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1. EXECUTIVE SUMMARY

The Diaspora Engagement in Economic Development {DEED) programme has been designed jointly by the two implementing
organizations UNDP and 1IOM in close cansultations with the main national stakeholder, the Ministry of Diaspora of Kosove.
The planned programme is an extension of a joint DEED project, which has been active since August 2012 and is coming to
an end in March, 2014. The DEED praject assisted the Ministry of Diaspora of Kosovo In designing aof a first ever Naticnal
Strategy for Diaspora, a comprehensive document guiding the next five years of strategic policy work on diaspora issues in

Kosova.

In addition to the strategy, during the project [lifetime several important knowledge-based products have been delivered by
DEED: a feasibility analysis of possible banking products and services that would encourage formalizing the economy
surrounding remittance transfer; assessment, mapping and piloting of investment models and instruments for diaspora; an
evaluation of the international guarantee fund model; and three Kosovo Remittance Studies (2010, 2012 & 2013).
Translation of these knowledge products intg policy and practice has also been started. However, the two-year timeframe of
the DEED project has proven to be too short to allow for a long-term sustainable, gender equitable local economic
development ta become visible. There is a risk that without further guidance and support the institutions may fail to further
develop and implement the activities on the basis of these already established intervention modeis.

The DEED project has also managed to generate a well-functioning relationship and mutual trust between the relatively
newly established Ministry of Diaspora {MaD} and the two development organizatians, UNDP and 10M. During the project
also connections hetween the MaD, Kosovar Diaspora abroad {including diaspora associations) and the diplomatic network
of Kosovo have been strengthened significantly. The DEED project alse established a very cooperative relationship between
MoD, IPAK/SME agency', and the Kosovo Banking Association {KBA). All these networks are expetted to be further
strengthened and new relationships to be established during the next phase of DEED, so that the Ministry of Diaspara weuld
be enabled to ingrain the models, services and products piloted during the first phase of the project.

In spite of these strides, the original timeframe of 24 manths has proven very short for securing the full benefits of the work
already underway. This is particularly true of the investment promotion models identified and evaluated by the project.
Since identifying of the models was one activity of the original project, it was not possible by the time of the design of the
project to know exactly what these investment models would actually look like or how leng it would take to develop them.
For creation of an investment fund (the recommended investment madality for the central level), the feasibility study
proposes a timeframe of two to three years for establishment and fundraising for the fund. The second model, related to
leveraging economic zones at the local level, requires assisting municipalities thraugh the various steps of its establishment
and promaotion of such zones to the diaspora. This includes assessments of the land and feasibility of the proposed zones,
acquiring of 16 different permits from various ministries, and development of promotional material targeting especially
diaspora investors. Furthermore, in regard to the Internationat Guarantee fund model the study determined that the best
option for implementation was through collaboration with USAID's guarantee scheme. This gption however requires
approval from Washington DC which in turn necessitates the sending of an assessment team, a process that, once begun
takes several months. Considering the time needed for conducting the research for these models in Kosove as well as among
members of diaspora, the timeframe remaining for piloting of these models is not adequate for the project to implement the
needed activities or to reach the number of investments facilitated foreseen in the original proposal.

1 The Kosovo Investment Promation Agency and the agency for support of Small and Medium Sized Enterprises are currently in the

process of being merged.
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Moreover, excellent opportunities for synergies between several existing I0M and UNDP projects can be identified in the
possible extension of the DEED project. The extension phase of DEED would continue the piloted concrete measures far
better tivelihood and entrepreneurship opportunities for the remittance-receiving households. As a result, it would leverage
the work done through existing UNDP interventions like Aid for Trade (AFT) and Active Labour Market Programmes (ALMP).
in addition, synergies with the €U funded Community Stabilisation Programme and SME Support Project implemented by
IOM can aiso strengthen efforts to promote entrepreneurship by providing seed capital through their grants programmes to
microenterprises and SMEs. Further, these projects and their beneficiaries will benefit from contacts established with
diaspora businesses. During the first phase of DEED it has become clear that one of the main obstacles reported by diaspora
for investment in Kosovo is corruption. In this respect, an extension of the DEED project could help tackle corruption through
a more comprehensive intervention in close cooperation with the Anti-Corruption praject of UNDP (Good Governance
Program). Possibility for cross-programmatic approach and the strong experience in assisting the government institutions at
the central level make UNDP a uniquely placed development actor in the econemic development of Kosovo. On the other
hand, the 10M has a strong network and impressive experience in working with diaspora communities, as well as engaging
diaspora in ecanomic development of their country of origin.

The overall objective of the programme is to enhance the contribution of diaspors to poverty reduction in the short-term
and to sustainable, gender equitable local economic development in the long-run, through facilitating and encouraging
investment and saving behaviour among migrants and remittance-receiving households.

n order to address the objective, the programme foresees intervention through three key methods: 1} Strengthened
capacities of Kosova authorities to implement the National Strategy for Diaspora 2013-2018, 2) Relevant stakeholders
have increased capacities to facilitate migrants’ investments in Kosavo, and 3) Strengthened capacities of remittance
recipients, diaspora business networks and Kosovar authorities to increase the positive impact of migration on the socio-
economic environment of Kosovo.
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2. SITUATION ANALYSIS

CONTEXT OF THE JOINT PROGRAMME

Civil, political, and socio-economic unrest has lead to various waves of emigration and internal movements that continue to
have profound impacts on the prospects for sustainable development in Kosovo. According to the recently approved
Mational Strategy on Diaspara the Kosove Government estimates that over 800.000 Kosovars have em:grated in the last half
century, excluding a large group of Kosovar Albanians that relocated to Turkey in the first haif of the 20" century. Most of
the former group lives in Western European Countries, specifically in Germany {39%]2, Switzerland (23%), Austria {7%),
sweden {5%), and Great Britain {4%). A long migration history means that diaspora communities are well established while
the recency of the last two waves of migration implies a high degree of connecticn with the communities of origin. Both
point to the great potential for active engagement of the diaspera in the development of Kosavo.

It is very likely that emigration with continue to bear an important demographic influence in Kosove for the foreseeable
future. A household survey conducted in 2008 showed that 54% of 18- to 40-year-olds want to leave Kosovoa.” Migrants go
abroad in order to search for better work opportunities, get an education, save money during their stay abroad, and return
1o their country of origin with better prospects and opportunities. According to the latest UNDP Kasovo Remittance Survey,
in 2012 86% of breadwinners intending to emigrate from Kosova planned to do so for economic reasans, which is in line with
the results of also other studies describing migration profile of Kasovo. tOM’s research shows that 46.4% of Kosovars with
intention 1o emigrate in the following six months wanted to emigrate to take up employment, as compared to 26.4% that
reported that they planned to leave for family reasons’. With unemployment above 35% and youth unemployment in
particular above 60%°, the push to seek better futures abroad persists. The latest ILO's Labour Force Survey results show an
inactivity rate of 63.2%, which may indicate that vast majority of the labour force in Kosovo has lost their motivation to even
search for employment. Especially when considering that Kosove has one of the youngest populations in Europe with some
260.000 youths expected to join in the next five years an already saturated labour market, emigration remains one of the
few options for securing a decent livelihood for many.

Migrants and diaspora communities influence the Kosovo economy in many ways, one of which is remittances; funds that
migrants transfer from their country of residence to their families in the country of origin. Remittance transfer may be made
on a regular basis, sporadically or only in the event of crises, emergencies or special events. Analytical studies have shown
that remittances play a cruciaf role in supporting the economy of Kosovo: 22.4% of Kosovao families received remittances
during the year 2012, while the share of remittances of Kosove GDP was 9. 3% in 2012°. White remittances contribute to the
short-term survival and well-being especially of poor and vulnerable households, and remittances can be seen as an essential
tool for poverty-reduction, remittances can also have a negative impact by possibly creating remittance dependency both on
the household and national levels. Also, remittances may entail the so calted “spoil effect” en individual behaviour, which
implies that remittances reduce the willingness to join fabour market,

One of the UNDP Kosovo Remittance Study 2012 findings is that channels of transfer of remittances to Kosovo have been
formalizing: in 2011 already 38.9% were transferred by using hanks, in comparison to only 16% in 2014, and in general 57.2%
of remittances were transferred by using formal channels, High costs have remained as the main reason hindering the use of

2 o, of the total number of Kasovars living abroad

3 |ASCI. Kosovo Market Analysis: Maximising the Development-impact of Migration-related Fingncial Flows and Investment to Kosovo.
2010. Available at www.iasci.info

T oM. Labour Migration Patterns, Policies and Migration Propensity in the Western Bolkons. 2008

® Lahour Force Survey 2012. Statistical Office of Kosovo.

5 Study on Remittance in Kasaovo 2013




DEED Joint Pragramme Document

formal transfer channels, however according to KRS 2012 more than 30% of emigrants would still prefer using informal
channels even if costs of all transfer channels were the same’. The DEED project has cooperated with the Kasovo Banking:
Association in order to develop the banking products and services in Kosovo in order o increase financial literacy of
remittance recipients and to increase savings, which could further be channeled to lucrative investment activities and that
way stimuiate economic growth in Kasovo®,

A study on the saving behaviour and investment potential of migrants found that the total pool of savings accumulated
abroad by migrants is as much as 5.59 times higher than the amount of remittances over the same period. This finding points
to the fact that remittances are only a small factor compared to the fuli potential that migrant and diaspora investment can
have on the economic development of Kosovo. There are many examples of successful diaspora investment in Kosovo,
especially through the privatization process; some exampies include the Stonecastte Winery, Trofta Company, and Kosovatex
textile company. In fact a Swiss funded study conducted in 2008 found that 25% of businesses surveyed in Kosava have been
started up with partial or complete funds generated from abroad.' in addition, the Central Bank of Kosove reported that
30% of Foreign Direct investment came in the form of joint ventures with members of the diaspora.’ This points to the fact
that members of diaspora not anly contribute their own wealth to their home economy but also stimulate investment from
their tolleagues, associates, and neighbours abroad. However, the potential of diaspora investment is far from fully
actualized. In an online survey of members of diaspora conducted as part of the DEED project 66% of respondents reported
that they had plans to establish business activities in Kosove. The barriers to realizing this fult potential are discussed below
in the ‘Challenges’ section.

As has been reaffirmed by governments from around the world in IOM’s Global Diaspara Ministerial Conference at which the
Kosovo Minister of Diaspora took part, diasporas’ contributions are not only financial but include skills mobility and social
remittances. Through DEED and previous lOM projects it has become clear that members of the Kosovo diaspora do have an
interest to return {permanent, temporary, or virtual) and contribute their skills to Kosova’s development. Through the
Migration and Development in the Western Balkans (MIDWEB] project 12 diaspora professionals were placed in Kosovo
institutions, induding with the Ministry of Diaspara, for 2 manth duty trips. However due to financiai constraints the project
could not fulfill the demand from both side having more diaspora applicants and institutional request than could be
supported. During the DEED project, the project management has made a particular effort to engage human resources from
the diaspora for the various research activities. Consultants from diaspora communities in Germany, Sweden and Finfand
have been contracted both of which have since found further engagement in Kosovo and continue contributing to their
hame communities. Other consultants had previcusly returned from the diaspora communities in the US and brought their
unigue experiences te the project,

fn order to create evidence-based policies and mechanisms to manage and benefit from these movements the government
needs to have accurate and comprehensive data. Furthermore, effective evidence-based policies are essential to Kasovo's
future in the European Union. Providing the necessary framework for ensuring sustainable rights-based return and
reintegration of returnees as foreseen by the readmissions agreements and Law on Readmissions approved by the Kosovo
Assembly, these policies are a required step for entering into visa liberalization dialogue with the EU. However, a dearth of
adequate data and a lack of capacity and coordination among the Kosove Institutions for elaborating evidence-hased policies
still remain, although the DEED project has produced data and built the capacities of national institutions to gather and

7 KRS 2012 (UNDP), p.52

# KRS 2012 (UNDP), p.56

? Kosovo Market Analysis: Maximising the Development-tmpact of Migration-related Financial Flows and Investment to Kosova. 1ASC,
2010, Available at www.iasci.info

1® piaspora as a driving force for development in Kosovo: Myth or Reality? SDC and Forum for Demacratic Initiatives. 2009

1t yavalli, Sokol and lazbec, Bostjan. Determinants of Migrant Investments: is there Room for Policy-Making?. 2011
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analyze data. New data about remittances is available due to the two Remittance Studies {2012 and 2013) that have been
produced by the DEED project. While in 2011 the first national census since independence was conducted, diaspora
members were excluded from the process, Therefore, with support from the DEED project, the Ministry of Diaspora has
developed a plan for creating a voluntary diaspora registry over the next few years. The Ministry plans to begin piloting
aspects. of the plan in 2013 and has asked DEED project to further assist technically in creation of the respective
questionnaire and database.
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3. CHALLENGES TO BE ADDRESSED
The key chailenges addressed by the DEED project during 2012-2014 were the following:

1, Thedevelopmental impact of remittances remains limited
2. The conditions for allowing migrants to safely and effectively invest in Kosovo are facking
3. Existing policies or services do not encourage migrants’ investments or return

The project has been able to contribute to these chailenges hy praviding accurate data about remittances and possible
investment mechanisms in order to increase the developmental impact of remittances. The project has also begun
prototyping of some models like advancing entrepreneurship amaong remittance-recipient households to encourage
migrants’ investments and to increase the developmental impact of remittances. As one of the main results of the DEED
project, due to significant financial and technical assistance given to the Ministry of Diaspora, the National Strategy for
Diéspora was finalized and approved by the Kosove Government in 2013. The strategy foresees policies and services that are
necessary in order for Kosovo to maintain close relations with its diaspora, and eventually also to encourage migrants’
investments and even return to Kosavo.

With reference to the achieved results of the DEED project, the key challenges have heen revised for the extension of the
project as the joint DEED programme based on the information gathered through the implementation of the project
activities. Also the recommendations and data provided by the KRS 2012 and 2013 have been taken into account when
formuiating the key problems and proposed activities of the intervention.

The new challenges for the proposed programme are as follows:

1. While new policies to encourage migrants’ investments or return have been created, central and ocal institutions
continue to face limited resources for their implementation

2. The conditions for allowing migrants to safely and effectively invest in Kosovo are inadequate

3. The potential of the Kosovar diaspora as a driver of development is not fully realized

Each of these challenges is further elaborated below:

CHALLENGE 1. WHILE NEW POLICIES TO ENCOURAGE MIGRANTS' INVESTMENTS OR RETURN HAVE BEEN CREATED,

CENTRAL AND LOCAL INSTITUTIONS CONTINUE TO FACE LIMITED RESOURCES FOR THEIR IMPLEMENTATION

Through focus group meetings and surveys conducted during the first phase of the DEED project members of the Kesovar
diaspora have expressed their concern about the poor investment and economic climate that currently exists in Kosovo,
They complain about corruption and red tape and ask for business-friendly pelicies that will support their investments. In
addition to that, the generai trust Jevel in government is low, and migrants fael that much is expected of them to heip
develop Kosove, while very little is done to actually facilitate that process.

In response, with the support of the DEED project, the Ministry of Diaspora has developed the National Strategy on Diaspoera
which was approved by the Kosovo government in August 2013, and whose Action Plan foresees several actions how the
government institutions can support the diaspora abroad. Further, government also recently approved a new Law on Foreign
Investments which the Ministry of Trade and Industry has revised to include all members of diaspora, whether having foreign
citizenship or not, and thus providing institution protection to their investments. However, these new policies need further
afforts to ensure their effectiveness. Being the first diaspora strategy for Kosovo, the institutional mechanisms for
monitoring and implementation are stilt notin place at the central or local level. While the new Law on Foreign Investments
promises protection, measures ta provide fiscal and financiat incentives are still lacking. In addition to these examples, the

9
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existing employment and self-employment measures and education mechanisms need to be expanded to target also the
diaspora and potential migrant population. In order to encourage and systematize investment behavior of the diaspora,
relations between the diaspora members themselves as well as between the diaspora and Kosovo people and institutions
need strengthening and institutionalizing.

CHALLENGE 2, THE CONDITIONS FOR ALLOWING MIGRANTS TO SAFELY AND EFFECTIVELY INVEST IN KOSOVO ARE

INADEQUATE

An important element in the effort of enabling the migrants’ and returnees’ saving and investment in Kosovo is a viable
husiness enviranment. Examples in other countries show that investments from the migrants or remittanices have proven to
fuel the economy if supported by business-friendly environment and flexible financial sector’’, Three main barriers that are
usually mentioned by businesses in Kosovo are unreliable electricity and water supply, insufficient rule of taw, and limited

. 1
access to finance 3

when taiking to potential investors among the Kosovar diaspora, the DEED praject discovered that the main obstacles for
them to invest in Kosovo were issues related to corruption, bureaucracy, fack of reliable information, and other aspects of
the business environment such as access to financing and lack of infrastructure. White the first is an ongoing struggle for the
Government of Kosovo, many reforms have taken place to ‘cut the red tape’ including decentralizing the business
registration process and combining the issuance of both business and fiscal identification numbers. These have brought
down the time for registration to a number of days from a number of weeks. Activities undertaken through the DEED project
have contributed to alteviating several of the other barriers as well. Through supporting the Ministry of Diaspora to facilitate
the formation of diaspora business networks in the region and further abroad, the project has helped create conduits for the
dissemination of information. Furthermore, in cooperation with the Ministry of Trade and Industry, specifically tPAK, the
project is developing a promoticnal video with successful diaspora investors telling their story in order to give potential
investors in diaspora a more accurate picture of the current situation.

Those Kasovar migrants who wish to return and invast in Kosovo, regardiess of their length of stay abroad, want to ensure
favourable tiving conditions upon their possible return by contributing to their families’ quality of life, and also supporting
tocal and regional devefopment. Yet despite these goals, migrants still face common barriers in the financial sector that
hinder the achievement of their migration-related goals. Interest ratas are on 3 very high level in Kasovo, climbing up to 25%,
and even s0, banks in Kosovo are reluctant to grant loans due to risk averseness. Interest rates reflect the high cost of capital
and perceived high levels of risk in Kosovo, resuiting from poor quatity of business plans, the risk of confiscation of coltaterals
due to weak enforceability of contracts and the lack of cadastral documentation. Banks depend primarily on deposits and
toans and offer for investment only a few products and services that could potentially diversify their revenue base and aliow
some more competitive lending. Related to this jatter point, one finding from the DEED project is that the potential investors
in diaspora have differing interests and intentions. Some would like to invest through expansion or establishment of business
activities in Kosovo while others prefer to invest capital in existing businesses withaut the burden of personal involvement or
physical return. However, the lack of a stock exchange in Kosovo coupled with the paucity of financial service previously
mentioned serve to discourage the fatter form of investment.

12 \world Bank Country Economic Memaorandum 2010
13 EC progress report 2011

10




DEED loint Programme Document

CHALLENGE 3. THE POTENTIAL OF THE KOSOVAR DIASPORA AS A DRIVER OF ECONOMIC AND SOCIAL DEVELOPMENT IS

NOT FULLY REALIZED

Remittances transferred to Kosovo, while having some positive effect on immediate poverty reduction, have not fully
realized their potential impact on the economic and social development of Kosovo. Part of this challenge is due to how
remittances are transferred and how they are used. A large share of remittances remains to be transferred via informal
channels {42.8%), perhaps also because of 25.3% of remittance recipients den’t have a bank account™, Second, the potential
multiplier effect of employment creation has not been realised due to the fact that most of the remittances received in
Kosovo are used for consumption, often of imported goods, instead of investments.

The financiat sector of any country plays an important rote in mobilising savings, creating access to credit and contributing to
development. In Kosovo, the financiat sector offers a limited range of products to clients, and a concentration of commaercial
banking tends to keep fees high. To the disadvantage of local companies and enterprises, interest rates are higher than in
neighbouring countries. Ta the impediment of households, high bank fees prevent the use of daily banking services such as
bank transfers or the use of savings accounts, while maintaining the informality of financial transactions. Lack of
employment and regular income of remittance recipients is discouraging them to use the expensive banking services. On the
other hand there is a lack of investment services available for migrants sending remittances, Based on studies conducted by
the DEED project specific preducts and services to increase the development impact of remittances in Kosovo have been
identified and recommended for the banks, however the relevant institutions require more data and also building of
capacities in order to start offering the services.

" KRS 2012, p.51-53

11
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3. STRATEGIC APPROACH OF THE PROGRAMME

The overall objective of the programme is to enhance the contribution of diaspora to poverty reduction in the short-term
and to sustainable, gender equitable local economic development in the long-run through facilitating and encouraging
investment and saving behaviour among migrants and remittance-receiving households.

The expected programme result of DEED is that the Kosovo diaspora is empowered to play a greater role as development
actors in their communities of origin in order to have a positive impact on their local economy and the livelihood of their
residence.

The UNDP Kosovo Programme Action Paper15 defines as one of its priorities the fostering of an enabling environment for
inclusive economic growth. Women entrepreneurship and the usage of remittances as an instrument of investment are
mentioned as support mechanisms in order to promote inclusive growth. The DEED programme contributes to the first
autcome of the UNDP Kosovo Programme Action Plan {2011—2015)15, by further developing investment modalities for
remittances, by introducing banking preducts for transfer of remittances, by advancing entrepreneurship and employmaent
opportunities among the remittance receiving households, and by facilitating trade initiatives between Kosovo and its
diaspora.

The DEED project during 2012-2014 was implemented jointly by UNDP and IOM, and used an applied pass-through modality
in management of funds, with the responsibility of financial and narrative progress reporting being mainly the responsibility
of UNDP as the Administrative Agent. By creating a joint programme the UNKT aims to upgrade the DEED project into a
multi-partner intervention, with the multi-donar trust fund to manage the funds separately with each implementing partner.
This modatity will make it easier for additional partaers to join the intervention at later stages, and also the responsibility of
financial and progress reporting will be divided equally between all partners — with the Administrative Agent having the
coordinating role,

The other relevant stakeholders, however not directly involved in this joint programme include the MT1 and IPAK, MESW, EC,
USAID, GIZ, SDC and other interventions active in the areas of diaspora engagement in socio-econemic development of
Kosavo. The MTI and (PAK are central authorities in Kosovo as it comes to foreign investments to Kosovo and international
trade activities, as well as entrepreneurship in Kosovo, The MLSW is the main authority in the area of employment activities,
and provides services also for returnees {incl. former migrants}. The EC is funding and coordinating projects in Kosovo
related to economic development, as well as USAID and GIZ. The SDC was funding a Diaspora for Development project until
summer 2013, and they plan to continue interventions related to diaspora in the near future. DEED will coordinate its
activities and aims to cooperate closely with these possible external partners.

in the short term, remittances are seen to eradicate poverty effectively. Studies have shown that remittances are a major
mechanism for reducing poverty in Kosovo by natably raising the income levels of the poorest households. According to the
Kosovo Remittance Study 2010, remittance-receiving households report lower average monthly incomes, higher
unemployment rate, as well as lower educational attainment. In addition to that, househoids in rural areas as well as
househafds headed by women are more likely to receive remittances compared to households that reside in urban areas of
that are headed by men. Remittances thus alleviate poverty especially of the most vtilnerable households, targeting
especially the most vulnerable households residing in areas with less access fo health and education services.

13

KPAP p.8
18 by 2015, "vulnerable women and men {returnees, IDP, minarity groups, PWD, youth) have mare economic and livelihood
oppartunities, and benefit from better public and social services”, KPAP
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Moreover, remittances not only contribute ta the wellbeing of Kosovar households and the livelthoods of men and women,
but they afso have a larger impact on the Kosovo economy. In 2012, the contribution of remittances to the GDP of Kasove
was 9,3%", Kasovo has a small open economy driven mainly by consumption growth and high public investment. Kosovo has
the lowest level of domestic production and the highest rate of unemployment of ali the countries in the Balkans, and due to
limited productive capacities, Kosovo cantinues to import significant amounts of goods and services. in 2009, the value of
exported goods caverad only 8.5% of the value of imported goods. Thus, Kasovo’s economy faces a trade deficit at the value
of 46% of its GDP. f it were not for external injections of cash such as remittances, Kosovo would be constrained to import
goods and services only at the level that its domestic economy could afford. Considering the low base of exports and
refatively low income from investment, the inflow of remittances cantributes to the improvement of the current account
balance (which, excluding government transfers amounted to 27 percent of GDP in 2009).

Kosovo's economy faces many structural constraints which frame the present socio-economic conditions. According to the
tatest Labour Force Survey, unemployment rate remains high at 30.9% in 2012, although it has come down from 2009
{45.5%). Additionally, low participation of women and youth within the labour force raises concerns over the marginalisation
of many working-age Kosovars due to structural deficiencies within the labour market. Under the conditions of low domestic
production and high unemployment, financial assistance to Kosovar families from abroad is of major importance to Kasovo’s
development prospects because it alleviates the difficuitles Kosovo will face until it manages to achieve sufficient and
sustainable econemic growth.

While this project welcomes the significant contribution of remittances to the economy of Kosovo and especially to the
suppart of less prosperous households, it addresses the need to shift away from a track where Kosovo economy becomes
dependent on remittances in the long term. To leverage Kosovo’s long migration history to create sustainable economic
development, the diaspora must he engaged as full development actors. This means enabling and facilitating the investment
of wealth accrued abroad into projects and enterprises that have a direct multiplier effect in the Kosovo economy. As
mentioned previously Kosovo migrants save up to 5.5 times as much money abroad as that which they remit, so the
potentiat impact of migrants’ savings on the Kosovo econamy is great. Even though for all the reasons previously mentioned
the full potential of this money has not been realised, 25% of businesses surveyed in Kosova reported having been started
up with partial or complete funds generated fraom ahroad"® {either from their own work, work of their family members or
both}.

Migrants and diaspora not only have monetary wealth to contribute to Kosovo but also a wealth of knowledge and
experience in operating at different levels within complex developed economies. Around 63% of the Kosovar diaspora
emigrated because of their financial situation and 46.4% of those planning to emigrate report that it is refated to work,”
thus ensuring viable economic opportunities is the only way to encourage a voluntary return in dignity for members of the
diaspora and to mitigate the effects of brain grain, Through the establishment of mechanisms assisting migrants, diaspora,
and their families to establish income generating activities, the programme will indirectly contribute to creating the
necessary conditions for their possible return and participation in the Kosovo economy. The proximity of the largest
diaspora communities, in Germany, Austria, and Switzerland, to Kosovo facilitates the management of transnational
enterprises, meaning diaspora entrepreneurs do not need to give up their well-established lives in their countries of
migration to contribute their wealth to the economy. By stimulating the economy and generating emplayment for residents
rather than just smoothing consumption, this kind of engagement breaks the cycle of remittance dependency creating local
opportunities and a conducive envirenment for voluntary return of skilled Kosovars. Further, while it is expected that with

7 study on Remittance in Kosova 2013
18reorum for Democratic Initiatives. Diaspora as @ driving force for development in Kosovo: Myt or Reafity?. 2009

100, Labour Migration Patterns, Policles and Migration Propensity in the Western Balkans.2009
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time remittances decline in refation to the level of integration of the diaspora, transnational commercial activities have the
potential te increase as more estahlished members of the diaspora have more disposable income for such investment.

LESSONS LEARNT

The cooperation established with the Ministry of Diaspora and the IPAK during the DEED project support the achievement of
results. One lesson learned during the DEED project has been that the capacities of the MoD to effectively implement the
Diaspora Strategy require regular, intensive assistance, and the DEED project staff has managed to earn the trust of the MoD
by providing them with the necessary additional human capacity and technical suppott. The establishment of close
connections alsa in the form of official networks has proven to be crucial for the implemented activities to be sustainable,
and in order to achieve a change in attitudes and behavior of the stakehalders, namely diaspora.

While implementing the activities the programme can contract skilled professionals or recently graduated young talents
from the Kosovar diaspora who wish to work short assignments in Kosovo — a practice that has been successful during the
DEED project 2012-2014. These individuals benefit the project by bringing their personai expertise from diaspora in addition
to their specific professional skills, and at the same time they can become a positive axample for their felow diaspora
members abroad about how it is possible to work and live in Kosovo. Their added value is also the fact that they channel
realistic information to diaspora about current living conditions and regutatory framework in Kosovo, and to their family
members and relatives in Kosovo they transfer the skills and values they have adopted while fiving abroad.

Based on previous experiences, innovative methods in the design and implementation of activities will be used as much as
possible to reach the multiple relevant stakeholders. DEED has already consutted the experts in the UNDP Bratislava Regicnal
Centre Knowledge and innovation Team, and DEED has ot of potential to reach out better to its beneficiaries by introducing
usey innovation techniques {especiaily in activities on entrepreneurship, trade development and investment models), and by
using more of the new {social) media when reporting about the progress. DEED is already reporting regularly via the Really
Simple Reporting™ blogsite, a new reporting channel introduced in UNDP during 2012, DEED will also look into the possibility
of using innovative applications of mabile technology in advancing its objectives, like the diaspora registry and investment
models. The Finnish expertise in mobile and high technology will be used as much as possibte in order to add Finnish vaiue to
the project.

PROPOSED PROGRAMME QUTPUTS

Qutput 1. Strengthened capacities of Kosovo authorities to implement the National Strategy for Diaspora 2013-
2018

Under the .Law on Diaspora and Migrants passed in 2012 and the National Strategy on Diaspora 2013-2018, the MaD is
obliged to develop a registry of the Kosovo diaspora. During the initial phase of the DEED project, assistance was provided to
the MoD at all stages of the development of the Strategy and DEED assisted specifically in drafting of the concept document
for the development of the diaspora registry. Both the Strategy and the concept document have been approved by the
government, and the government has fareseen over 2 million EUR to be needed for the implementation of the latter. The
registry will have a vital role in providing disaggregated demographic data on the Kosovar diaspora for the creation of public
policies that will facilitate further their engagement in the socio-economic development of Xosovo. The register will also
allow for more efficient communication between the Kosove authorities and members of diaspora, both women and men,
which will address another barrier often mentioned by members of the diaspora: the lack of reliable and accurate
information. The Strategy and the Action Plan are crucial elements for stimulating members of the Kosovar diaspora to

2 hitp://undp.akvoapp.osg/en/project/895/
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contribute to their communities of origin since members of the diaspora reported during the initial phase of the DEED
project that a tack of trust in Kesovo institutions was one of the main barriers for them to invest in Kosovo. Some of the
activities foreseen in the Action Plan have already been initiated such as the opening of Cultural Centres abroad and
supporting the establishment of diaspora business networks, however, these documents are both quite ambitious in scope
and will require support in order to ensure that they do not remain targely words on a page. The Strategy is inter-ministerial
and multi-sectorial, prescribing actions in coordination with various institutions such as the Ministry of Education, Science,
and Techhology and the Kosovo emhbassies and consuiates abroad as well as diaspora associations existing and to be
established. For example, the MoD will support the national diaspora business networks in the primary countries of
destination to facilitate communication with potential investors and eventually inviting them to a global congress of diaspora
businesses. Although exact numbers of diaspora in different destination countries are still lacking, the KRS 2013 respondents
reside mainly in the following countries: Germany, switzerland, Italy, Stovenia, Austria, and USA, and Sweden. During the
first phase of DEED diaspora business networks have been established in Germany, Switzerland and Austria. Therefore
targeting diaspora communities in higher income countries, the MoD is now planning on facilitating the establishment of
networks in USA and the Nordic countries. tn particutar through focus group meeting with diaspora in Sweden and finkand
organized by DEED, it was found that many of the Kosovar diaspora members living in the Nordic countries are actively
involved in business or politics and the project wilt actively support the establishment af the business network in the Nordic
countries, with the purpose of strengthening the sociat and aconomic ties between Kosovo and the diaspora residing in
Finland, Sweden, Denmark, and Norway. Especially diaspora women active in business will be encouraged to form networks
and contribute more actively to the economic development of Kasovo, not the Jeast in the form of providing their skills and
expertise to be shared with women active in business in Kosovo. An important dimension of strengthening the ties between
Kosovar diaspora and Xosovo is to encourage brain-gain to Kosove. One of the mast crucial institutional structures that need
to be developed in this regard is a body for overseeing the implementation of both the Strategy and Action Plan. A new
ministry with a new strategy as yet lacks the internal structures 10 gather information from the various actors within the
Ministry and outside which will be responsible for various activities.

Activity result 1: Staff of relevant Kosovo authorities, especially Ministry of Diaspora and the Kosovo Agency of Statistics,
have the skills and knowledge to produce and manage information related to migration and development, including
gender disaggregated data

Activity result 2: Staff of relevant Kosovo institutions have the skills and knowledge required to implement the National
Strotegy for Diaspora 2013-2018

Activity result 3: Diaspora business networks, targeting especially women entrepreneurs ond women in business, created
and functioning in the main migration destination countries

Activity result 4: Municipal Diaspora Ligison Officer have skills and knowledge to perform their tasks in an efficient and
effective manner

Activity resuit 5: A menitoring and evaluation system created in the Ministry of Diaspora in order to provide sustainable
support for local authorities in implementation of the diaspora strategy

Output 2. Relevant stakeholders have increased capacities to facilitate migrants’ investments in Kosovo

This output will be achieved by building on the results of the feasibility studies and piloting of models identified during the
DEED project. The three models identified are a private investment fund, municipal bonds and further development of
economic zones to attract investments from the Kosovar diaspora. After thorough risk analysis and creation of a detailed
action pian, the models are being put in practice in coordination with the actors fram the financial sector and the relevant
public institutions at the local and central jevel. it is foreseen that the three models will be piloted beginning in the end of
2013 and into the first quarter of 2014, However, these models are complex initiatives involving many and varied
stakeholders, and adequate time is required for the models to be fully operational. As Kosovo business sectar mainly consists

of small and medium size enterprises, the models itseff prior to establishment require a detailed study of the deal flow with
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mature enferprises o review transactions that for instance the private equity fund can seek for investment. Investments by
the Fund would have to be done in phases over few years as each one would take time to find, negotiate and conclude.
However, in principle, the Diaspora Private Investment Fund will have to seek investment in the higher end of these of
mature enterprises with large cash flows.

in addition, taking into account all the research findings derived from the multiple research activities as part of the study for
the investment model on Economic Zones, a number of recommendations related to attracting diaspora investors by
offering to them investment opportunities on economic 20nes, including related PPP aspects are recommended and
respective actions-to be taken by DEED, in the next months and years, have been also identified.

As a follow-up action resulting from the law on economic zones that was approved recently, it is recommended that the
Nationat Plan on Economic Zones is drafted and approved with priority, This initiative, undertaken by MTi/SMESA may be
achieved in cooperation with AKM and other relevant stakeholders {BSOs, experts, and NGOs, and international
development organizations}. international best practices and expertise should be pursued in the process of drafting the
strategy, which the DEED pregramme can offer in the short and tong run. A few objectives of the strategy can be: daveloping
a document that foresees development of economic zones in Kesovo for the next 20 years; identifying tocation specific
needs and developing economic zones that enable industrialization and competitiveness; drafting a national strategy to
promote those zones 10 potential investors {domaestic, international, and diaspora).

In the context of issuing municipal bonds, this investment alternative is perceived to be a good capital generating alternative
for the municipalities. Nevertheless, members of the diaspera, consider investing in municipal bonds as a not the most
preferred investment option hecause of lack of knowledge and experience by the Kosovo municipalities in issuing bonds;
high level of perceived investment risk and uncertainty; tack of relevant secondary legisiation in place; and the overall poor
investment climate in Kosovo. Also small municipalities do not have the capacity to engage in issuing bonds due to high fong
term costs, lack of expertise, as well as limited borrowing capacity.

Furthermore, if municipalities plan to issue local level honds, than they have to develop the relevant secandary legistation,
which is necessary to regulate this economic activity. The local government investing in building professional staff capacities
to deal with such undertakings is only one major area where DEED programme will become instrumentat in. The DEED
programme wilt help Municipalities on their path to overcoming above mentioned challenges, in close cooperation with
central government by initiating a possible strategy in the central jevel context.

Finaily, as the focus group studies conducted during the first phase of the DEED have shown, members of the Kosovo
diaspora, regardless of gender, tend to trust mostly word of mouth information from other businesspeople. This means that
it will also take time for the potential users for the diaspora to become familiar with and spread the word about the services
the madels offer. Taking this into censideration, adequate time should be allacated for the consolidation of the models and a
thorough assessment of the pileted models should only be done after at least one year of fuil implementation, as has been
recommended also in the studies produced during the first phase of DEED,

Activity result 1: Completion of Piloting of the selected Muadels/Instruments for investments
Activity resuit 2: Relevant stakeholders have the requisite duta and support to successfully establish the fnvestment fund

targeting the Kesovar diaspora
Activity result 3: Relevant stakehalders have the requisite data and support to successfully establish and develop Econamic

zones targeting the Kosovar diaspora

Output 3. Strengthened capacities of remittance recipients, diaspora business networks and Kosovar
authorities to increase the positive impact of migration on the socio-econemic environment of Kosovo
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This output will be achieved by strengthening the skills and capacities of the lower income rermittance-receiving households
to manage and administer small businesses in order to have a sustainable source of income with the additional help of
regular or occasional remittances. The Study on Remittances in Kosovo 2013 points out that within the three lowest income
categories the households that receive remittances are less than those households that do not receive remittances’’. This
data can be interpreted to show that remittances help to keep households out of poverty. For the sake of sustainability and
also stability of the communities in Kosovo, it is crucial that the effect of remittances would be channeled to benefit the
overall economic development and better livelihoods in Kosovo. The project approach to make this kind of inclusive growth
happen is to support the remittance recipient families to use remittances as seed money for investments, so that they can
provide employment for those households within their community that do not receive remitiances. The project will engage
the banking sector and other financial service providers to offer products that will facilitate the transfer of remittances, e.g.
by reducing the transfer costs, when channefling the remittances to investments to small businesses. Successful smail or
microenterprises from different parts of Kesovo will be used as mentars for the start-ups, thus creating a practical network
of remittance receiving small enterprises. The exact design of this activity wiil build on the lessons captured during the
cooperation activity with RDAs East and West {first phase of DEED). Because of the prototyping character of this cooperation
activity, monitoring and evaluation of the activity has been paid special attention to, and a careful analysis of the results of
the prototyping wili serve in further detailed development of this activity in phase two of DEED. Positive gender
discrimination, i.e. providing support especially for business-oriented women, will be emphasized especially when choosing
the beneficiaries of this activity. DEED will also use the experience of the UNDP Area-Based Development project when
designing the implementation of the activities on entrepreneurship.

By incentivizing migrants to transfer remittances through formal channels, these households will have an increased access to
financial services, which will support the savings behaviour of remittance-receiving households. Regular income and savings
wili make it possible for the low income remittance receiving households to use financial services, and a successful
micraenterprise will make possible for them to get credit from regular financial institutions for further investments.

Sustainability of the initiative will be ensured by using a model of co-financing in creation of the small businesses. The
remittance-senders will be kept motivated by channelling a smali percentage of profit for their initial investment, and the
remittance receiving households will be required to invest a small percentage in the creation of the small business. This
dimension of the activity can however be further developed only after having recorded the experiences from the RDA
cooperation activity, which is ongoing while this document is being written. Having in mind that not every remittance
recipient is willing to become an entrepreneur, the activity will also target SMEs with strong potential to offer employment
in case of receiving investments from diaspora. The activity foresees a wider multiplier effect through employment of non-
remittance receiving community members within support businesses, thus increasing the impact on poverty reduction in
these communities.

To ensure the sustainability of these initiatives, activities will be coordinated with the Ministry of Diaspora {MoD), the
Ministry of Agriculture and the Ministry of Ecanomic Development. The MoD will be encouraged to continue working with
the relevant financial institutions in Kosovo to advance their responsiveness to the needs of remittance senders and
receivers. In turn the MoD and other relevant institutions can assist in reaching out to potential clients thus creating a win-
win situation for all stakeholders. For example, the counsellors at the Migration Service Centres throughout Kosovo can be
trained to assist remittance receiving househoids to identifying and maximising the potential benefit of the innovative
preducts developed by the private sector.

2 k]S 2013, p.30 {Figure 3.4}
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The private sector must be the driving force for sustainable growth in Kosovo. Currently, over 98% of registered businesses
are micro-enterprises with limited export capacity and thus the trade imbalance remains high, with imports accounting for
50% of the GDP. As was demonstrated in the Kosovo Remittance Study 2012, remittances have fueited this consumption
driven economy as over 60% are used for consumption while remittance receivers atso reparted a slightly higher minimum
reservation wage than non-recipients. To break this cycle not only is further investment needed to increase the private
sector but also markets for the products are needed to make such investments profitable and ensure the sustainability of the
enterprises. The Kasovar diaspora is a foreign market which could be targeted by local producers. Members of the diaspora
can be consumers of focal products, both as individuals as well as through the businesses they own or manage. Furthermore,
as has been the case in United States with Central American migrants, Diaspora members not only are consumers
themselves but can help products from their countries of origin to gain access ta mainstream markets in the |ong run. In the
example mentioned above this effect was such that in 2007 ‘salsa’ outsold the American standard of ketchup, $462.3 million
to $298.9 million. This means that the diaspora not only opens a market of around 800.000 Kosovars living abroad but
beyond that also to the several million residents of countries in which they live. Therefore, the promotion of local products
to the Kosovar diaspora has both a short-term and long-tertn impact an the growth of the private sector in Kosovo. For this
reason, the Ministry of Agriculture, Forestry and Rurat Development (MAFRD) has heen promoting Jocal products within the
Kosova market but is also eager to expand this promotion to the members of the diaspora, while IPAK has been linking
Kosovar businesses with foreign investors and business abroad. During its first phase DEED has also assisted the MoD
department for investments in creating important networks between diaspora businesses and Kasovo, such as the Kosovo
Diaspora Businesswomen Network. Through leveraging modern technology and also traditionat business matching practices
the project will assist in coordinating the efforts of MAFRD, IPAK, as well as the MoD to outreach to both individuals and
business in the diaspora to promote local Kosavar products abroad.

Going beyond only financial transactions, skill and brain drain from developing countries has been flagged as a
developmental challenge for decades, but the problem persists and increases in scope. Most industrial countries helong to
"aging advanced” economies, with the £U-27's old age dependency ratio will more than doubie to 38.33 % hy 2030, from
25.9 % in 2010 (Eurostat). In Kosovo, the challenge is particularly acute: labor markets significantly lag behind in creating
attractive jobs, as a result of which workers of all skill levels, and particularly the highly-skilled, depart for the EU and other
western countries. The increasing integration with the U further may well exacerbate the draining of productive human
resources from Kosove. Unless the can design innovative ways to “circulate”, “return” or effectively utilize the skills which of
those Kosovars abroad, the economies will continue to stagnate. The diaspara must play an important rele and, as part of
the National Strategy on Diaspora, the government has committed to engaging with them to this end. Using expertise
gathered from similar projects from around the globe, the project will assist the government in creating a sustainable

scheme for this purpose.

Activity result 1: Kosovar producers have established links with diaspora businesses abroad allowing {ocal Kosovar
products to be available in the primary diaspora communities.

Activity result 2: Mechanisms in place to sustainably improve the livelihoods of remittance receiving communities.

Activity resuft 3: An effective approach to encourage knowledge transfer from digspora to beneficiaries within Kosovo
institutionalized with project support

GENDER MAINSTREAMING WITHIN THE PROGRAMME

The proposed activities will target especially women, as they are according to several studies in a weaker economic position
than men, with the remittance-receiving households being no exception. According to KRS 2012%? anly 29.4% of women from
remittance recipient households are employed, whereas the corresponding figure for men is 69.9%. As migrant women

2 KRS 2012, .44
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report to save a higher share of their total income (20%) than men (17.4%)*, the project aims to target especially women as
potential investors for businesses in Kosovo. Women in diaspora are also more often employed than women living in Kosovo,
and thus strengthening the women’s networks between diaspora and Kosovo is expected to advance female employment in
Kosovo by providing encouraging examples of economically independent women. Successful women from diaspora will also
be asked to mentor the female start-up entrepreneurs in Kosovo in order to provide them the best possible peer support.
The challenge in addressing gender mainstreaming with some of the activities of DEED lie within the fact that the ratio of
women being nominated to middle management, senior management or even specialist positions is significantly lower than
that of men. Having this in mind it has proven quite difficult to aim for gender balance when implementing activities that
target especially businesspeople, municipal diaspora liaison officers, or staff of government institutions like the Ministry of
Diaspora or IPAK. It is quite limited how much DEED can influence the gender balance of these beneficiaries who should
primarily be chosen based on their substantive knowledge, position in the organization and relevant experience or skills or
potential — and who must be chosen by the respective stakeholder organizations, in the end. Another challenge for
improving gender balance in DEED activities is that according to different studies (Labour Force Survey, Remittance Study)
women seem to be less motivated to advance their careers or be highly active economically or establish businesses. This
might be because of traditionally there have been less opportunities for women than men in the Kosovar society for
economic activities, but another reason may also be that women in Kosovo value higher other aspects of life than career and
business. However, DEED will try its best to advance gender mainstreaming within its activities, having in mind these
challenges and external limitations.

HUMAN RIGHTS

Acknowledging the huge diversity of migratory experiences, the project takes a rights-based approach by increasing the
opportunities and capacities of migrants, diaspora, and their families to participate in the economic life of their communities
of origin and/or residence. Firstly, by contributing to the eradication of poverty among rural communities and vulnerable
groups, the project aids in the effective enjoyment of these populations of their right to an adequate standard of living as
laid out in article 11 of the International Covenant on Economic, Social, and Cultural Rights (ICESCR) which Finland ratified on
19th of August of 1975. Article 6 of the same also describes the right of persons to gain their living from freely chosen work,
which is supported by the project’s facilitation of investment in income generating activities. Furthermore, by creating the
conditions for a return in dignity for migrants that were forced to leave their home due to economic hardship the project
also supports article 12 of the International Covenant on Civil and Political Rights (ICCPR), ratified by Finland at the same
time as the ICESCR. On the other hand, while there is debate over the kinds of rights that should be afforded ethnic
immigrants as opposed to national minorities, diaspora communities can be considered ethnic minorities in their country of
migration to be protected under articles 26 and 27 of the ICCPR. By supporting the Kosovar diaspora to reach their savings
and investment goals while strengthening their links to their communities of origin the project also strengthens its members’
ability to enjoy these rights. In the same fashion, these actions support the protections laid out in the International
Convention on the Elimination of All Forms of Racial Discrimination (CERD) which Finland ratified on the 14th of July of 1970.
This rights-based approach to migration and development centres on the needs and interest of migrants and their families in
the while seeking to achieve win-win arrangements between countries of origin and migration.

CAPACITY GAPS OF STAKEHOLDERS

Cooperation with the MoD during the DEED project has shown that the Ministry of Diaspora needs additional support in
order to become fully capable to perform its role as the key coordinator of all diaspora related activities that the Kosovo
government has and plans to have in the future. The National Strategy on Diaspora 2013-2018 covers many different areas
of the society and a lot of coordination between different line ministries (like Ministry of Education, Ministry of Trade and
Industries, Ministry of Economic Development, Ministry of Labour and Social Welfare) is needed in order to implement the

2 KRS 2012, p.53
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action plan of the strategy in a successful way. The MoD is still lacking human and financial resources, and since it is a new
ministry, also substantive experience and kaow-how.

On the focal level the newly nominated Municipat Diaspora Liaison Officers often have also other duties in addition to their
rale as key officials in the municipality in relation to diaspora. This results in natural lack of human capacity, and sometimes
also lack of professional skills, as some-of the topics related to diaspora are new to the MDLOs, and diaspora issues are often

cross-cutting.

SUSTAINABILITY OF RESULTS

After 5 years of existence and 2-3 years of intensive capacity building by the DEED programme the Ministry of Diaspora is
expected to be fully functional, having stabilized its position and capable of performing its role as the key coordinatar of
diaspora issues in Kosovo. The activities of the DEED programme are based on careful analysis of the evidence and research
data gathered throughout the years of implementation, and alf the activities have been negotiated with the key stakeholders
like the MoD, MDLOs, the diaspora representatives, XBA, the business community in Kosovo and potential investars abroad.
Therefore it is reasonable to expect that once the mechanisms for investments have been established, they will continue to
run based on the investments coming to Kosovo from abroad. As co-funding of diaspora and joint implementation and co-
funding with different partnering organizations forms the basis in majority of the activities, it is more likely for the results of
these activities to be sustainable, Activities proposed for the programme have also either been tested somewhere else in the
world, or specifically asked for by the main stakeholders of the programme in order to make sure the sustainabiiity of the
results. Ownership of the results is also guaranteed during the whole programme implementation by very closely
cooperating with the stakeholders, and with the impiementing UN organizations/agencies taking mainly an assisting role
while giving the ownership for the beneficiaries and local partners from the very beginning.
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DEED Joint Programme Document

5. MANAGEMENT AND COORDINATION ARRANGEMENTS

Overall program oversight will be provided by the Programme Board, comprising of:
o Representatives of the relevant line ministries ( Ministry of Diaspora, Ministry of Trade and Industries)
e The Donor(s)
e The Implementing Agencies

The role of the Board is to approve:
- Approve the strategic direction for implementation of the Joint Programme;

- Approve the arrangements for management and coordination;

- Endorse the annual work plans and budgets and decide on fund allocations, as well as make any necessary
adjustments to attain anticipated outcomes;

- Review the annual Joint Programme Report and provide strategic comments and communicate this to participating
Organizations;

- Suggest corrective action to emerging strategic and implementation problems;

- Create synergies and seek agreement on similar programmes from other donors; and

- Approve the communication and public information plans prepared by the Programme Management Committee.

The Board will meet semi-annually; one meeting will be focussing on the approval of the work plans, resource allocations
and annual reports; and the other to monitor implementation progress. Other relevant stakeholders can be invited to
participate as observers.

Each Participating Organisation will be responsible for specific programme outputs and activities agreed upon in the annual
work plans under the joint implementation modality.

The implementation of the Joint Programme activities/outputs will be the responsibility of the Participating Organisations
and will be carried out by each Participating Organisation in accordance with their respective regulations, rules, directives
and procedures applicable.

The UNDP activities of the joint programme will be implemented by a Project Manager, who is responsible for the effective
and efficient operational management of all program activities and resources (human, financial, physical/material assets,
etc) in order to meet expected the respective results. The Project Manager will be supported by the project team and by the
Administrative Assistant who will provide support to the effective and efficient functioning of the Joint Program at central
and local level; provide administrative, procurement and logistical services; and maintenance and assets management and
by the UNDP Kosovo Operations. Quality assurance and implementation responsibilities will be separated within UNDP:
quality assurance and internal monitoring of the project implementation will be performed by the UNDP Programme Analyst
in charge with the project, while the practical project implementation responsibility will be with the UNDP Project Manager.

The IOM project activities will be implemented by a Project Manager, who is responsible for the effective and efficient
operational management of all program activities and resources (human, financial, physical / material assets, etc) in order to
meet expected respective results. The Project Manager will be supported by a project team and by IOM Kosovo support staff
including administrative, finance, and logistical staff.

In order to ensure effective coordination and smooth implementation of joint activities, the above project staff will jointly
develop the annual workplan delineating the division of responsibilities and tasks between implementing agencies.

A task force, whose main task will be to provide support to the Ministry of Diaspora, identify capacity building needs of the
Ministry of Diaspora and ensure coordination between the Ministry of Diaspora and other stakeholders, will consist of
members of UNDP, IOM, Ministry of Diaspora and other members if needed. The task force will meet at least twice a month,
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Organisation structure of the project is presented in Figure 3.

Programme
Board
1
1 1
Project ftanager Project Manager
{UNDP) {lom)
Project assurance; Project support Project support
{UNDP inclusive = [UNDP -1 (IOM support
Growth Team) operations) staff}
_Project accociatg
{tINDP}
Administrative .
» Assistant Project team

{IoM)

(UNDP)

Regarding donor coordination, the DEED team has been in communication with the Swiss Cooperation Office in Kosovo
which is the other primary donor working on diaspora issues in order to deepen coordination and cooperation. Currently,
negotiations are ongoing for a potential contribution to the extension phase of the DEED programme from the Swiss Agency
for Development and Cooperation (SDC). A proposal for the incorporation of the potential contribution has been prepared
and in coordination with the Finnish Embassy in Pristina and submitted for review. In case such a contribution is approved by
the SDC, the imptementing agencies will coordinate with the current doner to provide all revised documentation needed for
formalising the cooperation. Notwithstanding the results of the aforementioned negotiations the DEED team will continue to
seek better coordination with the 5DC and other potential donors working in the field through regular meetings and
information sharing.
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6. FUND MANAGEMENT ARRANGEMENTS

The programme will be using a pass-through fund management modality where UNDP Multi-Partner Trust Fund Office will
act as the Administrative Agent (AA) under which the funds will be channeled for the programme through the AA. Each
participating UN organization receiving funds through the pass-through would have to sign a standardized Memorandum of
Understanding with the AA.

The Administrative Agent will:

e Establish a separate ledger account under its financial regulations and rules for the receipt and administration of the
funds received from the donor(s) pursuant the Administrative Arrangement. This Joint Programme Account will be
administered by the Administrative Agent in accordance with the regulations, rules, directives and procedures
applicable to it, including those relating to interest;

e Make disbursements to Participating Organizations from the Joint Programme Account based on instructions from the
Steering Committee, in line with the budget set forth in the Joint Programme Document.

The Participating Organizations will:

o Assume full programmatic and financial responsibility and accountability for the funds disbursed by the AA.

e Establish a separate ledger account or project ID for the receipt and administration of the funds disbursed to it by the
Administrative Agent.

e Each organization is entitled to deduct their indirect costs on contributions received according to their own regulation
and rules, taking into account the size and complexity of the programme. Each organization will be entitled to deduct
up to 8% as overhead costs of the total allocation received for the agency.

The MPTF Office will charge administrative agent fee of one per cent (1%) of the total contributions made to the Joint
Programme.

UNDP Country Office, as ‘lead agency’ will consolidate narrative reports provided by the Participating Organizations. As per
the MoU:

e Annual narrative progress report and the final narrative report, to be provided no later than three months (31 March)
after the end of the calendar year.

The MPTF Office will:

e Prepare consolidated narrative and financial progress reports, based on the narrative consolidated report prepared by
the UNDP Country Office and the financial statements/ reports submitted by each of the Participating Organizations in
accordance with the timetable established in the MoU;

e Provide those consolidated reports to each donor that has contributed to the Joint Programme Account, as well as the
Steering Committee, in accordance with the timetable established in the Administrative Arrangement.

e Provide the donors, Steering Committee and Participating Organizations with:

- Certified annual financial statement (“Source and Use of Funds” as defined by UNDG guidelines) to be provided no
later than five months (31 May) after the end of the calendar year;
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- Certified final financial statement (“Source and Use of Funds”) to be provided no later than seven months (31 July)
of the year following the financial closing of the Joint Programme.

Budget Preparation - The Programme Coordinator will prepare an aggregated/consolidated budget, showing the budget
components of each participating UN organization.

Accounting - Each organization will account for the income received to fund its programme components in accordance with
its financial regulations and rules.

Admin Fees and Indirect Costs

e Administrative Agent: The AA (UNDP) shall be entitled to allocate one percent (1%) of the amount contributed by the
donor, for its costs of performing the AA's functions.

o Participating Organizations: Each organization participating in the joint programme will recover indirect costs in
accordance with its financial regulations and rules and as documented in the Memorandum of Understanding signed
with the AA.

Interest on funds - Interest will be administered in accordance with the financial regulations and rules of each organization
and as documented in the Standard Administrative Arrangement signed with the donor.

Balance of Funds - The disposition of any balance of funds remaining at the end of programme implementation will be in
accordance with the agreements between the participating organizations and the implementing partners as well as donors
where applicable.

Audit - The Administrative Agent and Participating Organizations will be audited in accordance with their own Financial
Regulations and Rules.

BUDGET (SEPARATE ATTACHMENT, TBD)

The total planned budget for the Joint Program is EUR 820,000 for the three years of program implementation potentially to
be funded by the Finnish government. The work plan and the programme has been designed based on the funding from the
Finnish government, and in case the resource mobilization activities of the programme prove to be successful, the scale of
the planned activities will be increased to reach a better geographic coverage and more beneficiaries.

The program will build on existing UN interventions in Kosovo and maximize the use of the existing human resources and
logistics where possible.
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7. MONITORING, EVALUATION AND REPORTING

To measure program effectiveness, guide strategic planning, make effective and efficient use of resources and determine where
the program is on track and where corrections need to be considered the Joint Program will adopt the following M&E tools and
methods:

e Collection of baseline data at the start and towards the end of program implementation through assessment of different
dimensions of diaspora engagement in economic development, prevalence and risk factors (investment attitudes and
practices; economic behaviour; financial literacy; economic activity of the diaspora etc.);

e Annual financial reports and a final certified financial statement

e Semi-annual narrative progress reports (activity based), annual reports (focusing on outcomes/results, risks analysis and
overall impact) timely prepared and submitted to the UN Administrative Agent and the donor(s) and a final narrative report at
the end of the program (focusing on the achieved results). The reports will use the templates of the Administrative Agent
(UNDP), with possible modifications agreed by all implementing agencies/organizations.

s Based on the semi-annual and annual reports a review of the program will be conducted at the Program Board meetings.

e Anindependent external evaluation will be conducted before the termination of the project. The evaluation shall review the
projects results, identify lessons learned and provide suggestion for the continuation of activities. The evaluation shall focus
on relevance, results and effectiveness/efficiency of project implementation. Evaluators are expected to follow relevant
guidelines from UNDP and IOM.

e The Joint Programme Monitoring Framework contains the program’s indicators and sources of verification that will be used.
The information collected through this process will be incorporated in the program’s semi-annual and annual narrative
progress reports.

e The Programme will continue also real-time reporting via Really Simple Reporting, the programme website and other media
channels of both organizations.
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DREED Joint Progranne Document

9. LEGAL CONTEXT OR BASIS OF RELATIONSHIP

This section specifies what cooperation or assistance agreements form the legal basis for the
relationships between the Kosovo institutions and each of the UN organizations participating®® in this

joint programme.

Participating UN organization Agreement
UNDP MOU
IOM Mol

The Implementing Partners/Executing Agency agree to undertake all reasonable efforts to ensure that
none of the funds received pursuant to this Joint Programme are used to provide support to individuals
o entities associated with terrorism and that the recipients of any amounts provided by Participating UN
organizations do not appear on the list maintained by the Security Council Committee established
pursuant to resolution 1267 (1999), The fist can be accessed via
http:/fwww. un.orqg/Docs/sc/committees/1267/1267ListEng. htr. This provision must be included in all
sub-contracts or sub-agreements entered into under this programme document.

X Including Specialized Agencies and Non Resident Agencies participating in the loint Programme
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DEED Jaint Programme Document

10. WORK PLANS AND BUDGETS
The waork plan for 2014 and the budget for 2014, as well as the budget draft for the whole duration of the programme, are

annexed to this Joint Programme Document.
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ANNUAL WORKPLAN July 2014 - Junc 2016

TARGET[ACTIVITY. e i} ) 2014 015 016 “Total
(}upul.l 1.1 Improv ui Lapdul\ ul l\mmu aulhnnuu o pmduu and minage .
infornution (diuspora registin ) 10,000.00 20,000.00 10.000.00 40,000.00
1.2 Improved capacities o Kosovo authorities at central and ocal
lev el Lo implemient the strateay 10,000.00 16,000.00 10.000.00 36,000.00
1.3 Diaspora business nelworks 5,000.00 10,0066.00 5,000,00 2(,000.60
1.4 Municipal Diaspura Liaison Offtees 5,000.00 5,000,600 5,000.00 15,040.00
1.5 A monitoring and evaluation system 5,000.00 5,000.00 5,000.00 15,000.00
TOTAL GUPUT 1 - 35,000.00 56,000.00 35,000.00 | 126,000.00
TARGLIJACTIVITY .~ L — T omid ] 0is . | 2006 “Total
Cuput 2 2.1 C nmpl-..ll()n 01 Pl ol ‘a(.ll..i.l(..d \Iodcis En*.ti uments Ior tmesmlems
25,000.00 - - 25,000.06
2.2 Iimestiment Tund - 20,000.00 10,000.00 30,000,00
2.3 Leononmic Zone - 20,000.00 10,006.00 30.000.00
TOTAL QUTPUT 1T 25,000.00 40.600.00 20,008.08 85,000.00
TARGLl ACTI\"ITY S C20md. B 2015 | 2016 Tolal
Ouput 3 |3.1 Business lmka \\nh duv;;mra 19, 000 00 20,060.00 1G,000. 00 +40,000.60
3.2 Remiltances receivers small grants 30,000.00 45,000.00 - 75.000.00
3.3 Skills wansler 20,000.00 40,000.60 5,000.00 63,000.00
TOTAL OUTPUT L1 60,000.00 | 105,000,006 § 15.000.68 | 180,000.80
A. TQT_'A_L-'_-QUTPUT].-_-'t'-_‘;Q_U"_I_‘PUT'}_I-:-.F_Ql_‘_’l??tfl_’f;l_l}l_ e | -120,000.00 l 201,000.008 l 70,008.00 I 391,000.00 I
BUDGET ITEM 5014 Soopo2es 2006 Total
UNDP Praject team stalT costs 31,500.00 63,000.00 31,500.00 126,000.00
[OM Project am stafl costs 29,797.00 60,455.00 30,658.00 120,910.00
LIND Admin costs tincluding office cquipment and other oflice costs) 12,075.00 23,163.00 12,635.00 47,875.00
IOM Admin custs (including office equipment and other office costs) 6,000.00 12,000.6¢ 6,000.00 24,000.00
Communication {brochures. PRY. participation to conlerences ele. 4,006.00 9,000.00 9.000.00 22,000.00
Praject monitoring 2,000.00 4,837.00 7.000.00 13.837.00
FFinal evaluation 20,000.00 20,000.00
B. OTHER BUDGET ITEMS (SHARED COSTS) .%o -85,372.00 | 172,457.00 ] 116,793.00 | 374,621.00
C. GENERAL MANAGEMENT SERVICE - UNDI 7‘%: + IOM 5% 12,450 ) 22‘583 ] 11,226 46,259
D, ADMINISY RATIVE AGENT FEE, (1% ' SR 2,178 3,960 1,980 8,119
'T.(_)T:&L-:-B_RQJEC}'-'gq.pq_;_g__rp_:@._a;-_'_g_.gr-_'gg_;_-_g_--_.pj-_:_'_-.- T ~ 220600 [. 400,000 ] 200,000 | 520,000 |
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10K LEG Approval Code: KOSIOTHEMNAQ24472014

Memerandum of Understanding
betwecn
the International Organization for Migration (JOM),
and
the United Nations Develnpment Programme (UNDP)

regarding the Operational Aspects of
Diaspora Engagement in Economic Development Joint Programme in Kosovo

This Memorandum of Understanding (hereinafier referred Lo as “Memorandum”) is
concluded between the International Organization for Migration (hereinafter “IOM™), an
inter-governmental organizalion, established by 1reaty and having its headquarters at 17,
Route des Morillons CH-1211 Geneva 19, Switzerland, and the United Nations
Developmeni Programme (hereinafter “UNDP™), a subsidiary organ of the United
Nations, having its Headquarters at One United Nations Plaza, New York, New York as
Administrative Agent ol Joinl Programme “Biaspora Lngagement in Economic
Devetopment” in Kosovo (hereinafier “Joint Programme”).

WHEREAS, the Participating UN Organizations 1o the Joint Progranmme have signed a
Memorandum of Understanding relating to the Operational Aspects of the Joint
Programme {aftached hereto as Annex I).

WHEREAS, 1OM wishes to participate i the Joint Programme receive funds on the
same terms as the Participating UN Organizations.

WHERFEAS, the Participating UN Organivations and Donors to the Joint Programme
agree (o JOM’s participation in the Joint Programme,

WILEREAS, the Participating UN Organizations authorize UNDP as Administrative
Agent to conclude this Memorandum with JOM for its participation in the Joint
Programme.

NOW, THEREFQRE, [OM and UNDYP herchy agree ag follows:

l. 10M warrants and confirms that it has entered into relevant basic agreements wilk
the governments of the countries where it will operate in connection with the Joint
Programine, as a basis for its activities.

2. TOM warrants and confirms (hat it has privileges and immunities in yespect of its
personnel and assets consistent with those of the Participating UN Organizalions in the
couniries where it is to underiake activities in connection with the Joinl Programme,
including functional immunity of its personnel and assets, and imnmnity from legal
process and Trom search and setzure,

i MO with FHOM
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3. IOM agrees to carry out iis uctivities on the ferms and conditions of the
Memorandum of Understanding entered into between the Participating UN Organizations
and UNDP attached hereto as Annex I, which is an integral patt of this Memorandum.

4. For Notices under this Memorandum, the addresses of JOM and UNDP are as

specified in Annex H hereto.

6. This Memorandum shall enter into force upon signature by the authorized officials of
TOM and LINIIP and shall continue in force and effect until it expires or is terminated.

IN WITNESS WHEREOF, the undersigned, duly authorized representatives of the
respective Partics, have signed this Memorandum in English in two copies.

For the Inf, o’ Migration (HOM):

Signature:
Name: Jorged3aca Vaughan

Title: Chief of Mission
Place: Pri mnna / /
Date; 7/ )»/,f AL //f:/

; _ ,»

Signature
MName: \”mn
Title:  Execifti *{Comdmalm

Multi Parfaer Trust Fund Office. UNDP
Place: New York

Date: 21 July 2014

e”narcc

2 AT with 1O/
DEED P Kosewvo



IOMLEG Approval Code: KOSIOTHENAG24412014

ANNEX I:  Memorandum of Understanding  between  Participating  UN
Organizations and UNDP relating to the Operational Aspects of
Diaspera Engagement in Keonomic Development Joint Progranune in
Kosove

ANNIEX I{: Notices

MOU with FOM
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