
1. Basic information

1.1. Programme:

Instrument for Pre-Accession Assistance (IPA) - National Programme for 2009 under IPA Transition Assistance and Institution Building (TAIB) Component 

1.2. Twinning Number: MK09/IB/FI/02
1.3. Title: 


Strengthening the capacity of the Ministry of Finance (MoF) for macroeconomic analysis and policy formulation in order to improve policy making and meet the criteria for EU accession. 

1.4. Sector: 

Economic and Monetary Policy

1.5. Beneficiary country: 


former Yugoslav Republic of Macedonia
 

2. Objectives 

2.1 Overall Objective: 

The overall objective to which this project contributes is the improvement of the quality of information provided to economic policy makers, necessary for successful decision-making processes. 

2.2  Project purpose:

The project purpose is to improve economic analysis and forecasting skills in the MoF, aiming to design a coherent medium and long-term macro-fiscal framework, through further development of the capacity for macroeconomic and tax revenues modelling, cost-benefit and fiscal analysis and improvement of the process of budget planning in the MoF.

2.3 Contribution to National Development Plan/Cooperation agreement/Association Agreement/Action Plan

Link with AP    

The Accession Partnership 2007 identifies as a medium term priority in the area of the Economic criteria to raise the quality of public spending by strengthening the public sector's capacity for medium-term planning and improving budgetary execution. 

Link with MIPD is in the following: 

The MIPD 2008-2010 states that pre-accession assistance shall help the country, above all, to advance along the road to EU integration and support the country's efforts to comply with the Copenhagen criteria. Against this background pre-accession assistance shall help to overcome the deficiencies that have been identified. In doing so, assistance will, among other, focus on: 

“Supporting economic development and enhancing social cohesion by supporting the implementation of national and regional development plans”.

Link with NPAA 2011

On medium term, the Project for Strengthening the capacity of the Ministry of Finance for macroeconomic analysis and policy formulation in order to improve policy making and meet the criteria for EU accession, is expected to increase significantly the capacity of the Ministry of Finance for conducting economic analysis, projecting economic variables, assessing the effect of planned governmental policies and measures, as well as for projecting budget revenues. 

Link with Pre-accession Economic Programme 

The beneficiary country as an EU Candidate prepares and submits to the European Commission an annual medium-term macroeconomic and fiscal framework (Pre-accession Economic Programme), in which the relevant authorities, MoF, presents the medium-term economic programme and plans on how to comply with the economic criteria for EU membership. Since the EU accession is a paramount country priority, improving the quality of medium term plans is a key need.

Link with National Development Plan (where applicable) 

The MoF-Macroeconomic Policy Department prepares the National Development Plan (NDP) of the country, providingstructural framework for investments to be (co) financed by domestic and foreign public sources consistent with the overall development objectives of the  Country. Hence, developing the capacity of the Department will contribute towards better quality NDP.

Link with national/ sectoral investment plans (where applicable) 

The NDP sets the framework for the national/sectoral investment plans and is a base for the preparation of the annual Public Investment Programme, which is prepared by the Budget and Funds Department within the MoF.

3. Description

3.1 Background and justification:

The Macroeconomic Policy Department is responsible for preparation of the Pre-accession Economic Programme, Macroeconomic Policy Document, National Development Plan, as well as regular monthly, quarterly and annual reports, forecasting of macroeconomic indicators, analysis of economic and social developments in the country etc. It also contributes to the Fiscal Strategy, Public Debt Management Strategy and other documents. 

The Department started to expand and further develop its activities in the areas of macroeconomic modelling, forecasting and deeper economic and fiscal analysis. However, much more needs to be done in that respective area, as well as in the area of budget planning, tax revenues forecasting, cost-benefit analysis. Necessary precondition for achieving these goals is having an effective and well organised data base. 

This project will primarily focus on capacity building of the Macroeconomic Policy Department in the MoF as main beneficiary, as well as of the Budget and Funds Department and the Department of the System of Calculation and Collection of Taxes, Fees and Other Public Revenues (Tax Department) which will be included in the activities aiming to improve the analytical skills in the fiscal area (including tax revenues modelling) and the budget planning process. 

The MoF has identified a need for capacity building in the following areas:

Preparation for EU-membership 

The beneficiary country, as an EU candidate, is obliged to prepare and submit to the European Commission medium-term macroeconomic and fiscal framework on annual basis, in which the authorities present their medium-term plans on how to comply with the economic criteria for EU membership. Drafting this programme requires a concise analysis of recent economic developments, presentation of a medium-term macroeconomic and fiscal scenario, an advanced fiscal analysis and presentation of policy priorities and their implementation. 

In this context, the Macroeconomic Policy Department is responsible for creation of a coherent medium and long term macro-fiscal framework. This includes compiling the economic sectors data (Real, Fiscal, External, Monetary and Social sector) into a comprehensive macroeconomic framework. This framework is based on inputs provided mainly by the State Statistical Office (SSO) and the NBRM
, Employment Service Agency (ESA), Public Revenue Office (PRO) as well as other departments in the MoF, mainly the Budget and Funds Department, Tax Department, Treasury Department and the Public Debt Management Department, and other institutions. Hence the need that, in addition to the Macroeconomic Policy Department, this project seeks to improve the capacity for quality analysis of the Budget and Funds and Tax Department. 

The Tax Department, in cooperation with PRO and in consultations with the Macroeconomic Policy Department, is responsible for the preparation of the tax revenues forecasts which is initial step in presenting the revenues side of the fiscal scenario. The intention of this project is to strengthen the capacities of the Tax Department and Macroeconomic Policy Department for tax revenues projections. 

The Budget and Funds Department is responsible (amongst other aspects) for the creation of the fiscal strategy with main focus on government expenditures. These expenditures resemble Government priorities and programmes and are main part of the fiscal scenario. Data which come from the Budget and Funds Department are also necessary for the preparation of the external sector scenario and design of the monetary framework and policy.

Decision- Making and the Budget Process 

Macroeconomic forecast is an important input in the process of budget planning. However, consistency and linkages between forecasting of macroeconomic variables and the budget planning process need to be improved. In addition, a macroeconomic model and cost benefit analyses can help to measure and evaluate economic effects of policy changes and will increase the quality of policy decisions. 

Information of the Political Level and the Private Sector about the Economy

The information to the Government and the Parliament about the macroeconomic developments in the country should be based on a continuous flow of information. Only in that way the Government and the Members of Parliament will be able to react to potential shocks to the economy. In addition, private companies would benefit from improved forecasts and information, and accordingly better plan their business operations and investments. 

3.2 Linked activities: 

1. In 2001, with USAID financial support the Macroeconomic Policy Department was created. This support also helped to build and strengthen its capacities. 

2. In 2006, with the support of the EC CARDS programme the Macroeconomic Policy Department created a computable general equilibrium (CGE) model. CGE model consists of equations describing model variables and a database consistent with the model equations in order to estimate how an economy might react to economic policy changes. However, the effective use of this model is planned, once the necessary preconditions in terms of capacity of the staff and data quality and availability are met.  The CGE model is different in its nature from the expected new model under this twining and its application requires additional training, data and software.
3. SIDA (Swedish International Development Agency) provided support in August 2008 to strengthen the capacities for macroeconomic projections and modelling of the Macroeconomic Policy Department. The objective of this project was met by building a small macroeconomic model which is temporarily not in use due to a process of data updating and model improvement. The capacities of the Macroeconomic Policy Department staff will be strengthened with this twinning project which will create possibilities for future improvement of the small macroeconomic model created by the SIDA project. In addition, the data base envisaged to be created under Component 2 of the same IPA TAIB 2009 Project Fiche will provide data for updating this model. 

The new economic model is foreseen as an "overall comprehensive model" opposite to the previous one under SIDA, which gives forecasts only for limited number of indicators. The data base envisaged to be created will provide the required data for updating the small macroeconomic model under SIDA. However, the possibilities that the new model will provide are expected to be much larger and with wider use compared to the small macroeconomic model under SIDA. 

In line with the lessons learnt with the EC CARDS programme and the SIDA support, the new economic model is envisaged to be country specific model created with the activities mentioned in part 3.4 Activities. Also, the project will allow testing period in order for the necessary adjustments of the model to be done and to increase its accuracy. In addition, employees in the Macroeconomic Policy Department will be engaged in the whole process of the creation of the model which will contribute towards increasing their capacities for running the model in future, which will ensure sustainability of the model.

As part of the same IPA TAIB 2009 Project Fiche, under Component 2, the Ministry of Finance shall receive support through a Service Contract focused on improving the organisation of data, in particular developing an effective and integrated data base and data storage in the Macroeconomic Policy Department. This component envisages creation of an Evaluation Report on the current process of data collection, organisation, storage and preparation of reports, including proposals for improvement of this process, an Action Plan for implementation of integrated data management system and development of a functional electronic data base for data collection, organisation, storage and preparation of reports with data from the database, together with a Manual and subsequent training of staff for data collection, organisation, storage and preparation of reports. Some positive effects are expected by this project in the form of data availability with the application of new database created by the Service contract and development of econometric skills of the staff.
All these projects and initiatives helped/will help to increase the Department’s capacities. 

3.3 Results:

The project shall provide advisory support to the Macroeconomic Policy Department of the MoF as a main beneficiary, as well as to the Budget and Funds Department and Tax Department in specific areas.

The Twinning is aimed at further development of the capacity of the Macroeconomic Policy Department for macroeconomic modelling and forecasting and macroeconomic and cost-benefit analysis. Also, it is expected to improve the capacity of Budget and Funds Department, Tax Department and Macroeconomic Policy Department in the process of budget planning in the MoF, tax revenues modelling as well as fiscal analysis. 

The mandatory results to be achieved are:

1. Improved process of economic policies’ proposals and design and assessment

This mandatory result shall be achieved through the achievement of the following intermediary results:

1.1 Report assessing the current process of economic reforms and policy design and assessment prepared; 

1.2 Proposals and Action Plan for improvement of the process of design of economic reforms and policy design and assessment developed;

1.3 Training plan and training curricula for Cost - benefit analysis (CBA) prepared;

1.4 Developed capacity of Macroeconomic Policy Department's staff for conducting CBA through training of indicatively 8-10 people; 

1.5. Guidelines/ Instructions for conducting cost benefit analysis prepared. The Guidelines should be prepared in both English and the country's language;

1.6 Assistance and guidance to the Macroeconomic Policy Department in conducting cost benefit analysis on a number of concrete cases provided.

2. Improved fiscal framework

This mandatory result shall be achieved through the achievement of the following intermediary results:

2.1 Report assessing the quality of the current analysis of the fiscal developments prepared; 

2.2 Proposals and Action Plan for improvement of the quality of fiscal developments analysis, based on the assessment, developed;

2.3 Training plan and training curricula for fiscal sector analysis prepared;

2.4 Developed capacities of the Macroeconomic Policy Department, Budget and Funds Department and Tax Department for conducting more advanced fiscal sector analysis through training of indicatively 25 employees;

2.5 Assistance to the Macroeconomic Policy Department, Budget and Funds Department and Tax Department in carrying out fiscal sector analysis provided; 

2.6 Report assessing the current budget planning process prepared;

2.7 Proposals and Action Plan for improvement of the budget planning process, based on the assessment, developed;

2.8 Training plan and training curricula for introduction of modern budgetary practices and techniques prepared;

2.9 Modern budgetary practices and techniques introduced in the process of budget preparation through training of indicatively 25 employees;

2.10 Report assessing the current state of tax revenues models prepared;

2.11 Proposals and Action Plan for building tax revenues models developed;

2.12 Forecasting models for VAT, Personal Income Tax, Profit Tax, Excises and Social Contributions revenues built;

2.13 Training plan and training curricula for making tax revenues projections using the forecasting models developed;

2.14 Developed capacity for making tax revenues projections using the forecasting models through training of indicatively 12 employees (from Tax Department, Macroeconomic Policy Department and Budget and Funds Department);

2.15 Prepared Manual for using the tax revenues forecasting models. The Manual should be prepared in both English and the country's language.

3. Enhanced capacities for economic modelling 

This mandatory result shall be achieved through the achievement of the following intermediary results:

3.1 Report assessing the current state of economic models used for forecasting prepared; 

3.2 Proposals and Action Plan for building a consistent overall economic model for forecasting developed;

3.3 Consistent overall economic forecasting model which uses the newly developed database built;

3.4 Training plan and training curricula for building and using the economic model prepared;

3.5 Manual for the economic model prepared. The Manual should be prepared in both English and the country's language;

3.6 Indicatively 8-10 people trained for using the economic model and information for the process of building the model provided.

3.4 Activities 

The Twinning project should not be a one-way technical assistance from a Member State to a Beneficiary Country. It must help to introduce and share EU wide best practices in connection with the specific needs of the Beneficiary Country in the field of macroeconomic policy, forecasting of macroeconomic indicators and tax revenues, fiscal sector analyses, modern budgetary practices and techniques, designing economic policy proposals, preparing cost benefit analysis.

The set of proposed activities will be further developed with the Twinning partner when drafting the Twinning work plan, keeping in mind that the final list of activities will be decided with the Twinning partner. The components are closely interlinked and need to be sequenced accordingly.

The Twinning assistance will be provided in the form of know-how transfer, and will be delivered through: 

a) Advice and coaching sessions: Coaching and advice activities will be the predominant type of activity. They will help for the fine tuning of the whole process of monitoring and evaluation of the economic modelling, improvement of the fiscal framework, designing economic policy proposals.

b) Tailor made training programmes: This project will include development and implementation of tailor-made training programmes for the Macroeconomic Policy, Budget and Funds and Tax Department. The programmes will take into account the lessons learnt from the previous trainings and will be based on a training needs assessment of the target group. The training programme will focus on all aspects of improving the capacity of the BC in the areas outlined above. The BC prefers on-the-job training, where applicable.

c) Guidelines, Manuals, procedures and check-lists: The Twinning partner should review and propose revision of the existing procedures with respect to all phases of macroeconomic policy development cycle, economic and tax modelling, preparation of medium term macro-fiscal framework and designing economic policy proposals, propose new methods, where relevant. This task will be done in close cooperation and consultation with key staff of the involved institutions. 

d) Development, testing and adjustment: The Twinning partner will provide assistance for development of economic model and tax revenues models and assistance and guidance through the process of models testing. In addition, they will provide assistance regarding the necessary adjustments in order to provide a functional models and accurate results.

e) Assessment: Every activity within the twinning will be assessed through practical tools. The results will be compiled and presented to the Steering Committee, and integrated in the quarterly reports. When it is relevant and possible, the other activities of the twinning project will be evaluated in the most relevant way.

3.5 Means/Input from the MS Partner Administration:  

The project will be implemented in the form of a Twinning contract between the country and an EU Member State. The implementation of the project requires one Project Leader (PL) with responsibility for the overall coordination of project activities, one Resident Twinning Adviser (RTA) to manage project activities and Short-Term Experts. It is essential that the team have sufficiently broad expertise to cover all the areas included in the project description. The interested Member State institution shall include in its proposal the CVs of the designated Project Leader, Resident Twinning Adviser and the proposed short-term experts and the specific tasks to which they will be assigned. Provided that consistency within a consortium can be secured, two Member States may form a consortium of one senior and one junior partner. 

3.5.1 Profile and tasks of the Project Leader

MS Project Leader (MS PL)

The MS Project Leader will detail, coordinate and supervise the overall thrust of the project, lead project activities, and ensure attainment of the projected output. He/she is expected to ensure that all the support from the management and staff of the MS side is available for the project. He/she will act as the counterpart of the BC Project Leader and will ensure in close co-operation the overall steering and co-ordination of the project - the Project Steering Committee (the Project Steering Committee will meet in Skopje every three months).

He/she should be a high ranking senior official from the respective MS body and is expected to devote a minimum of 3 days per month to the project in his/her home administration with an on-site visit at least every 3 months. 

The project leader is fully responsible for co-ordination of the work of the experts. 

The proposed Project Leader must be a public servant of an EU MS institution. The Project Leader might be engaged in some project activities.

Qualifications and skills

· Education of at least University degree in economics or similar discipline relevant to the project (Master's degree would be considered an asset); 

· Knowledge of relevant EU projects, rules and procedures;

· Fluent written and spoken English.

General professional experience 

· Minimum 10 years of work experience in the area relevant to the project.

Specific professional experience

· Minimum 5 years of experience in a managerial position within an EU MS Finance ministry or similar institution responsible for macroeconomic policy;

· Background in conducting macroeconomic analysis, macroeconomic modelling and formulation of economic policies;

· Prior experience in working as a Project Leader/Coordinator/Manager in similar EU or international donor funded project in recent accession countries and/or SAA countries.

Tasks:

1. Conceive, supervise and coordinate the overall preparation of the project;

2. Coordinate and monitor the overall implementation of the project;

3. Liaison with the Project Leader from the Beneficiary Institution; 

4. Co-chairing, with the Beneficiary Country Project Leader, the regular project implementation Steering Committee meetings;

5. Executing administrative issues (i.e. signing reports, side letters, etc.)

6. Ensure a close political steering.

BC Project Leader

The BC Project Leader will act as the counterpart of the MS PL and will ensure close cooperation in the overall steering, co-ordination and management of the project from the beneficiary side. He/she will support the Twinning project team in organisational and technical matters and will also coordinate the Project Steering Committee (PSC) on behalf of the BC. The role of the BC PL and the MS PL are complementary. 

3.5.2 Profile and tasks of the RTA

One Resident Twinning Adviser will be appointed. The RTA will be responsible for the direct coordination and implementation of the project activities on the ground, under the overall supervision of the MS Project Leader. 


The RTA will be a civil servant or equivalent staff (mandated body) seconded to work with the MS administration. The RTA will provide technical advice and assist the BC administration in the context of a predetermined work plan. The RTA will be located in the premises of the Ministry of Finance. His/her secondment will last 24 consecutive months within the country and is expected to work on a permanent day-to-day basis in the beneficiary country for the duration of the project.

The RTA will have a critical role in coordination of inputs in project. He/she will be supported by short-term experts. 

Resident Twinning Adviser's background:

Qualifications and skills:

· Minimum university degree
 in economics or similar discipline relevant to the assignment. Master degree/PhD would be considered as an asset;

· Excellent communication skills, with fluency in written and spoken English language;

· Computer literacy (advanced level).

General professional experience:

· Minimum 10 years general professional experience in the area relevant to the project.

Specific professional experience:

· Minimum 7 years of practical experience in macroeconomic policy department/body or similar institution in the area of macroeconomic and tax revenues modelling and forecasting; 

· Experience in previous projects in the area of macroeconomic and tax revenues modeling;

· Knowledge and experience in budget planning process using modern budgetary practices and techniques would be considered an asset; 

· Prior experience in conducting cost-benefit analysis would be considered an asset;

If there are activities for which the RTA does not have sufficient expertise the MS Twinning partner will engage short-term experts. 

Tasks:

· Carry out day-to-day implementation of the Twinning Project in the Beneficiary Country;

· Provide technical advice, support and assist the Macroeconomic Policy Department in the context of a predetermined work plan;

· Guarantee smooth implementation of the different activities delivered;

· Assess continuously the Twinning Project in all stages and provide link to compare it with the specified benchmarks/results and time-frame;

· Prepare the material for regular monitoring and reporting;

· Make recommendations on the organizational structure optimization.

3.5.3. Profile and tasks of the short-term experts (STEs)

In a case of activities for which the RTA does not have sufficient expertise, the MS Twinning partner will engage short-term experts. Short-term experts should be proposed by indicating the area they cover.

Other specialist staff will be made available by the Twinning Partner to support the implementation of activities. Specific and technical matters not directly covered by the RTA can be taken over by short-term experts within the limits of the budget. Considering the size of the host-administration, the number of Short-Term Experts should be reasonable and limited to the tasks to be performed.

Qualifications:

· All STEs should have at least University-level degree;

· All STEs should be public sector experts;

· All STEs should have at least 8 years of practical experience in the field they will cover;

· All STEs should have the capacity to work with people from different backgrounds in a multicultural environment;

· All STEs should have excellent communication skills, with fluency in written and spoken English and computer literacy.

Tasks:

· prepare and implement specific tasks based mainly on practical cases and experience in compliance with their mission description and in accordance with Project activities;

· provide practical expertise/advices to relevant staff for execution of different tasks related to the project;

· contribute to the project reporting, contribute to the draft notes and other documents and report on their missions;

· address cross-cutting issues.

More specifically, Short-Term Experts expertise will relate to (but not inclusive):

· Cost-benefit analysis; 

· Budget planning process, using modern budgetary practices and techniques;

· Economic modeling (econometric models); 

· Tax revenues modeling.  

4. Institutional Framework

4.1. Beneficiary institution

This project will primarily be focused on capacity building of the Macroeconomic Policy Department in the MoF as main beneficiary. Also, the assistance will be spread to the Budget and Funds Department and Tax Department, which will be included in the training activities aiming to improve the analytical skills in the fiscal area and the budget planning process.

Macroeconomic Policy Department is responsible for creation of a coherent medium and long term macro-fiscal framework. This framework is based on inputs provided by the official statistical system, mainly the SSO, the NBRM, PRO, ESA as well as other departments in the MoF, mainly the Budget and Funds Department, Tax Department, Treasury Department and the Public Debt Management Department, and other institutions.

The Macroeconomic Policy Department is composed of four units.

· Macroeconomic Models and Projections Unit;

· Financial Sector Analysis Unit;

· Real Sector Analysis Unit;

· Unit for Coordination of Economic Policies and Reforms.

Macroeconomic Models and Projections Unit. Responsibilities of this unit include: 

· Using econometrics programmes (E-views) for projection of the economic variables (GDP, Inflation, Industrial production etc.);

· Correlation analysis of the economic variables;

· Creation of simple medium term econometric models connecting different economic sectors of the economy and making forecasts of the main economic variables;

· Ad-hoc analysis of different economic phenomena.

Financial Sector Analysis Unit. Responsibilities of this unit include: 

· Analysis of the financial indicators in the country;

· Analysis of the banking sector;

· Preparation of reports and information about the fiscal sector and policies, with focus on the tax system;

· Monetary sector and policy analysis.

Real Sector Analysis Unit. Responsibilities of this unit include:

· Preparation of analysis, information of the current macroeconomic developments in the domestic production, external sector and social sphere;

· Preparation of the Macroeconomic Policy Document which is presented to the Parliament by the end of the year;

· Productivity and unit labour cost analysis of the country’s economy;

· Analysis of the labour market in the country;

· Analysis of the external sector movements, Balance of Payment and the exchange rate. 

Unit for Coordination of Economic Policies and Reforms. Responsibilities of this unit include: 

· Preparation of the Pre-accession economic programme – PEP, which the Government presents to the European Commission every year;

· Preparation of the National Development Plan;

· Consolidation of different materials of the MoF for preparation of different strategic documents;

· Creation of data base for current and planned structural reforms from all the government institutions;

· Analysis of the different government documents in the field of macroeconomic policy. 

The Tax Department, in cooperation with the PRO and in consultations with the Macroeconomic Policy Department, is responsible (among others) for the preparation of the tax revenues forecasts which is initial step in presenting the revenues side of the fiscal scenario.  Also, the Tax Department performs activities pertaining to preparation of laws and by-laws in the field of personal income tax, value added tax, excises and the tax policy in general for generating source revenues in the Budget. There are 16 employees in the Department engaged in the following units: 

· Profit Tax Unit;

· Unit for Personal Income Tax, Property Taxes and Fees;

· Indirect Taxes Unit;

· Unit for International Agreements on Avoidance of Double Taxation;

· Analysis, Information and Research Unit;

· Unit for Games of Chance.

The Budget and Funds Department is responsible (amongst other aspects) for the preparation of the fiscal policy and strategy of the country, focusing on government expenditures. The structure of expenditures is based on Government priorities and programmes. Data from the Budget and Funds Department are also necessary for the preparation of the external sector scenario and design of the monetary framework and policy. Primary task of the Budget and Funds Department is budget process management, including preparation of fiscal strategy, budget circular, harmonization with the budget users on the basis of which draft Budget of the beneficiary country is prepared, later on being discussed and adopted by the Parliament of the beneficiary country. In addition, Budget and Funds Department monitors and analyses the budget execution by the budget users, on the basis of which it prepares the respective budget re-allocations and expansion, and is in charge of the fiscal implications arising from all legal acts and bylaws, decisions and information of the Government of the beneficiary country. The Department, in the course of the fiscal year, also prepares Annual Report of the Budget of the beneficiary country. Currently, there are 31 employees (out of which 20 are budget analysts). The Budget and Funds Department is composed of nine units: 

1. Budget and Budget Policy Unit;

2. Unit for Funds’ Budgets;

3. Unit for Budgets of Local Self-Government Units;

4. Unit for Control of Payment of Salaries to Budget Users;

5. Analysis Unit;

6. Development Budgeting Unit;

7. Unit for Public Enterprises and Agencies;

8. Unit for Projections on Salaries and Employments at Budget Users;

9. Unit for Projections and Monitoring Public Investments.

4.2. Steering Committee

A Project Steering Committee (PSC) will be established at the beginning of the project comprising senior representatives of the Macroeconomic Policy Department, other relevant MoF departments (Budget and Funds Department and Tax Department), SPO within the Ministry of Finance, Contracting Authority (Central Financing and Contracting Department - CFCD), the EU Delegation and the Member State(s) partner in accordance with the requirements of the Twinning manual. The final membership of the PSC has to be agreed with the Contracting Authority. 

The PSC will meet quarterly or more frequently, if required. The PSC meetings are called and chaired by both Project Leaders. The Resident Twinning Adviser will be responsible, jointly with the national counterpart, for drafting a quarterly report and presenting it to members of the committee at least 2 weeks prior to each PSC meeting. The PSC will take the necessary decisions related to project facilitation and progress and will be the forum to discuss any unforeseen difficulties. Extraordinary PSC meetings can be convoked in case of exceptional needs.

4.3 Reporting requirements as per Art 6.4 of the Twinning Manual 

Proper project reporting is essential to ensure proper follow-up of project implementation and to properly evaluate the results. 

These reports shall consist of a content section and financial section.

Every three months, the MS Project Leader in co-operation with the BC Project Leader will prepare and submit interim quarterly reports. Each report will cover a three months period calculated from the date of notification of endorsement / signature of the contract. The first report will be due in the fourth month counting from the date of notification of endorsement / signature of the Twinning contract. Interim quarterly reports will be prepared and distributed to all the participants in advance of the meetings of the Project Steering Committee. The financial part of the interim reports, must document the actual expenditure in relation to budgeted expenditure. A list detailing each item of expenditure incurred in the period covered by the reports, and indicating for each its title, amount, relevant heading in the Budget of the Action and the reference of the justifying document, is annexed to them.

The MS Project Leader shall submit the final report before the end of the legal duration of the Twinning contract.  The final report shall be forwarded no later than three months after the implementation period of the Action (work plan) as defined in article 2 of the Special Conditions of the Twinning Contract. The final report will be accompanied by a verification expenditure report. This means that the final report, final invoice, and expenditure verification report have to be submitted at the latest during the final month before the end of the legal duration of the Twinning contract.

Reports will follow the templates of Annex C4/Annex C5 of the Twinning Manual. In addition to these formal reporting stages, the twinning partners are obliged to inform in writing the Contracting Authority (CFCD) as well as the final beneficiary of the action of any critical aspects or conditions of project implementation, or any amendments/modifications necessary within the budget.

All reports must be produced in the English in electronic and hard copy. These reports shall be signed by both Project Leaders. Each report must be presented in electronic format two weeks prior to the Steering Committee meetings and in two hard copies to the Project Beneficiary, the Contracting Authority, the members of the Steering Committee Meeting and the EU Delegation. 

The final versions should incorporate any comments and discussions during the Steering Committee meetings. The template of the report is detailed in Annex C4/ Annex C5 to the Twinning manual.

Failure to submit satisfactory reports in time may lead to the decision to suspend EU financing for the project.

In addition, the RTA in cooperation with the RTA counterpart shall submit Monthly Progress Briefs to the SPO not later than 3 working days after the end of each month. The Monthly Progress Briefs (short report 2-3 pages) should summarise the current status of the project against benchmarks for mandatory results (defined in the Twinning workplan), major activities undertaken during the period of the report compared to the implementation schedule, deviations and delays in activities, problems and constraints encountered and corrective/ remedial actions proposed or planned, and major activities planned for the next period (schedule). Achievements with respect to the benchmarks should be assessed and documented in each Monthly Progress Brief to the extent possible. The structure of the report will be agreed with the SPO. 

5.
Budget 

The project will be implemented through a Twinning Contract estimated at a maximum of EUR 950.000 (out of which 95% IPA funds and 5% National co-financing). 

Apart from the National co-financing, all twinning contracts as a rule must provide Beneficiary co-financing on the side of the beneficiary institution (Ministry of Finance), for the purpose of covering costs not covered by the EU as per Twinning manual, point 5.13, as follows:

·
Facilities for the Member State experts: adequately equipped office space, telephone, e-mail services, fax, photocopiers, computer, internet access, secretarial support and access to information;

·
Organisation of seminars (incl. hall rental, provision of refreshments, printing seminar materials and other logistical support).

For the needs of the project, a full time assistant and a full time translator-interpreter has to be appointed under the project budget. 

The full time translator will be involved in the training activities as translator and also for the translation of project documents/reports and materials, organizational activities etc.

The following expenses are to be covered with the project funds:

· Visibility Cost;

· Audit certificate cost;

· One full time translator/interpreter;

· Full time assistant.

6.
Implementation Arrangements

6.1.
Implementing Agency responsible for tendering, contracting and accounting 

The Central Financing and Contracting Department (CFCD) within the MoF is the implementing agency responsible for all procedural aspects of the tendering, contracting, payments, accounting and overall supervision of the implementation of the project. The Head of CFCD will act as the Programme Authorising Officer (PAO).

Ms. Radica Koceva 

Programme Authorising Officer

Ministry of Finance/ Central Financing and Contracting Department

Address: Dame Gruev No.14, 1000 Skopje

Tel.: +389-2-3106 455

Fax: +389-2- 3231 219

e-mail: radica.koceva@finance.gov.mk 

6.2.
Main counterpart in the BC

Contact persons and contact details

Mr.Jordan Trajkovski, BC Project Leader

Head of the Macroeconomic Policy Department

Ministry of Finance

Address: Dame Gruev No.14, 1000 Skopje

Tel: +389 2 3106 493

Fax: +389 2 3117 280

e-mail: jordan.trajkovski

 HYPERLINK "mailto:jordan.trajkovski@finance.gov.mk"
@finance.gov.mk
Mr. Nedzati Kurtishi, RTA counterpart

Macroeconomic Policy Department

Ministry of Finance

Address: Dame Gruev No.14, 1000 Skopje

Tel: +389 2 3106 688

Fax: +389 2 3117 280

e-mail: nedzati.kurtisi@finance.gov.mk 

Ms. Ana Veljanovska,

Senior Programme Officer (SPO)

Ministry of Finance

Address: Dame Gruev No.14, 1000 Skopje

Tel: +389-2-3106 107

е-mail: ana.veljanovska@finance.gov.mk
6.3. 
Contracts

One Twinning contract for further development of the capacity for macroeconomic and tax revenues modelling and cost-benefit analysis and improvement of the process of budget planning in the MoF.  

(As noted above in addition to this Twinning, but not part of this twinning project, there will be a Service Contract, part of the same Project Fiche under IPA TAIB 2009 Component, for improving the organisation of data, in particular developing an effective data base and data storage in the Macroeconomic Policy Department).

7.
Implementation Schedule (indicative)

7.1.
Launching of the call for proposals 

The date for the launching of the call for proposals is: April 2011

7.2. Start of project activities

The start of project activities is tentatively scheduled for: February 2012

7.3. Project completion (date)

The project implementation period (duration of the work plan) is 24 months after the commencement date of the Project. 

7.4. Duration of the execution period 

The project will have 27 months legal duration (duration of the Twinning work plan is increased by 3 months, to cover the initial setting in of the RTA and the proper wrapping up of the Twinning Project).

8. 
Sustainability

The Macroeconomic Policy Department currently has a capacity of a total of 14 employees, and with a favourable age structure.  

The achievement of a Twinning project (mandatory results) will be maintained as a permanent asset to the Beneficiary administration even after the end of the Twinning implementation. This presupposes inter alia that effective mechanisms are put in place by the Beneficiary administration to disseminate and consolidate the results of the project.

As a result of the Twinning and the assistance given, the Departments and the Ministry will work to ensure that all knowledge gained through the project will be systematically transferred to all new employees by on the job training delivered through everyday work and manuals developed.

Furthermore as outlined in the mandatory results the project results will go on and create numerous and varied benefits due to the improvement of economic policy proposals, the general improvement of the fiscal framework and in economic modeling in general. Not only are these very important for the Ministry and the Department but they promise to have many benefits for the Government as a whole and therefore for the wider citizenry.

9. 
Cross cutting issues

9.1 Civil Society development and dialogue

Civil society issues will be taken into consideration of such issues where relevant and appropriate in the project.

9.2 Environmental considerations

The twinning project activities will include a specific activity to train beneficiary staff in the different aspects of mainstreaming environment in programme and ongoing activities (e.g. socio economic impact of cost benefit analysis on the environment).

9.3 Equal Opportunity and non-discrimination

The twinning project activities will include a specific activity to train beneficiary staff in the implementation of the Government Gender Strategy, while reference will be made to the EC Programme of Action for the mainstreaming of gender equality in community development cooperation (2001-06). In view of the specific sector, it is not expected that the gender aspects will be of prime relevance for the outputs of the Macroeconomic Policy Department. 

9.4 Minority and vulnerable groups'

Minority and vulnerable groups' concerns will be reflected in activities programmed under this project. 

Furthermore, improved forecasting and budget planning should lead to higher efficiency of social spending and assistance and hence improve the socio-economic position of the vulnerable groups. 

9.5 Good governance, with particular attention to fight against corruption

All relevant requirements to insure a sound financial management of the project will be fulfilled in accordance with the principle of good governance. 

All necessary provisions will be taken to fight against corruption in accordance with Article 19 of IPA IR: 

“[The] beneficiary countries shall take any appropriate measure to prevent and counter any active or passive corruption practices at any stage of the procurement procedure or grant award procedure or during the implementation of [the] contract.”

The overall objective to which this project contributes is the improvement of the quality of information provided to economic policy makers, necessary for effective decision-making processes.  

10. 
Conditionality and sequencing:

10.1 Conditionality

The project includes the following conditions:

1. Endorsement by all key stakeholders of the Twinning Project Fiche; 

2. Appointment of counterpart personnel by the beneficiary and making the staff that will be involved during the Twinning implementation available;

3. Allocation of working space and facilities by the beneficiary for twinning assistance before the launch of the tender process/Work plan process;

4. Participation by the beneficiary in the selection of twinning partner;

5. Organisation, selection and appointment of members as per working groups, by the beneficiary as per work plan of the project;

6. Appointing the relevant staff by the beneficiaries to participate in training activities as per work plan;

7. Good coordination and cooperation between all departments of the MoF participating in the activities of the twinning project.

In the event that conditions are not met, suspension or cancellation of the project will be considered.

10.2 Sequencing

Key milestones will be:

1. Approval of the Twinning project fiche;

2. Completion of the selection of the twinning partner;

3. Signature of the Twinning Contract, including the Twinning Work Plan;

4. Commencement of the implementation of the twinning (inter alia, the arrival in the country of the Resident Twinning Adviser);

5. End of the implementation period;

6. Submission of the final report.
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ANNEX 1: Logical framework matrix in standard format

	LOGFRAME PLANNING MATRIX FOR Project Fiche
	Programme name and number

Strengthening the capacity of the Ministry of Finance-Macroeconomic Policy Department for macroeconomic analysis and policy formulation in order to improve policy making and meet the criteria for EU accession
	

	
	
	Contracting period expires two years from the date of the conclusion of the Financing Agreement
	Execution period expires two years from the final date for contracting
	Disbursement period expires one year from the final date for execution of contracts  

	
	
	Total budget :

950.000
	IPA budget:

902.500

	

	Overall objective
	Objectively verifiable indicators
	Sources of Verification
	

	The overall objective to which this project contributes is the improvement of the quality of information provided to economic policy makers, necessary for successful decision-making processes.
	Decision makers receive the reports from the Marcoeconomic Policy Department
	Mailing list.

Number of requests for the reports.
	

	Project purpose
	Objectively verifiable indicators 
	Sources of Verification
	Assumptions

	The project purpose is to improve economic analysis and forecasting skills in the Ministry of Finance (MoF), aiming to design a coherent medium and long-term macro-fiscal framework,   through further development of the capacity for macroeconomic and tax revenues modeling, cost-benefit and fiscal analysis and improvement of the process of budget planning in the MoF.
	Improvement of the accuracy of the projections (% of realization of projections) made by the Macroeconomic Policy Department.
	Data from the analysis made by the Macroeconomic Policy Department
	Continuing adherence to agreed policy objectives 

Economic and fiscal stability

	1. Improved process of economic policies’ proposals and design and assessment

1.1 Report assessing the current process of economic reforms and policy design and assessment prepared; 

1.2 Proposals and Action Plan for improvement of the process of economic reforms and policy design and assessment developed; 

1.3 Training plan and training curricula for Cost - benefit analysis (CBA) prepared;

1.4 Developed capacity of Macroeconomic Policy Department's staff for conducting CBA through training of indicatively 8-10 people; 

1.5. Guidelines/ Instruction for conducting cost benefit analysis prepared. The Guidelines should be prepared in both English and the country's language; 

1.6 Assistance and guidance to the Macroeconomic Policy Department in conducting cost benefit analysis on a number of concrete cases provided.

2 Improved fiscal framework

2.1 Report assessing the quality of the current analysis of the fiscal developments prepared; 

2.2 Proposals and Action Plan for improvement of the quality of fiscal developments analysis, based on the assessment, developed;

2.3 Training plan and training curricula for fiscal sector analysis prepared;

2.4 Developed capacities of the Macroeconomic Policy Department, Budget and Funds Department and Tax Department for conducting more advanced fiscal sector analysis through training of indicatively 25 employees;

2.5 Assistance to the Macroeconomic Policy Department, Budget and Funds Department and Tax Department in carrying out fiscal sector analysis provided; 

2.6 Report assessing the current budget planning process prepared;

2.7 Proposals and Action Plan for improvement of the budget planning process, based on the assessment, developed;

2.8. Training plan and training curricula for introduction of modern budgetary practices and techniques prepared;

2.9 Modern budgetary practices and techniques introduced in the process of budget preparation through training of indicatively 25 employees;

2.10 Report assessing the current state of tax revenues models prepared;

2.11 Proposals and Action Plan for building tax revenues models developed;

2.12 Forecasting models for VAT, Personal Income Tax, Profit Tax, Excises and Social Contributions revenues built;

2.13 Training plan and training curricula for making tax revenues projections using the forecasting models developed;

2.14 Developed capacity for making tax revenues projections using the forecasting models through training of indicatively 12 employees (from Tax Department, Macroeconomic Policy Department and Budget and Funds Department);

2.15 Prepared Manual for using the tax revenues forecasting models. The Manual should be prepared in both English and the country's language.

3 Enhanced capacities for economic modelling 

3.1 Report assessing the current state of economic models used for forecasting prepared; 

3.2 Proposals and Action Plan for building a consistent overall economic model for forecasting  developed;

3.3 Consistent overall economic forecasting model which uses the newly developed database built;

3.4 Training plan and training curricula for bulding and using the economic model prepared;

3.5 Manual for the economic model prepared. The Manual should be prepared in both English and the country's language;

3.6 Indicatively 8-10 people trained for building and using the economic model. 


	1. Improved process of economic policies’ proposals and design and assessment

· Implementation of the action plan for improvement of the design of economic reforms and policy assessment (number of tasks from the Action plan are delivered by the responsible employees in the timeframe set);

· Indicatively 8-10 people trained to perform  cost benefit analysis;

· Guidelines/ Instructions for conducting CBA adopted and used by the Macroeconomic Policy Department;

· Number of CBA carried out by the people trained;

2 Improved fiscal framework 

· Implementation of the action plan for improving the quality of fiscal sector analysis (number of tasks from the Action plan are delivered by the responsible employees in the timeframe set);

· Indicatively 25 employees trained for conducting more advanced fiscal sector analysis;

· Number of fiscal sector analysis conducted;

· Number of new fiscal indicators produced and introduced;

· Implementation of the action plan for improving the budget planning process (number of tasks from the Action plan are delivered by the responsible employees in the timeframe set);

· Indicatively 25 employees trained for using modern budgetary practices and techniques;

· Implementation of the action plan for building tax revenues models (number of tasks from the Action plan are delivered by the responsible employees in the timeframe set);

· Indicatively 12 employees trained for using the tax forecasting models;

· Number of projections made by using the tax forecasting models;

· Prepared manual for using the tax revenues forecasting model is adopted and used by MoF;

3 Enhanced capacities for economic modelling

· Implementation of the Action plan for  building a consistent overall economic model for forecasting (number of tasks from the Action plan are delivered by the responsible employees in the timeframe set); 

· The model is in place and projections are made by using the model;

· Manual for the economic model adopted and used by the MoF;

· Indicatively 8-10 people trained for using the econometric model are able to maintain and upgrade the model for building and using the economic model and information for the process of building the model provided. 


	Reports on the realisation of the Action plans 

 Report on the realisation of the Action plan

Archive and web site of MoF

 Adopted manuals, signed by the Minister of Finance and published on the web-site MoF

 Information by the Macroeconomic Policy Department IT system, web site MoF


	Continuing adherence to agreed policy objectives

Good and continuous interaction between the stakeholders relevant to the economic sector

	Activities
	Means
	Costs
	Assumptions

	Component 1: Further development of the capacity of the Macroeconomic Policy Department for economic analysis and modelling, cost-benefit analysis and improvement of the process of budget planning in the MoF

 The Twinning assistance will be provided in the form of know-how transfer, and will be delivered through: 

 - Advice and coaching sessions;

- Tailor made training programme;

- Guidelines, Manuals, procedures and check-lists;

- Development, testing and adjustment;

- Assessment. 
	Twinning arrangement


	Total budget for component 1 :

EUR 950.000 

IPA budget:

EUR 902.500


	Input from EU MS partner

Continuing commitment of staff and management


Pre conditions:

1) Endorsement by all key stakeholders of the Terms of Reference for the individual contracts to be engaged; 

2) Appointment of counterpart personnel by the beneficiary before the launch of the tender process; 

3) Timely allocation of working space and facilities by the beneficiary for twinning and TA before the completion of the tender process;

4) Participation by the beneficiary in the tender process in accordance with EU regulations;

5) Organisation, selection and appointment of members of working groups, seminars by the beneficiary as per work plan of the project;

6) Appointing the relevant staff by the beneficiaries to participate in training activities as per work plan;

ANNEX II:
Detailed implementation chart 

To be defined in Work Plan stage 

	
	2011
	2012
	2013
	2014

	
	January
	February
	March
	April
	May
	June
	July
	August
	September
	October
	November
	December
	January
	February
	March
	April
	May
	June
	July
	August
	September
	October
	November
	December
	January
	February
	March
	April
	May
	June
	July
	August
	September
	October
	November
	December
	January
	February
	March
	April

	Selection and design of the Work Plan
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Implementation of the Twinning Project
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


ANNEX III. List of relevant Laws and Regulations:

Reference to Laws, Regulations and Strategic Documents:

· Constitution and Amendments on the Constitution
  

· Rules of Procedure for Operation of the Government
 

· Law on Government
  

· Law on Free Access to Public Information
 

· Rulebook for Internal organization of the MoF, 2009 

· Law on public servants

· Law on Budget

ANNEX IV. Reference to relevant Government Strategic plans and studies (may include Institution Development Plans, Business plans, Sector studies etc)

Reference to Pre-accession Economic Programme 

The Beneficiary Country as an EU Candidate prepares and submits to the European Commission an annual medium-term macroeconomic and fiscal framework (Pre-accession Economic Programme), in which the relevant authorities, the Ministry of Finance (MoF), present the medium-term economic programme and plans on how to comply with the economic criteria for EU membership. Since the EU accession is a paramount country priority, improving the quality for preparing medium term plans is a key need.

In its assessment of the the country's Pre-accession Economic Programmes, the European Commission has repeatedly urged the country to improve its skills with respect to economic analysis and policy formulation.

Reference to National Development Plan (where applicable)

The MoF-Macroeconomic Policy Department prepares the National Development Plan (NDP) of the country. Hence, developing the capacity of the Department will contribute towards better quality NDP.

Reference to national/ sectoral investment plans (where applicable)

The NDP sets the framework for the national/sectoral investment plans and is a base for the preparation of the annual Public Investment Programme, which is prepared by the Budget and Funds Department within the MoF.

ANNEX V. List of abbreviations

	CARDS 
	Community Assistance for Reconstruction, Development and Stabilisation 

	CBA 
	Cost - benefit analysis 

	CFCD 
	Central Financing and Contracting Department within Ministry  of Finance 

	CGE 
	Computable General Equilibrium 

	EC 
	European Commission 

	EU 
	European Union 

	EUD 
	Delegation of the European Union 

	EPSO 
	European Personnel Selection Office 

	ESA 
	Employment Service Agency 

	IPA 
	Instrument for Pre- accession Assistance 

	IPA IR 
	Commission Regulation (EC) No. 80/2010 of 28 January 2010 amending Regulation (EC) No 718/2007 Implementing Council Regulation (EC) No 1085/2006 establishing an Instrument for Pre-accession Assistance (IPA) 

	MoF 
	Ministry of Finance 

	MS 
	Member State of the Europe Union 

	MS PL 
	MS Project Leader 

	NBRM 
	National Bank of the Republic of Macedonia 

	NDP 
	National Development Plan 

	PAO 
	Programme Authorising Officer 

	PSC 
	Project Steering Committee 

	PRO 
	Public Revenue Office 

	PSC
	Project Steering Committee

	RTA
	Resident Twinning Adviser

	SIDA
	Swedish International Development Agency

	SPO
	Senior Programme Officer

	SSO
	State Statistical Office

	STEs
	Short Term Expert

	TAIB
	Transition Assistance and Institution Building

	Tax Department 
	Department for the System of Calculation and Collection of Taxes 

	USAID
	United States Agency for International Development

	MIPD
	Multi Annual Indicative Planning Document


ANNEX VI. Organisational structure  

Please find below the organigram of the Macroeconomic Policy Department within the MoF and the MoF 
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�	 As per Financing Agreement concerning the National Programme under IPA Transition Assistance and Institution Building Component for 2009 (IPA 2009/021-665), entered into force on 21December 2010


�	 National Bank of the Republic of Macedonia


�	 EPSO website-Annex, http://europa.eu/epso/doc/diplomasfortheweb.pdf


�	 Official Gazette No. 52/1991, 01/1992, 31/1998, 91/2001, 84/2003, 107/2005, 03/2009


�	 Refined text published in Official Gazette No.36/2008


�	 Official Gazette No.59/2000,12/2003, 55/2005, 372006, 115/2007, 19/2008, 82/2008 and 10/2010


�	 Official Gazette No.13/2006, 862008, 6/2010


�	 Refined text published in Official Gazette No.76/2010


�	 Official Gazette No 64/2005, 04/2008, 103/2008, 156/2009 and 95/2010
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