programme working groups and the focal points. 

· Following the nomination of the respective programme working groups, a one day launching event will be organized by SEA by 20 March 2009. The aim of the meeting will be to increase mutual understanding and PBA knowledge of the national and international working group members.
3.
Programme area assessment and respective PBA implementation plans

· In each of the five programme areas, a “quick and simple” assessment will be undertaken. A template for all five programmes will be developed by 20 March 2009, covering the following areas: 

· Scope of the programme – reaching a common understanding about the area covered by the PBA. Possibilities to start with selected subsectors in a phased manner will be explored.

· Analysis of key programme stakeholders and best organizational set-up of a dialogue and PBA implementation mechanism in the respective programme area. This would include programme-specific guiding principles on how to work together (“light” code of conduct).

· Availability of programme priorities and key medium-term results framework to anchor the PBA in the respective programme area, based on sector and sub-sector strategies and Government priorities 

· Initial assessment of institutional capacity in the respective programme area, including identification of capacity gaps. This would provide the basis for a coherent and systematic capacity enhancement approach to be supported by international partners.

· Stocktaking of all international partners assistance and projects – a comprehensive “who is providing what support” for the respective programme will be conducted.

· Based on the assessment, for each of the five programme areas, an indicative first PBA implementation plan for the tailored introduction of the PBA in the respective programme areas will be developed.  The indicative implementation plans would cover the period until end 2010, including a more detailed plan for the remainder of 2009.

· The “quick and simple” programme area assessments and the preparation of the respective indicative PBA implementation plans should be finalized by 30 June 2009.
4.
Initial dialogue and learning mechanism

· The existing senior Government – international partners working group, chaired by the SEA Secretary of State, will ensure oversight at technical level of the work of the 5 programme working groups.



· This working group will meet on a monthly basis until June 2009 with the respective programme area focal points to ensure that programme-level work remains on track and to foster cross-sectoral learning concerning the preparatory work for the introduction of the PBA in the respective programme area.



· In early July 2009, a high-level donor coordination meeting will be held. The meeting, to be chaired by the Deputy Prime Minister SEA, will bring together the respective line ministers and their teams as well as the ambassadors and high-level representatives of the international partners. The meeting will discuss the respective programme area assessments and decide on the proposed indicative PBA implementation plans for the respective programme areas.



· Following this meeting, quarterly meetings of the joint Government – international partners working group including the respective programme area focal points will take place. These meetings will prepare a quarterly stocktaking of PBA implementation progress, including highlighting possible implementation bottlenecks and suggested solutions. These stocktaking overviews will be discussed on a quarterly basis at a Government session.
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Annex 1
Guiding Principles

Application of the “Programme-based Approach” concept 
for management and delivery of external assistance in Macedonia

Prepared by the joint donor coordination working group -- February 2009
1. PBA implementation is based on international experience, tailored to country-specific circumstances

· A huge body of international experience on knowledge is available, summarized in the document: What is a “Programme-based Approach” and how to implement it – summary of global knowledge and experience.
· While this body of knowledge and experience represents the basis for the introduction of the PBA concept in Macedonia, it needs to be tailored to the country’s specific circumstances.
· In this sense, the PBA concept is not a blueprint but a new attitude to manage and provide external assistance in Macedonia.

2. PBA implementation will be pursued in a pragmatic and realistic manner

· The PBA concept is taken as an inspiration, not as an “ideology.” PBA implementation will be pursued in a pragmatic and realistic manner.
· Taking into consideration that rather traditional project funding is the dominating approach in providing and managing external assistance and that existing projects can not be changed easily, the move towards more advanced financing arrangements (pooled funding, sector budget support) will be pursued at a later stage. Nevertheless, short-term opportunities to move towards pooled funding will be explored in the context of each new project being proposed.
· The PBA concept will be introduced and increasingly reflected in the five priority sectors proposed by the Government, although pragmatic implementation arrangements need to be developed. This requires that the five priority sectors be assessed for their respective “implementability” and “readiness” for PBAs. Implementation arrangements for these sectors will most likely be quite different - in terms of organizational arrangements and degree of formalization at which the PBA concept will be introduced (e.g. “light” arrangements for some of the sectors, subsector approach as needed, etc.). 
· While the joint emphasis on the five PBA priority sectors does note exclude application of PBA principles in other sectors, success in implementing the PBA approach in the five sectors will be closely monitored and brought to the attention of highest Government and international partners’ senior management level.
· An operational definition of each sector or programmatic/policy area proposed for PBA cooperation should be worked out and agreed at an early stage of each partnership.
3. PBA implementation reflects mutual commitment and accountability

· Implementation of the PBA concept reflects mutual commitment to significantly change the ways of doing business concerning management and delivery of external assistance, acknowledging that the currently prevailing approach needs to be modified.

· Government leadership is crucial, but also international partners are playing a key role for successful PBA implementation. Mechanisms to strengthen mutual accountability (e.g. signing of sector-specific “codes of conducts” will be explored).

· Implementation of the PBA concept reflects a long-term commitment by the Government of Macedonia and donor partners.

4. PBA implementation is woven into the country’s EU accession process where applicable

· PBA implementation will complement and/or enhance the progress towards EU accession.


· The PBA concept has its origin in developing countries. Macedonia will be the first country to explicitly link the PBA concept to the EU accession process. This requires a creative and flexible approach in implementing PBAs.

· Provision of the Code of Conduct for better division of labor between EU donors will be followed.

5. PBA implementation requires an effective and formalized structure for dialogue and coordination


· An effective mechanism for dialogue, coordination and cooperation among national stakeholders and between Government and international partners will be set up at the respective sector level, taking into consideration the structural requirements for IPA funding. 
· At the overall “aid coordination level” at joint high-level stocktaking of PBA implementation progress and remaining implementation challenges will take place at least twice a year.

6. PBA implementation focuses on results

· While sectors differ in terms of available sector strategies, the backbone of the respective sector programmes supported by international partners is an explicit and rather simple results framework with clear priorities and indicators to measure progress.

· In order to achieve the planned results, external assistance will be managed and provided in a manner that complementarities and comparative advantages are fully exploited, e.g. in terms of financial support / TA, loan / grant funding, and speed / flexibility of provision of external support.

7. PBA implementation systematically strengthens national programming and implementation capacity

· In each sector, implementation of the PBA aims at systematically and significantly strengthening national programming and implementation capacity in a fully coordinated manner.

· Capacity development will focus on individual and institutional capacity.
Annex 2
What is a “Programme-based Approach” and how to implement it – summary of global knowledge and experience
Prepared by the joint donor coordination working group -- February 2009

1. Definition of PBA

According to OECD/DAC and in line with the Paris Declaration on Aid Effectiveness, a Programme-based Approach (PBA) is defined as a way of engaging in development cooperation based on the principle of co-ordinated support for a nationally owned programme of development, such as a sector or thematic programme. A PBA is not a ready-made system or rigid blue-print. It is a dynamic and developing long-term partnership process based on a number of key principles, which can be applied in any area of development cooperation. 

When working with a PBA, it is important to distinguish between: 

· the focus of the contribution, i.e. the programme and its expected results;

· the form of cooperation related to a programme; and

· the financing modality used to support a programme (sector budget support, pooled funding, coordinated project financing).

The related term Sector Wide Approach (SWAp) refers to a PBA operating at the level of an entire sector or policy area. A SWAp is a process in which funding for the sector supports a single policy and expenditure programme under government leadership and adopts common processes across the sector. The support can focus on the entire sector, sub-sectors or a policy/thematic areas. It is easier to introduce a SWAp in sectors where the Government and public sector is dominant and more complex where there are many other actors play important roles such as private actors, civil society, etc.

2. What distinguishes a PBA from a conventional project approach?

	Programme-based approach
	Conventional project approach


	Country holistic view on entire sector or policy area
	Focus on projects to support narrowly

defined objectives

	Partnerships with mutual trust and shared

accountability
	Recipient accountable to donor



	External partners’ co-ordination and

collective dialogue
	Bilateral negotiations and agreements

	Increased use of local procedures
	Parallel implementation arrangements

	Long-term capacity/system development in

sector
	Short-term disbursement and success of

projects

	Process-oriented approach through learning

by doing
	Blueprint approach




3. Why use a PBA?

Over the last decades, a shift has taken place in international development cooperation from conventional project approach to broader programme-based approaches. The Paris Declaration on Aid Effectiveness from 2005 has strengthened the case for PBAs by promoting the principles of ownership, alignment, harmonisation, managing for development results and mutual accountability. While there will always be a place for a few well designed projects, many countries do not have the capacity to handle sometimes hundreds of development projects. PBAs were introduced, in the beginning, mainly in the education and health sectors in order to move from scattered ‘islands’ of support, to support to a whole sector programme, a thematic programme or an organisation’s overall programme. PBAs aim at increasing impact of external assistance, reducing transaction costs of external assistance, and strengthening ownership of the recipient government or organisation. 

4. PBA principles
· Country leadership that includes highest-level Government representatives. The respective sector ministry and key international partners fully stand behind the PBA.

· Joint understanding from the start about the basic rationale and principles of PBAs – at central as well as at sector levels.

· Sector/programme strategy: PBA needs to be firmly guided by nationally-owned country policies and strategies - existing policies, plans, systems and national capacity are the starting point. A fundamental starting point of departure is a clear definition or understanding of the sector or area of intervention to be included with all key stakeholders and partners involved. 

· Single comprehensive programme and budget framework with clear priorities needs to be developed, including a medium-term expenditure programme that reflects the sector strategy and systemic arrangements for programming the resources that support the sector. This has to be approached through engagement in strategic dialogue rather than earmarking of international partners’ priorities. 

· Focus on results: An agreed set of objectives, results and selected indicators that measures progress as well as a respective monitoring process that strengthens accountability provide the framework for a PBA. 

· Explicit and formalised process for dialogue, coordination and cooperation: An effective mechanism for dialogue, coordination and cooperation among all significant national stakeholders and between Government and the respective international partners needs to set up at the respective sector level. This could be formalized through an agreed Code of Conduct defining roles and responsibilities, how to make decisions, where to discuss, etc. 

· Inclusiveness and transparency: The planning, budget and follow-up processes mentioned should be characterised by inclusiveness, transparency and accountability in relation to programme stakeholders, ensuring that all relevant stakeholders and actors including the private sector and civil society are included.

· Harmonisation and alignment: Efforts should be made to increase the use of national systems for programme design and implementation, financial management, procurement, monitoring and evaluation, and reporting - taking into consideration current state of country systems and country capacities.

· Coordinated and systematic efforts to strengthen national capacity at individual level (in terms of staff competence) and institutional level (duplication).

· Mutual accountability: Ensure that objectives, commitments and roles are agreed in a way as to allow and promote ownership, and mutual accountability. 

5. Sector plan and results framework

The main document in a programme-based approach applied to a sector is the sector plan and linked results framework. Every sector intervention should ideally be reflected in the plan and all main actors in the sector should support the same plan. Ideally, the following frameworks should be in place:

	Planning Framework
	Budgeting Framework
	Result-Monitoring Framework

	National Development Plan, other longer-term, national policies
	Medium Term Expenditure Framework (MTEF) 
(3-5 years)
	Performance Assessment Framework (PAF)
(3-5 years)

	Strategic Sector Plan

(3-5 years)
	Sector’s MTEF (3-5 years)
	Sector’s PAF (3-5 years)

	Sector’s Annual Plan of Operations (1 year)
	Sector’s Annual Budget 
(1 year)
	Sector’s Annual Indicators (1 year)


6. Steps to launch a PBA

Although each PBA-process is context specific, a number of distinct phases common to initiating a PBA can be distinguished. These include:

Phase I – Common Understanding of What a PBA is and Why needed

· Reach basic understanding of PBA, its underpinning principles and basic tools and methods.

Phase II – Common understanding of the sector and area of cooperation

· Get a comprehensive understanding of the sector or policy area of cooperation and the context within which it exists.

· Reach understanding and agreement on how to define and delimit it.

· Identify major constraints, development needs, major actors and institutions 
involved, current policies and strategies in place, resources (budgetary and others) available.

· Undertake an initial assessment of “PBA Readiness” according to agreed set of criteria including existence of strategies, reliability of financial framework, institutional capacity.

Phase III – Consensus on How to Work Together

· Agree on the basic principles and ambitions is one thing, but to agree on how to do it – “Walk the Talk” – is often more difficult!

· Reach a consensus on where to go – degree of foreseeable ambition.

· Agree on how to move in this direction through a sector/policy area specific Code of  Conduct (CoC) or Partnership Principles applicable to all actors and which should include:

· the roles the different actors are expected to play, 

· the key documents the PBA will be based on, such as the sector plan, the medium term expenditure frameworks, annual plans of operations and budgets, a performance measurement framework, etc.,

· how consultations will be conducted, 

· how decisions will be made, 

· how information will be shared,

· the commitments the different partners must make.


The CoC should be prepared under leadership of the country owner (ministry, institution, and organisation) in close consultation with development partners.

Phase IV – Preparing and/or Agreeing on an in-depth Sector Analysis and Strategic Plan with Results Framework, including the following aspects

· It is often realistic and practical to start at “sub-sector/area level” – but this should be done having a wider and holistic sector perspective in mind.

· A sector programme approach must not merely add together current ongoing projects in the sector. Instead, current project interventions need to be assessed in the light of an existing or emerging strategic sector perspective.

· How have current objectives and targets been set – and by whom? 

· Start where you are – including existing policies and strategies, and then assess the need for revision and additions.

· Identify what planning, budget and results-related documents and processes exist (i.e. stock-taking).

· Closely assess the actual relationship between sector policies, strategies, and actual budget allocations – and between the concerned sector ministry and the Ministry of Finance.   

Phase V – Assessing Sector Capacity and Sector Reform Needs 

· A PBA will at least initially require more work and capacity, especially within country institutions but also for development partners.

· Existing and needed institutional and staff capacity needs must be initially, and continuously, assessed.
· Reform plans must be realistic to ensure adequate capacity for normal operations and for learning and reforms.
· Capacity analysis should be led by country partner institutions and should include existing strengths and needed capacity as well as binding constraints.

Phase VI – Choice of Funding Modality

· Joint funding modalities (i.e. basket funding, co-financing, delegated financing, etc.) usually specified and agreed in the form of Memorandum of Understanding (MoU) or Joint Financing Agreements (JFA) can often be important steps ahead in rationalisation and ownership (however, avoid creating further donor and programme specific systems for planning, budgeting and follow-up).

· There is considerable evidence that more aligned modalities - using country systems - is the best way to promote country ownership, effectively implement sector policies, and improving national systems. 

· Ear-marking of funds is often ineffective to safe-guard donor funds or improve total use of existing resources, and frequently is counter-productive as it does not contribute to improved national systems.

· Focus should be on results to be achieved rather than input control.

· There is good guidance available both on MoU’s and on a refined form of JFA’s through the Nordic Plus Initiative.

Phase VII – Joint Follow-Up and Results –Based Management

· Joint engagement for agreed sector and programme objectives require an agreed definition of results and results indicators to be monitored and analysed for achievements.

· A common form is the so called Performance Assessment Framework (PAF) focussing on outcomes and very selective impact variables.

· The PAF should to the extent possible be based on existing data and national systems for collection and follow-up.

· Attention to the risk of overload of data and results indicators in such a system.

· Start simple and gradually improve and supplement data and variables. There are useful examples – positive and disastrous! - and emerging good practices to be used when designing such sector/programme monitoring systems.

· Particular attention should be given the promotion of a culture of results, and cost-effectiveness in achieving them.

· Invest in analytical capacity to use and interpret data.

· The results and outcomes should be used for joint interpretation, dialogue and adaptation of approaches, polices and strategies (Results-based Management).
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Sub-Annex 2-2

LIST OF DEFINITIONS

Forms of cooperation / Aid modalities

The form of cooperation or aid modality is the instrument that governs the cooperation between Sida and its cooperation partner. It combines the focus/purpose of the support with the mode of cooperation. The form of cooperation is thus a wider concept than the financing modality. 
Programme-Based Approaches – a “way of engaging in development cooperation based on the principle of co-ordinated support for a locally owned programme of development, such as a national poverty reduction strategy, a sector programme, a thematic programme or a programme of a specific organisation”. PBAs share the following features: 

a) leadership by host country or organisation

b) a single comprehensive programme and budget framework

c) a formalised process for donor co-ordination and harmonisation of donor procedures for reporting, budgeting financial management and procurement and

d) efforts to increase the use of local systems for programme design and implementation, financial management, monitoring and evaluation. 

General Budget Support (GBS) for Poverty Reduction - a non-earmarked financial contribution to the recipient country’s national budget with the purpose of supporting the implementation of the country’s national development strategy such as a Poverty Reduction Strategy or equivalent. A characteristic of GBS is that funds are not financially earmarked for any specific sectors, thematic areas or expenditures, but constitute a general support for the implementation of the PRS. The term Poverty Reduction Budget Support (PRBS) is also used. The scope of GBS is normally operationalised in a jointly agreed Performance Assessment Framework (PAF), drawn from the PRS, which specifies key reforms and results indicators against which the GBS is monitored. A Joint Financing Arrangement (JFA) or Memorandum of Understanding (MoU) is normally agreed that specifies principles and procedures for the GBS cooperation. (See further under financing modality: budget support). 

Sector Wide Approach, SWAp - a programme-based approach operating at the level of an entire sector or policy area. A SWAp is a process in which funding for the sector supports a single policy and expenditure programme under government leadership and adopts common processes across the sector. 

Sector Programme Support - support for a sector programme (SWAp) at sector level. The support can focus on a sector, sub-sector or a policy/thematic area. A sector programme support implies co-ordinated financial support by several donors in support of a sector policy and a sector plan under the leadership of the partner Government. A sector programme support can use different financing modalities such as budget support or pooled funding. Often, a JFA is agreed with the donors using the same financing modality, in order to specify common procedures. A sector PAF is often agreed with actions, indicators and targets for monitoring sector results. 

Sector Budget Support – a form of Sector Programme Support that uses budget support as the financing modality. SBS is a financial contribution to the state budget with the purpose of supporting a strategy and plan for a sector, a sub-sector or a policy area. When providing Sector Budget Support, the funds are part of the budget process in the partner country and are managed in accordance with national systems and procedures for public financial management. Conditions, dialogue and monitoring of results focus primarily on the sector or policy area.

Support to a specific programme managed by an organisation – Support to an organisation with the purpose of supporting a specific sector, policy area or geographical area. This form of cooperation involves both support where an organisation (often an international organisation) is used as a channel for the support (e.g. a Multi Donor Trust Fund administered by the World Bank) and support to a part of an organisation´s own work programme (e.g. support for a research programme of a research institution). The extent to which this form of co-operation can be considered as a PBA depends on whether the four criteria for a PBA are fulfilled. 
Project – A project is a set of inputs, activities and outputs, agreed with the partner country, to reach specific objectives/outcomes within a defined time frame, with a defined budget and a defined geographical area. Projects can vary significantly in terms of objectives, complexity, amounts of funds involved and duration. 
Financing modalities 

The way in which funds are channelled in support of the programme. A basic distinction can be made between budget support, on the one hand, which is part of the national budget process of the partner country and used according to national public financial management rules and procedures, and other types of support, on the other hand, which are more or less using parallel systems and procedures agreed with donors. 
Budget Support – a financial contribution to the partner country’s national budget. The funds are an integral part of the budget process in the partner country and are fully managed in accordance with national systems and procedures for public financial management. Characteristic for budget support is that funds normally are channelled to the Treasury of the partner country and that funds are mixed with the partner government’s own resources. 

Pooled funding / Basket funding – joint financing by a number of development partners of a set of activities through an autonomous bank account. Pooled funding typically includes special arrangements and procedures agreed with donors, for example, with regard to disbursement, procurement, reporting, monitoring and audit. The procedures and rules governing the basket fund are common to all development partners, but their conformity with the public expenditure management procedures of the recipient government may vary. 

Project funding – parallel financing through separate accounts and procedures for an individual development intervention designed to achieve specific objectives within specified resources and implementation schedules. 
Sub-Annex 2-3
Examples of How PBAs are Implemented in Other Countries
Case Study A
Health SWAP with Mixed (On-budget and Project-based) Support

The goal of this SWAP is to improve the health status of the population by improving access, utilization, quality and financing of health services through increased efficiency and effectiveness in use and allocation of resources. The strategy of intervention is to support actions defined in the Strategic Plan for the Health Sector.  

Organizational setup

Coordinator of the SWAP is the Ministry of Health (MOH).  In the context of the SWAP process, policy dialogue takes place mainly at the central level, with an intense consultation and collaboration between MOH officials and development partners. There are two important groups of development partners working within the SWAP: Common Fund contributors (16 development partners) and Contributors through projects (7 development partners). There are also collaborations with other government bodies such as the Ministry of Finance and the Ministry of Planning and Development which are restricted to crucial moments such as annual planning and revision of SWAP memoranda. The circle is enlarged when important events take place, such as the Joint Review.  Clients and beneficiaries of health care services are involved through consultations through the annual review of the health sector performance, the Parliament’s decision and the different committee meetings. 
Funding and Budget
The donors contributing to the common fund channel the majority of their resources as Sector Budget Support, i.e. pooling non-earmarked resources together in support of the Health Sector Strategic Plan. Initial approved contribution is for the first three years and consists of four subcomponents - C1: Contribution to common SWAP funds (89.3%); C2: Policy dialogue, covers external backstopping, MOH capacity development in financial management and SWAP architecture (2.1%); C3: Gender mainstreaming (1.3%); C4: Programme management (7.3 %).

Monitoring
Systemic joint monitoring (MOH – Donors) through the SWAP review mechanisms include: 

· Joint annual evaluations  (Joint Review) undertaken by MOH officials and SWAP donor representatives with participation of an external facilitator

· Mid-year and annual meetings of the health Sector Coordination Committee (CCS) for joint evaluations of the sector performance

· Monthly SWAP meetings, chaired by the Permanent Secretary, joining donors and the main directorates of the MOH to discuss major issues of concern and operation issues of common interest

· Twice a month a Pre-SWAP meeting, in which donors meet to work together on the ongoing issues and harmonize positions in view of meeting the MOH, chaired by the focal donor

· A set of indicators for monitoring the Health Sector Strategic Plan and the Performance of the Health Sector

· External evaluations to assess perceptions of MOH and partners on each donor’s role (organized by each donor).
Case Study B

Health SWAP with Pooled Funding Distributed Through an Intermediary

The goal of this SWAP is to support the improvement of the health status of the population by improving access, financial protection, efficiency, equity and fiduciary performance in the health sector and to ensure sufficient and reliable financing for the health sector. The strategy of intervention is to support the implementation of the measures defined in the National Health Strategy. 

Organizational setup

Supported expenditures and the level of distribution of funds are subject to change depending on sector performance, absorptive capacity and identified needs and are defined on annual basis during the Health Summit. The basis for decisions on the level and distribution of funds are the National Health Strategy Program of Work; detailed annual work programs, budgets and procurement plans; progress against agreed sector monitoring indicators, including budget targets; and results of biannual "Health Summits" at which all the factors are discussed between the Government and donors. The following policy benchmarks agreed upon will continue to be used in donors’ assessment of annual budget formulation and execution:

· domestic public spending on health as a percentage of total government spending will incrementally increase from current levels (10.6% in 2006) to 13 percent by 2010. 

· budget deviation index (BDI) in public spending for health less than 5 percent.

Financial setup

Five Joint Financiers (donors) provide on-budget support to the SWAP through a co-financing of the World Bank (WB) operation "Health and social protection project”. Joint Financiers have made a commitment to five year support. WB Administers the donors funds. The modalities of a co-financing with the WB are defined between each donor and the IBRD. In addition, donor specific grant agreements between the WB and Recipient Country are made. The financing is in two components: C1 – Budget support and C2 – Technical Assistance. Pooled donors funds are combined with the government's own sector budget and cannot be tracked separately but are instead monitored along with the entire budget. This creates incentives to improve fiduciary capacity and performance in the sector. In order to mitigate risks and ensure the Government's commitment, a substantial increase in investment spending cannot be approved until the Government establishes a track-record of good fiduciary performance under the SWAP.

Coordination 

Mechanisms of coordination between the donors and the Government are:

· Health Summits: the MoH organizes two summits per year, whose purpose is to review the performance of the MoH in implementing the National Health Strategy and results in a set of conclusions and recommendations for the next stage.

· Memorandum of Understanding (MoU): as a complement to the SWAP Joint Statement, a more detailed MoU has been signed between all Joint Financiers and the Government to specify issues of special relevance to the pooled funds, such as monitoring provisions, disbursement arrangements, information-sharing, and arrangement for adding new partners.

· Joint supervision arrangement: donors arrange regular joint supervision missions prior to the Health Summits and work closely with counterparts to minimize administrative efforts for the Government.

· Additional donors' Technical assistance: donors finance additional technical assistance to the MoH, in fields identified collectively (as reflected in the budget, C2).
Monitoring and Evaluation

The monitoring of the Government's performance is assessed against the following broad criteria:

· the level and execution of health budgets;

· adherence to the fundamental structural policy directions outlined in National Health Strategy;

· the consistency of intrasectoral allocations and prioritization of recurrent and investment spending with the objectives of National Health Strategy;

· fiduciary performance in the MoH and MoF;
· general health sector performance.

In addition, National Health Strategy Program implementation is evaluated and monitored against indicators defined by the MoH in close consultation with donors and other stakeholders including:

· outcome indicators corresponding to the goals and objectives of National Health Strategy;

· indicators related to both process and outcomes called "dashboard indicators" for broad sector monitoring;

· implementation progress indicators corresponding to the National Health Strategy Program of Work.

The monitoring and evaluation take place during the joint donors mission and the biannual Health Summits, whose results and conclusions are reflected in the Joint Annual Reviews. Poor performance against any of these benchmarks may lead the Joint Financiers to take remedial actions, including but not limited to the level of financing.

Reporting

At the MoH level, quarterly reports on budget execution are provided. In addition, the bi-annually Health Summit provides Donors with financial and operational reports on National Health Strategy execution. At the WB's level, and as part of the Co-financing Agreement, the WB shares with each donor the main findings of project supervision mission on the occasion of the Health Summit. As well, being the lead Donor, the WB provides any information and requests on regular occasions and during the monthly Joint Financiers meeting.
Case Study C

Education SWAP with Mixed Support

This SWAP focuses on the support of the implementation of the Education Sector Support Program (ESSP), including an agreed medium-term expenditure framework (MTEF) consistent with the policies and priorities. The Government and the donor and NGO community have agreed to a set of common policy actions and targets at the beginning of the SWAP as a basis for both sector performance monitoring, and joint undertakings for release of sector budget support, and investments in facilities and capacity building. 

Organizational setup
Local stakeholders are responsible for priority setting and program development. All major donors are committed to supporting the program. Partnership building is enabled by
· ministry-led monthly consultative meetings, 

· an annual joint sector performance review, 

· high level Education Round Tables, and

· set of rules of coordination called the Partnership Principles.
Annual negotiation on strategy and program adjustment, linked to dialogue on further support, is managed by a joint ESSP review appraisal group of high level MoE, donor, and NGO policy makers. 

Donor and NGO coordination takes place through two consultative bodies:  the Education Sector Working Group (ESWG) for intra - donor coordination and the NGO Education Partnership (NEP) for intra - NGOs consultation which meet independently to take a common position before discussion with Government and MoE. The ESWG and NEP formally elect representatives to present views to the Government and MoE, independent of what the funding agency’s financial support is to the sector. A joint MoE, ESWG and NEP team coordinates preparations for the annual ESSP review; agrees on ESSP review findings; and the subsequent MoE, funding agency and NGO official statements after the ESSP review. At the joint review, at which the Government, MoE, funding agencies and NGOs participate, the MoE presents the education sector performance report, revised ESSP programs, capacity building assessment and a forward plan. After the discussion, the result is a joint appraisal report, and revised ESSP programming and financing. 

Throughout the ESSP design, consultation with other Government ministries, funding agencies, and NGOs has been extensive. Formal consultation with civil society and the private sector has been limited and needs to be expanded. 
Financing

In the first six-year phase of ESSP, two-thirds of funding are expected to be covered by Government funds and one-third by donors, with which 90% of total financial framework of ESSP 2002-2006 are estimated to be covered. ESSP is supported by a number of modalities, including a sector development program loan, targeted budget support, and other bilateral grants. MoE has promoted the continued use of a mixed modality of budget support, investment projects, and capacity building assistance in order to ensure inclusiveness of development partners. The loan and budget support are largely unallocated, and are designed to flexibly meet the needs of recurrent financed priority programs. Grant aid support (and the investment component of the sector development loan) is predominantly used for facilities development and capacity building, including logistical support for decentralization. MoE has established a financial projection and planning database to coordinate ongoing and projected donor commitments as well as post-audit Activity Plan financing system which allows for linking policy priorities to outcomes and spending. 

Capacity Building 

The ESSP design was preceded by extensive institutional assessment, especially of MoE capacities for policy and planning, financial management, organizational reform, governance, and performance monitoring. An initial institutional reform and Capacity Building Strategy is a key component of ESSP, and provides a clear framework for capacity building. MoE commissioned assessments and more detailed organizational audits of specific central and provincial departments to strengthen technical and financial monitoring, and as a basis for a rolling program of capacity building. 

Budget support from donors is only channelled through government systems. For capital budget programs, procurement systems are being gradually harmonized under MoE departmental leadership. Inter-ministerial capacity building, especially between education and finance ministries is another focus of ESSP, to ensure agreement on financial planning and management. 

Lessons Learned
The following lessons are being learned as part of the rolling program of ESSP policy development and implementation: 

· High level national leadership and authority of the ESSP reform process is critical; in this case it was provided through the Minister of Education (also Vice Prime Minister). Once this leadership is established, other champions of reform, within MoE and other ministries, tend to become more visible. 

· There is no ideal process for funding agency and NGO engagement in a SWAP approach. In this case, it was a rolling, somewhat ragged process, led initially by a small number of like-minded donors and NGOs. Government flexibility in negotiating a mix of donor-financing modalities helped maintain inclusive partnership, and the formal partnership agreement also helped. 

· A rolling program of priority reforms, focusing on sector outcomes and performance, rather than a fixed blueprint of activities, helps to maintain a SWAP process. It has also been critical to include institutional and financing policy targets as well as sectoral ones in ESSP performance monitoring processes. This helps to maintain a wide definition of the sector, and promote inter-ministerial networking on key policy issues (e.g. pay reform, financial management, decentralization) 

· A Government-led annual sector performance review process, including all key stakeholders, is vital for sustaining joint ownership, partnership building, and strategic negotiation processes. Greater engagement of civil society and private sector groups is critical to implement decentralization and post-basic education reform policies effectively. 

· Institutional analysis, development and capacity building needs to be an intrinsic part of initial policy dialogue and planning. Effective ESSP implementation will stand or fall on the commitment and capacity of the Government, and specifically the MoE. Greater attention to capacity building at provincial, district, community and school level is critical for sustainable implementation of ESSP. 
Case Study D

Environment SWAP 

The goal of this SWAP is the implementation of the Environmental Programme Document. Three main policy objectives were laid out in the Programme:
· strengthen the Ministry of Environment (MoE) as the national environmental policy authority;

· bring together the ‘green’ (rural) and ‘brown’ (urban) environment agendas; and
· promote environmental policy focusing on the prevention of social problems originating from environmental degradation and land-use conflicts.

Organizational setup

Partners in this SWAP are one donor and all segments of the National Environmental System including the Ministry, Secretariats, national park system, regional and local authorities, other governmental institutions with environmental responsibilities, civil society (environmental NGOs), research institutions and private sector. A Memorandum of Understanding (MoU) was signed between the donor and the MoE which formalised the decision to provide budgetary support to the environment sector through the Environmental Programme Document (EPD). The donor support is planned to be paid in pre-determined instalments over the first three years, then re-negotiated for the next two-and-a-half years. 
Monitoring and indicators

There are two sets of indicators/benchmarks monitored: environmental benchmarks and operative/public finance management related indicators. The environmental benchmarks are based on the National Development Plan and the EPD which defines five ‘thematic areas’ as the focus. The SWAP progresses is measured against these five thematic areas using the Performance Assessment Framework matrix (PAF matrix) shown below. 

1. Environmental Planning as part of territorial management: Progress in relation to the environmental agendas in ‘strategic regions’; Number of municipalities which have taken account of their environmental considerations account in their land use plans.
2. Water: Water policy in place and in process of implementation; Hectares of river basins with management plans in implementation including progress in managing participation in river basin councils.
3. Biodiversity, including forests: Number of protected areas with participatory management plans; Number of inter-institutional collaboration arrangements between National Parks and Local Environmental Offices for buffer zones and land-use planning around national parks; Progress in implementation of the policy for the National System of Protected Areas; Hectares/number of Protected Forest Reserves with management plans; Rate of deforestation in forest reserves.
4. ‘Bio-commerce’: Number of Strategic Environmental Evaluations carried out; No. of projects for promotion of productive processes which are competitive and sustainable.
5. Institutional Strengthening: Progress in National Biodiversity Inventory;  Update of the Status of National Resources; M&E system to measure environmental impacts; Survey on perceived positioning and image of the MoE; Percentage of investments in green agenda items as a percentage of total investment in the sector; Increase in staffing levels at the National Parks.

In addition, various operative targets such as timely implementation of activities by the Government, adherence to existing Governmental financial regulations and rules which will provide the procedures for financial management of the SWAp, as well as audit, by the National Audit Office are measured.

Coordination, Joint Evaluation and Reporting

A twice-yearly formal exchange of views on progress, in addition to any informal contacts between the donor and the National institutions are performed, as well as regular evaluation. The MoE also reports on performance of the regional and local authorities according to the relevant evaluation system.

Case Study E

Environment PBA Support to a Public Institution 

The overall goal of this PBA is to support the implementation of the Management Plan of a State National Park. The objectives of the Management Plan include ensuring biodiversity, regulated collection of forest products, improvement of the infrastructure of the park, diversified economic activities of population in surrounding areas, and strengthening of the capacity of the Park. 
Strategy of Intervention

Four parties are involved in the PBA: the Management Board of the National Park,  the National Park, a local environmental consultancy company and the donor. Donor support covers the implementation of the priority activities defined in the Management Plan over a three year period at three levels: macro (national and international), institutional level (National Park) and micro (local communities, visitors, tourists, experts’ and scientific organizations as well as the whole public). In addition, technical assistance in the form of environmental consultancy is supported. The overall responsibility of the implementation of the Management Plan is within the Management Board of the National Park. The donor and the National Park sign a Memorandum of Understanding subject to prior approval by the Management Board. Also, a three-party agreement is signed by the donor, National Park and environmental consultancy company.
Funding

The donor provides direct institutional support to the National Park budget. The overall donor support is allocated to the following budget lines:  C 1 Institutional (on-budget) support to the National Park, C 2 Environmental consultancy services and C3 3 Administrative costs.

Monitoring, evaluation and backstopping

The Management Board of the National Park monitors the implementation of project activities through narrative and financial reports. The National Park Director is responsible to ensure that all contracts and all reports entail a clear monitoring scheme and to monitor the results and give necessary feedback to ensure correct implementation of the planned activities. Project progress is discussed with the donor during Management Board meetings. The donor is invited to these meetings when PBA relevant issues are on the agenda. Based on the fulfilment of the agreed target values, each monitoring step is followed by an intermediate decision regarding a continuation of activities as planned or modification.

A mid-term review consisting of an internal and external evaluation is organized by the National Park, supported by the environmental consultancy company and the donor. The main focus is on the programme and the methodology. In addition, a review is organised by donor in collaboration with the National Park, which assesses the level of achievement of the results and eventual further support. Additional monitoring instruments are applied for evaluation of the applied principles (gender equity, participatory approach, transparency, sustainability and partnership). The donor is informed about all monitoring steps, participates in any intermediate decision regarding project adaptation and takes part in the evaluations.

Reporting

The reporting system follows the regular reporting system established in the national legislation. According to the legislation, the Director of the National Park submits annual reports for the previous year (narrative and financial reports) as well as an operational report for the next year to the Management Board for review and approval. Regarding the financial issues, the Board of Control is involved. The reports are also formally presented to the donor. The environmental consultancy company produces semi-annual and annual narrative and financial reports and submits them to donor and to the Management Board of the National Park. The disbursements to the National Park is based on these reports.

Annex 3
Priority Programme areas for the Introduction of the PBA concept
in Macedonia
	PROPOSED PRIORITY PROGRAMME AREAS FOR PBA:
	→
	COMPRISING FOLLOWING SUB-SECTORS 
(ACCORDING TO OECD CLASSIFICATION)
	COMPLIANCE WITH THE STRATEGIC PRIORITIES OF THE GOVERNMENT (2008-2012)
	COMPLIANCE WITH THE GOVERNMENT PRIORITY OBJECTIVES FOR 2009
	STRATEGY IN PLACE
	NPAA COVERAGE (RELEVANT CHAPTERS)
	ACTIVE DONORS/IFIs

	BUSINESS ENVIRONMENT, COMPETITIVENESS, INNOVATION
	→
	BUSINESS AND OTHER SERVICES
	Increase of the economic growth and competitiveness on a permanent basis, higher rate of employment, increase of the living standard and quality of life
	1.Enhancing the business climate
2.Increasing foreign and domestic investment
3.Increased competitiveness of the corporate sector
4.Promotion of the cultural identity in function for the country to be recognized internationally, protection of cultural heritage and tourism development
	1.Programme for Stimulating Investments
2.National Strategy for SMEs development
3.Programme for Development of entrepreneurship, competitiveness and innovation of SMEs
4.National Agenda for Corporate Responsibility of companies in the RM
5. National Development Plan
6. Pre-Accession Economic Program
7.Strategy on Enforcement of the Law on Securities
8.Audit Authority Development Strategy
9.Bank Supervision Development Plan
10.Strategy for Public Internal Financial Control
11.National Programme for Restructuring of the Steel Industry
12.Strategy for Development of the Textile Industry
13.Strategy for Industrial Policy (planned)
14.National Strategy for Tourism Development
	Economic Criteria;
Chapters: 1-10, 16, 17, 18, 20, 22, 24, 30, 32, 33
	Austria, Germany, United States of America, United Kingdom, Sweden, Switzerland, Netherlands, Norway, People's Republic of China, Japan, Greece, World Bank, IFC, EU -CARDS, UNDP, UNESCO, EU - IPA

	
	
	BANKING AND FINANCIAL SERVICES
	
	
	
	
	

	
	
	INDUSTRY
	
	
	
	
	

	
	
	TOURISM
	
	
	
	
	

	
	
	TRADE POLICY AND REGULATIONS
	
	
	
	
	

	HUMAN CAPITAL (EDUCATION, SOCIAL POLICY, HEALTH)
	→
	EDUCATION
	1. Investment in the education as the most successful way of creating strong individuals and strong state
2. Increase of the economic growth and competitiveness on a permanent basis, higher rate of employment, increase for the living standard and quality of life
	1.Improvement of the conditions for the citizens' quality and healthy life, by investing in health, education, culture and environment
2.Improvement of the quality of education in accordance with the demand on the labour market and the economic needs
3.Improving current employment policies and opening new jobs
	1.National Youth Strategy
2.National Development Plan
3.National Strategy on Mental Health
4.National Strategy on Diminishing the Harmful Effects of Using Tobacco and Tobacco Products 
5.Strategy on Diminishing the Harmful Effects from Alcohol Abuse 
6.National Strategy for Tuberculosis Control (planned)
7.Annual Programme on Healthcare of Persons with Addiction Diseases
8.Health Strategy (planned)
9.Public Investment Program
10.Pre-Accession Economic Program
11.National Employment Strategy
12.National Employment Action Plan 2006-2008
13.National Strategy for Deinstitutionalisation within the Social Protection System
14. National Strategy for Roma
15.National Strategy for Protection of Domestic Violence
16.Regional Programme for the Natural and Cultural Heritage
	Chapter 19: Social Policy and Employment
Chapter 25: Science and Research
Chapter 26: Education and Culture
Chapter 28: Consumer and Health Protection
	Austria, France, Greece, Netherlands, Switzerland, China, Japan, Norway, USA, EU, UNDP, UNICEF, OSCE, WB, WHO, Italy, Germany, Spain, UK, Sweden, Turkey, ILO, Red Cross, UNESCO

	
	
	HEALTH
	
	
	
	
	

	
	
	OTHER SOCIAL INFRASTRUCTURE AND SERVICES
	
	
	
	
	

	AGRICULTURE
	→
	AGRICULTURE
	Increase of the economic growth and competitiveness on a permanent basis, higher rate of employment, increase for the living standard and quality of life
	1.Agriculture development and support for the rural development
2.Improvement of the conditions for the citizens' quality and healthy life, by investing in health, education, culture and environment
	1.Strategy on Agriculture and Rural Development
2.National Strategy for Organic Agriculture Production
3.Food Safety Strategy
4.National Development Plan
5.Pre-Accession Economic Program
6.Strategy for Sustainable Development  of Forestry
	Chapter 11: Agriculture and Rural Development 
Chapter 12: Food safety, Veterinary and Phytosanitary policy
Chapter 13: Fisheries
	Sweden, Germany, United Kingdom, Switzerland, United States of America, EU - CARDS, EU funds, FAO, IFAD, World Bank, Turkey, Finland

	
	
	FISHING
	
	
	
	
	

	
	
	FORESTRY
	
	
	
	
	

	ENVIRONMENT
	→
	GENERAL ENVIRONMENTAL PROTECTION
	 
	1. Improvement of the conditions for the citizens' quality and healthy life, by investing in health, education, culture and environment
2.Improving the quality of public services
	1.National Strategy for Sustainable Development (planned)
2.National Strategy for Environmental Investments
3.National Environmental Action Plan
4.National Strategy for Environmental Approximation 
5.National Strategy for Protection and Rescue
6.National Strategy for Clean Development Mechanism
7.National Plan for Ambient Air Protection (planned)
8.National Programme for Reduction and Elimination of Ozone Depleting Substances
9.National Strategy for Waste Management
10.National Strategy for Waters
11.National Strategy for Nature (planned),
12.Strategy for Sustainable Development of Forestry
13. National Development Plan
14.Public Investment Program
15. Pre-Accession Economic Program
	Chapter 27: Environment
	Austria, Germany, Switzerland, Japan, Norway, EU, UNDP, EBRD, Sweden, United Kingdom, Italy, United States of America, UNIDO

	
	
	WATER SUPPLY AND SANITATION
	
	
	
	
	

	GOVERNANCE
	→
	GOVERNMENT AND CIVIL SOCIETY (focusing on: Public Administration, Justice and Home Affairs, Decentralisation, Regional Development)
	1.Integration of the RM into NATO and EU
2.Continuation of the struggle against corruption and organized crime and effective implementation of the rule of law
	1. Intensifying the decentralisation process
2.Continuation of the policy for balanced regional development
3.Enhancing the administrative capacity for planning and policy development
4.Finalizing the implementation of the Ohrid Framework Agreement and enhancing the inter-ethnic trust
5.Continuation of the struggle against corruption and organized crime
6.Strengthening the independence of the court authorities, non-selective implementation of law and finalizing the reforms in the prosecution
7.Visa liberalization
8.Harmonizing the legislation with the EU legislation and budget allocation for resources for EU activities
9.Improvement of the mechanisms and systems necessary for fulfilling the activities/functions arising from EU integration
	1. National Development Plan
2. Pre-Accession Economic Program
3. National Strategy for European Integration
4. Strategy for Police Reform
5. Strategy for Fight against Corruption
6. Strategy for Reform of the Criminal Legislation
7. Strategy for ICT in Judiciary
8. Strategy for Integrated Border Management
9. Strategy for Reform of the Judicial System
10. Program for Implementation of the Process of Decentralization
11.Strategy for Regional Development
	Political Criteria (Government)
Chapter 22: Regional Policy and Coordination of Structural Instruments;
Chapter 23: Judiciary and Fundamental Rights;
Chapter 24: Justice, freedom and security
	EU, United States of America, United Kingdom, Norway, Austria, UNDP, Sweden, Switzerland, Netherlands, World Bank, Germany, OSCE, France, Slovenia
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