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I. Purpose

	1.1 Main objectives and outcomes expected as per approved project/programme/ project document:

	The project aims promoting domestic and foreign investments in the SME sector in order to create employment opportunities, generate income and alleviate poverty and contribute to accelerated economic development of Iraq.
Objectives
(1) To provide immediate technical support to ailing enterprises (in the designated Governorates) in order to restore their operations and to upgrade their competitiveness by promoting international partnerships in terms of technology, market access, finance, etc.

(2) To facilitate the creation of new enterprises (in the designated Governorates) in order to provide employment and income generating opportunities for the people and to reduce poverty

(3) To develop/strengthen institutional capabilities in the areas of Enterprise Development (in the designated Governorates) and in FDI promotion in order to ensure sustained economic growth and global integration.
Outputs

(1) At least 10 enterprises assisted in re-starting their operations; at least 25 existing enterprises upgraded in specific functional areas (marketing, production, quality management, etc.); at least 20 enterprises upgraded through the promotion of international partnerships (market access, technology, management know-how, etc.) in each designated Governorate.

(2) At least 100 potential entrepreneurs trained in Enterprise Creation; at least 60 new businesses (micro-small) established and around 200 job opportunities created in each designated Governorate.

(3) A Revolving Fund mechanism developed to facilitate the attainment of outputs (1) and (2) above.

(4) Enterprise Development Unit established and functional in each designated Governorate.

(5) An Investment Promotion Unit established at the Ministry of Industry and advisory and policy support extended for the establishment of an Investment Promotion Agency. 15 national staff trained on various aspects of investment promotion.


	1.2 Reference to how the programme/project relates to the UN Assistance Strategy to Iraq and how it aims to support international and national development goals including the Millennium Development Goals and other goals as pertinent:

	The Project outcome fits into the principle objectives of the former Cluster C of the UN-Iraq Assistance Strategy. The role of this cluster was to support the adoption of poverty reduction policies including the provision of social safety nets, to revitalise the private sector and provide employment and income-generating opportunities for all Iraqis.
In addition, the project outputs match the goals stated under the National Development Strategy of Iraq. The strategic orientation of the economic reform policies under the NDS relates to private sector development, Foreign Investment, and Industrial sector development as few of the dimensions of the envisaged reforms. It also refers to strengthening institutions of governance and improves the effectiveness and efficiency of Public Institutions for playing effective role in implementing the reform policies.

The direct support to the enterprises will revitalize the private sector and provide the much-needed support for industrial development and growth as planned under the strategy.

The strategy of creating a single window for facilitating investors as envisaged in the NDS is to be addressed through the establishment of an Investment Promotion Agency (IPA). However, the establishment of a formal IPA is envisaged for the second phase of the project. An Investment Promotion Unit, laying the foundation for an Investment Promotion Agency, will be instituted in the first phase. 

The project will definitely contribute to achievement of MDGs in Iraq, particularly MDG 1 and MDG 8.




	1.3 Main international and national implementing partners involved, their specific roles and responsibilities in project implementation and their interaction with the agency:



	The project implementation and supervision responsibility is with the Industrial Promotion and Technology Branch at UNIDO headquarters, where a project manager has been assigned to coordinate the overall planning and implementation of the project. 

The project is being implemented through a Project Management Unit in Amman, where a Project Coordinator is placed, and through National Project Coordinators (NPC) in Erbil and Thi qar and administrative support staff. The project coordinator is supported by the UNIDO Investment Promotion Unit in Amman, and the Arab Regional Centre for Entrepreneurship and Investment Training (ARCEIT) at the UNIDO Investment and Technology Promotion Office in Bahrain.   

The Project Coordinator, which is located at UNIDO Iraq Office based in Amman,  is responsible for the monitoring of the project and has undertaken missions to the project sites in Iraq. Due to the security situation in the country the project is also monitored from Amman through regular tele-conferencing.
In order to ensure effective implementation and institutionalization of the project in the governorates, the establishment of Enterprise Development Unit (EDU) in one of the stakeholder institutions has been implemented.  The EDU staff, which is composed by two full time local technical experts in business counseling and one secretarial assistant, will be responsible for the promotion of the Enterprise Development and Investment program and other activities such as organizing training programs, counseling and advisory services, arranging technical diagnostics of the selected enterprises and in Investment promotion. 

The partners for the project in the three different regions and their roles are mentioned below:

Kurdistan Region: 
· KRG Government is the focal point for the project in the region and is providing Governmental support in facilitating the project implementation
· KRG Board of Investment 
is the technical reference point for the operational activities of the project and has nominated their personnel for the capacity building exercises including Training of Trainers and Training of Counsellors. 
· Erbil Chamber of Commerce and Industry is hosting the EDU in Erbil and also ha nominated their personnel for the capacity building exercises including Training of Trainers and Training of Counsellors. In order to institutionalise the program in the Governorates the Chamber of Commerce and Industry has nominated the Head of the EDU from their organisation. 
Baghdad:
· Ministry of Industry and Minerals is involved in Investment Promotion, in addition to Enterprise Development component. The Ministry’s personnel have been trained through the training of trainers and will be responsible to conduct subsequent training of entrepreneurs. The Ministry will also host the EDU as well as the Investment promotion Unit(IPU). The staff of the newly established IPU will be trained in Investment Promotion concepts.
· Ministry of Planning and Development Cooperation has nominated staff who have been trained through the training of trainers and will the part of the team of trainers to conduct the training for entrepreneurs.
· Federation of Iraqi Industries has nominated staff who have been trained through the training of trainers and will the part of the team of trainers to conduct the training for entrepreneurs.
· Industrial Bank has nominated staff who have been trained through the training of trainers and will the part of the team of trainers to conduct the training for entrepreneurs.
Thi Qar:
· Thi Qar Provincial Council is the focal point for the project in the region and is providing local institutional support in facilitating the project implementation
· Thi Qar Chamber of Commerce is hosting the EDU in Nassirya  and also has nominated their personnel for the capacity building exercises including Training of Trainers and Training of Counsellors. In order to institutionalise the program in the Governorates the Chamber of Commerce and Industry is nominating the Head of the EDU from their organisation
· Thi Qar Engineering Union has nominated staff who have been trained through the training of trainers and will the part of the team of trainers to conduct the training for entrepreneurs.
· Thi Qar University has nominated staff who have been trained through the training of trainers and will the part of the team of trainers to conduct the training for entrepreneurs.
In addition to the Project Coordinator, the NPC and the focal points of the different institutions, the project recruits national and international short-term consultants for specific technical activities. The project also cooperates with other stakeholder Institutions, such as Universities, BDS providers, financial institutions.
In particular, referring to the establishment of the revolving fund, the project has established contacts with major private sector banks, state owned banks and non banking financial institutions on developing the modality for handling the fund and identify possible capacity building measures.
The project has also established cooperation with the ILO project “Governance in support employment creation programme”; which would contribute to poverty reduction and sustainable livelihoods through optimal employment generation in all sectors. The project can provide inputs to ILO in formulation of policies and strategies for employment creation. 

The project is going also to establish cooperation with the IOM project “Workforce development and Veterans Service” which supports the Employment and Training Office of the Ministry of Labour and Social Affairs in Baghdad; and with the network of 19 Employment Centres in the country. The EDUs, which will be set up in the selected Governorates, will assist the employment centers in providing information of job opportunities available through the enterprises upgraded and new enterprise created and vice-versa. It is also note-worthy to state that as Iraqi Federation of industry is one of the program stakeholders, the labour requirement for the industry can be informed to these employment centers and vice-versa. 

The project promotes and attracts women candidates and will seek the help of UNIFEM for larger involvement of women entrepreneurs by using UNIFEM network with Iraqi Business Women’s Association and other resources available in promoting and identifying suitable women candidates for training of entrepreneurs and training for enterprise up-grading. 

The project has established cooperation also with the USAID Project IZIDIHAR Private sector growth and employment generation. In particular the coordination has been established with the five the Small Business Development Center (SBDCs), which has been set up to prepare Iraqi nationals to start or expand their own businesses.
The project has also established cooperation with the Provincial Reconstruction team (PRT) in Nassirya. The team has supported the project in the field implementation and in particular identify candidates for the local consultant as well as for the selection of the counselors. There is a scope of providing loans to the enterprise supported through the program from the PRT


II. Resources
	Total approved budget and summary of resources available to the programme/project from the UNDG Iraq Trust Fund and non-Trust Fund resources where applicable:



	Total approved budget: 3,057,753 USD from the UNDG-ITF 

The partner institutions mentioned above will provide contribution in kind (physical space for EDU  and availability of time for the trainers) to run the program.

	


III. Results

3.1  Output Status 

The output status table reports the extent to which the project is progressing towards the achievement/realization of the expected outputs.

	Activities/Output
	Description
	Implementation Status
	Reflections/Comments

	
	
	0-50%
	50-80%
	80-100%
	

	Recruitment of project staff and establishment of a Project Management Unit


	The PMU includes the Project Coordinator, Secretarial Assistant

The PMU is supported by the NPC and field office staff. 
	
	
	X
	The recruitment for NPC for Thi Qar is on process.

The Line Ministry has already assigned two staff specific for the project in Baghdad and therefore no NPC is required.


	Preparatory meeting
	The high level meeting held in  Bari, Italy on 28-30th October 2007 saw  the participation of the Donor country (Italy), The United Nations Development Group Iraq Trust Fund (UNDG ITF), the Ministry of Industry and Minerals Baghdad, the Kurdistan Regional Government-Iraq and the Governorate of Thi Qar. The meeting gave a platform for the stakeholder of the project to develop mechanism to establish strong cooperation and ownership of the project implementation with the Iraqi counterparts.


	
	
	X
	The meeting outcomes includes the following decisions:

· Nomination of Focal Points for the Project in Thi Qar and Baghdad

· Nomination of stakeholder Institutions to host EDU’s in each governorate

· Send CVs of at least 10 potential trainers per Governorate to be screened by UNIDO

· Organize kick off meeting in Bahrain followed by the first Training of Trainers

	Kick off meeting 
	The meeting was held in Bahrain on 6-7th February 2008 and saw the participation of the stakeholder of the project such as the Kurdistan Regional Government-Iraq, the Ministry of Industry and Minerals of Baghdad, the Ministry of Planning, the Provincial council of Thi Qar, private sector and financial institutions. During the meeting the overall project workplan was presented to all the stakeholder institutions in order to provide an in-depth understanding of the scope of the project and its operational environment. The kick off meeting was concluded with the adoption of the work plan by all parties and preceded by the official graduation ceremony of the 1st Training of Trainers programme. 


	
	
	X
	The first meeting day was devoted to the presentation of the operational workplan to all stakeholders Institutions.
The second day concentrated on the Revolving fund and a roundtable was organised on the current Iraqi financial sector situations and presentation of strategic paper.
The meeting outcomes included the following:

1. Specific operation workplan agreed with focal point to complete the institutional framework required for project implementation 

2.  Specific operation workplan agreed with the team of trainers to organise the Training of entrepreneurs

	Establishment of EDUs in the designated Governorates
	In order to ensure effective implementation and institutionalization of the project in the governorates, the establishment of three separate  Enterprise Development Unit (EDU) has been implemented. The EDU will be responsible in the specified Governorates for the promotion of the Enterprise Development and Investment program and other activities such as organizing training programs, counseling and advisory services, arranging technical diagnostics of the selected enterprises and in Investment promotion. 


	
	
	X
	The EDUs have been hosted in the following Institutions:
KRG: Erbil Chamber of Commerce and Industry

Thi Qar: Thi Qar Chamber of Commerce

Baghdad: Ministry of Industry and Minerals

The EDU has been equipped with furniture and electronic equipment through the budget of the project.

A secretarial assistant recruitment is in the process to be finalised and will be funded by the project during the project period and later will be absorbed by the host institutions

	ENTERPRISE CREATION

	Training of trainers for Enterprise Creation 
	The Trainers Training Programme are targeted at developing national experts in order  to equip them with the necessary core competencies required to design, plan and implement EDPs as well as acquire a clear understanding of the process of enterprise development.  UNIDO trained 24  professionals from KRG, Baghdad and  Thi Qar in a 2 week long training program organized in Bahrain. 
	
	
	X
	The selection process was to a large extent managed by local counterparts resulting in some Governorates in an imbalance of the competencies required as a team.

	Team of trainers selected in each designated Governorate


	Three teams of trainers who have been trained through the ToT has been placed respectively in each of the Governorates with the objective of organizing the training of entrepreneurs as planned in the project proposal
	
	
	X
	The team of KRG and Thi Qar have analyzed the skills and capabilities of each and every team members and accordingly assigned their role as a trainer for the forthcoming training of entrepreneurs.
Team leader and deputy has been assigned from all the three Governorates.



	Training of entrepreneurs in enterprise creation and field work


	The three teams of trainers, who have been trained through the ToT, will conduct training for potential entrepreneurs on enterprise development & management skills in each of the governorates. The  training includes various preparation and promotion required at field level.
	
	X
	
	The teams of the Governorates of KRG and Thi-Qar have designed the promotional materials and the promotional plan, including posters, brochures, news paper advt. The teams from both the governorates have started promotional campaign in their respective governorates. The training material has been finalized and sent across to the teams and allocation of subjects amongst the team members has been finalized.

	ToT in Business Counseling


	The one week training program to equip Iraqi nationals with skills on providing business and financial advisory services will be conducted in the month of April. The candidates will be drawn and selected from local counterpart institutions as well as from the Iraqi private sector.
	X
	
	
	7 CVs from Thi-Qar and 6 CVs from KRG received. The selection criteria for the candidates have been defined and selection tools designed.

	Counseling services (assistance in technology tie up and preparation of around 60 BP, establishing linkages with financing schemes, assistance in complying with legal/adm procedures)
	The new enterprise component envisages providing business advisory services to the entrepreneurs trained through the training of entrepreneurs. The counseling services will be provided by the trained counselors to be placed in the Enterprise Development Units.
	X
	
	
	The counseling services will be operational only after the placement of the counselors.

	ENTERPRISE UPGRADING/GROWTH 

	Training of trainers in Enterprise Upgrading/Rehabilitation
	The training of enterprise upgrading is proposed in the month of May and will be aimed at creating team of local consultants who can be utilised to conduct the enterprise upgrading and growth plans proposed in the upgrading/growth component in the selected enterprises. 


	X
	
	
	Request for CVs from the governorates will be sent as soon as the candidates for the enterprise up-grading training will be finalized.

	Identification of priority sectors and their upgrading needs


	The selection of enterprises for upgrading plans will be focussed through sectoral approach. The priority industrial sectors in each of the governorates will be identified and their up-grading needs will be identified.
	X
	
	
	The local consultant in KRG has already started the process and by end of May, the sectors will be identified

	Development of criteria for selection of enterprises 


	In order to maximize the effectiveness of the up-grading plans and to reach the target SMEs, an selection criteria is to be developed in order to screen cases .
	
	
	X
	

	Awareness seminar for enterprise upgrading/Growth

	The component on enterprise up-grading requires creating awareness amongst potential enterprises on the benefits of the UNIDO upgrading/ growth plan. The awareness will be created through seminars.
	
	X
	
	The first of the seminar is being organized on 2nd April in Erbil, KRG. The local consultant in KRG has already promoted the seminar using the help of Erbil Chamber of commerce & industry.  Around 60 companies are expected to attend the same.

	Enterprise level assessments

Selection of 10 enterprises.

	The enterprise up-grading component includes need assessment of the enterprises through technical diagnostics. The need assessment will be undertaken by the local consultant with support from the international consultants. 
	X
	
	
	The activity in KRG will start after the compilation of the UNIDO questionnaire that will be distributed among companies participating to the seminar 

	ENTERPRISE UPGRADING 

	Selection of  enterprises for upgrading (functional areas)


	Enterprises will be selected for enterprise level assessment and then undergo up-grading plans. The enterprises will be selected on the basis of the criteria developed.
	X
	
	
	

	Preparation of upgrading plans for min. 25 enterprises.


	Minimum 25 enterprises will be selected after the technical diagnostics/need assessment to implement the up-grading plans. International consultants will be undertaking these up-grading plans.
	X
	
	
	

	Selection of 20 enterprises for foreign partnerships 


	Based on the need assessment conducted, minimum 20 enterprises will be supported in forging foreign partnership either in technology transfer, equipment purchase, and market access or equity participation.
	X
	
	
	

	Study tours to promote foreign partnerships.


	Based on the need assessment, local Iraqi companies will be exposed to international businesses through participation in fairs/exhibition, study tours etc.
	X
	
	
	

	REVOLVING FUND 

	Preparation of strategic paper 

Identification of possible financial partner Institutions


	The strategic paper is to review the financing needs of small and medium enterprises in Iraq as well as the available SME financial schemes and their operation and identify the major local and/or international financial institutions (public and private) active in SME lending in Iraq as well as review their operations and past experience with SME lending. The study also is to suggest a list of suitable Iraqi financial institution (private and state owned) that can be candidates to operate the revolving fund as well as a proposed model to run the fund.

	
	
	X
	The strategic paper has been prepared by two international consultants recruited by UNIDO and its findings shared at the Kick-off meeting held in Bahrain

	Select structure in coordination with Iraqi Counterparts 


	The structure suggested in the strategic paper and agreed in the kick off meeting is to have a separate/standalone SME dept inside the selected financial institutions 
	
	
	X
	Location for operating the Revolving fund needs to be agreed upon in the next reporting period

	Establish contacts with selected financial institutions 


	The strategic paper has recommended few suitable financial institutions, and as per agreed work plan in the kick-off meeting, consultation with the financial institutions is to be undertaken. 
	
	X
	
	CHF, Ashur Bank, Industrial Bank has been consulted

	Final Selection of suitable financial intermediary


	Based on eligibility and competence, a final selection of the financial intermediary will be done in the next reporting period
	X
	
	
	The call for EoI has been prepared and will be released in the month of April

	INVESTMENT PROMOTION

	Establish an Investment Promotion Unit at MOI


	On Hold as per decision with Iraqi counterparts during the kick off meeting
	X
	
	
	The project is supporting the KRG Govt. in a organizing a study tour to Jordan and Egypt to understand the operational activity of an Industrial Zone

	Organize FDI awareness building seminars 


	On Hold as per decision with Iraqi counterparts during the kick off meeting
	X
	
	
	

	Review and advise on Investment Law/policy


	On Hold as per decision with Iraqi counterparts during the kick off meeting
	X
	
	
	

	Draw up an action plan for  establishment of an IPA


	On Hold as per decision with Iraqi counterparts during the kick off meeting
	X
	
	
	

	On-the-job training for IPU staff
	On Hold as per decision with Iraqi counterparts during the kick off meeting
	X
	
	
	

	
	
	
	
	
	


	3.2 An assessment of the extent to which the project is progressing in relation to the outcomes expected from the project: 



	The project has been approved by UNDG ITF on 10th April 2007. Nonetheless the final approval and transfer of funds took place in the month of August 2007. The operational activity started on September 2007, with the recruitment of the project coordinator and establishment of the project management unit. This reported period (September 2007- March 2008) concentrates mainly on establishing the institutional framework (preparatory meeting and kick off meeting) in all the three governorates for the project implementation. In the first three month of the reported period there was a delay in response from the major counterpart (Ministry of Industry and Minerals). Once the official focal point in all the three governorates were assigned (beginning December 2007), the whole of operational activities started.
The following is the assessment for all the outcome proposed in the project document:

1. To facilitate the creation of new enterprises (in the designated Governorates) in order to provide employment and income generating opportunities for the people and to reduce poverty.
The project envisages team of trainers in each of the governorates will conduct entrepreneurship development programs to initiate new enterprises and create employment opportunities.
The EDUs have been established in two governorates, which are designed to facilitate the creation of new enterprises. The teams have been trained and have been placed in the EDUs and the program is proceeding as per schedule and it is expected to be organised in the month of May. We anticipate a delay in Baghdad owing to institutional issues.

2. Develop a Revolving Fund scheme to be administered by local and/or international financial intermediary and strengthen its capabilities for efficient and transparent administration of the fund
As per agreement with UNDG ITF, the revolving fund strategy paper has been prepared by two international consultants recruited by UNIDO and presented during the kick off meeting.

As per agreement during the kick off meeting with all the counterparts, the process and timing for the establishment has been agreed. The financial consultation with potential partner has started in the month of February and the call for EoI will be released in April.

3. To provide immediate technical support to ailing enterprises (in the designated Governorates) in order to restore their operations and to upgrade their competitiveness by promoting international partnerships in terms of technology, market access, finance, etc: 

The enterprise upgrading component has started in KRG with initial assessment of local private companies and preliminary need assessment is under process with the expertise of local consultants on the project rolls. A specific mission was undertaken in Erbil by the project coordinator to agree with the consultant on the workplan and specific activities required in the governorates. An awareness seminar on enterprise upgrading component has been planned on the first week of April in Erbil to select companies in need of technical support in enterprise upgrading and growth. There is a delay in overall implementation of this outcome in all the three governorates as expected under the project plan
4. To develop/strengthen institutional capabilities in the areas of Enterprise Development (in the designated Governorates) to promote domestic investments.
The EDUs have been established in two governorates, which are designed to facilitate the creation of new enterprises. The teams have been trained and have been placed in the EDUs.
The training of counsellors from the partner Institutions will be held in the month of April and the process of selection of candidates is on process. The component is proceeding as per schedule.

5. To develop institutional capabilities FDI promotion in order to ensure sustained economic growth and global integration.

During the kick off meeting the component, which was developed in the initial project document, has been asked to be kept on hold till the New High Commission for Investment in Iraq will be established and synergies developed. In the mean time, UNIDO has received request from KRG Prime Ministry Office to be supported in the feasibility of establishing Industrial Zones. The project expects to support in the month of April for a study tour for the Committee from KRG in Egypt and Jordan. 


	3.3 Main activities undertaken and achievements/impacts during the Reporting Period:



	The project has firmly initiated implementation and is progressing as expected.  The major activities include:

· Preparatory meeting: The high level meeting held in  Bari, Italy on 28-30th October 2007 saw  the participation of the Donor country (Italy), The United Nations Development Group Iraq Trust Fund (UNDG ITF), the Ministry of Industry and Minerals Baghdad, the Kurdistan Regional Government-Iraq and the Governorate of Thi Qar. The meeting gave a platform for the stakeholder of the project to develop mechanism to establish strong cooperation and ownership of the project implementation with the Iraqi counterparts.

· Kick off meeting: The meeting was held in Bahrain on 6-7th February 2008 and saw the participation of the stakeholder of the project such as the Kurdistan Regional Government-Iraq, the Ministry of Industry and Minerals of Baghdad, the Ministry of Planning, the Provincial council of Thi Qar, private sector and financial institutions. During the meeting the overall project workplan was presented to all the stakeholder institutions in order to provide an in-depth understanding of the scope of the project and its operational environment. The kick off meeting was concluded with the adoption of the work plan by all parties and preceded by the official graduation ceremony of the 1st Training of Trainers programme. 

· Training of Trainers: The Trainers Training Programme are targeted at developing national experts in order  to equip them with the necessary core competencies required to design, plan and implement EDPs as well as acquire a clear understanding of the process of enterprise development.  UNIDO trained 24 professionals from KRG, Baghdad and Thi Qar in a 2 week long training program organized in Bahrain.

· Strategic paper for the revolving fund: The paper prepared by two international consultants recruited by UNIDO reviewed the financing needs of small and medium enterprises in Iraq as well as the available SME financial schemes and their operation and identify the major local and/or international financial institutions (public and private) active in SME lending in Iraq as well as review their operations and past experience with SME lending. The study also suggested a list of suitable Iraqi financial institution (private and state owned) that can be candidates to operate the revolving fund as well as a proposed model to run the fund.
The foregoing are important strategic activities that are critical to the success, effectiveness, and sustainability of the project. 



	3.4 Implementation constraints, lessons learned from addressing these and knowledge gained from assessments, evaluations and studies that have taken place during the reporting period:



	· The fragile security situation hampers free movement of international and national project staff and consultants, posing some difficulties to the effective implementation of project activities. The security situation in Thi Qar and Baghdad Governorate further deteriorated during the reporting period. There have been a number of intense periods of insecurity where curfews and restrictions on movement have prevented the timely unfolding of project activities.
· The strategy paper developed for the Revolving fund has come out with two important findings in the financial sector in Iraq. The Central Bank of Iraq is providing an interest charge of 17% with the deposits in it from the commercial banks. This will lead to reluctance of the commercial banks in providing loans to the entrepreneurs or the enterprises supported by the project. In addition, the strategy paper mentions that the National Micro-credit scheme operating in Iraq at 6% interest rate (subsidized by 4% from the Ministry of Finance) has serious implication in designing a sustainable model operating the revolving fund 

· Managing a project from remote control from Amman presents a number of challenges that impact the effectiveness of the free flow of information between the PMU and project staff. 


	3.5 Key partnerships and inter-agency collaboration, and their impact on results:



	· The project has established cooperation with the ILO project on poverty reduction and sustainable livelihoods through optimal employment generation in all sectors. The project can provide inputs to ILO in formulation of policies and strategies for employment creation. Joint activities will be undertaken under Sector outcome teams on preparing the SMEs regulatory framework for Iraq and on drafting the private sector development strategy. This inter-agency collaboration will pave the way for a SMEs friendly environment that will support the outcome of the project and sustainability in the long term.
· The project has established cooperation also with the USAID Project IZIDIHAR Private sector growth and employment generation. The Iraqi Company for Bank Guarantee (ICBG) participated in the kick off meeting and their member banks have been involved in the financial consultations for handling the revolving fund. We are also involving ICBG inside the project framework in order to provide loan guarantees for enterprises supported through the program.
· The project has also established cooperation with the Provincial Reconstruction team (PRT) in Nassirya. The team has supported the project in the field implementation in Thi Qar and in particular identifies candidates for the local consultant as well as for the selection of the counselors. There is a scope of providing loans to the enterprise supported through the program from the PRT. 


	3.6 Highlights and cross cutting issues pertinent to the results being reported on, e.g. gender desegregation, policy engagement and participation of the public:



	· The National Micro-credit scheme operating in Iraq at 6% interest rate (subsidized by 4% from the Ministry of Finance) has serious implication in designing a sustainable model operating the revolving fund.
· The Interest rate of 21% offered by Central bank of Iraq to the deposit of commercial banks can seriously hamper the willingness of the private banks to give loans to SMEs supported to the project


IV. Future Work Plan

	4.1 Priority actions planned for the subsequent reporting period to overcome constraints, build on achievements and partnerships, and use the lessons learned during the previous period:



	· Training of Counsellors: The one week training program to equip Iraqi nationals with skills on providing business and financial advisory services will be conducted in the month of April. The candidates will be drawn and selected from local counterpart institutions as well as from the Iraqi private sector. At the end of the course two selected counsellors per governorate will be placed on full time basis on the project budget. 
· Awareness seminar on enterprise upgrading: during the next reporting period number of awareness seminar on enterprise upgrading will be conducted in all the three governorates. The purpose of this seminar is to make aware the Iraqi private sector on the structure and the benefits of UNIDO enterprise upgrading program. The Awareness seminar is aimed at identifying potential enterprises where the upgrading/growth component can be implemented.
· Training in Enterprise Upgrading: The training of enterprise is proposed in the month of May and will be aimed at creating team of local consultants who can be utilised to conduct the enterprise upgrading and growth plans proposed in the upgrading/growth component in the selected enterprises
· Training of entrepreneurs: The team of trainers, trained in the Training of Trainers, in each of the governorates will conduct 4 trainings for entrepreneurs each in their respective governorates in the next 1 year. The first of the trainings, a month long program, will be conducted in the month of May 2008. The program promotion required for selecting trainees have already been started. 
· Establishment of the Revolving fund: The Call for Expression of Interest will be released in the month of April 2008, and accordingly proposals from short-listed financial institutions will be collected. The selected financial institution and UNIDO will design the operational modalities of the revolving fund. The credit officers from the financial institution will be trained through the Training for credit officers on the project financing skills required for SME.
· Study tour for Governmental official from KRG on Industrial Zones: In reference to the request from the Prime ministry office of KRG, a study tour is being organized for the committee in KRG to oversee the implementation of Industrial Zones in KRG. This study tour will be a part of the component on investment promotion and will provide opportunity for the committee to understand the operations of the existing Industrial zones in Egypt & Jordan.
· Need assessment of the companies:  As a part of the enterprise up-grading component, a preliminary assessment of the enterprises selected for up-grading component will be done in all the three governorates by the selected local consultants trained through the Training in Enterprise up-grading under the guidance of International consultants.
· Upgrading/growth plans for selected enterprises: At-least 50% of the targeted enterprises to be up-graded in the project proposal will be covered in the next 6 months of the reporting period. These up-grading plans will include preparing business plans, conducting technical diagnostics, technology sourcing etc.  


	4.2 Indication of major adjustments in the strategies, targets or key outcomes and outputs:



	The Investment promotion component of the project proposed for Baghdad is on hold because the decision of the Government of Iraq to centralize all the Investment promotion activities under the National Commission for Investment is not yet implemented. This component should be realigned with the priority of the Government of Iraq as well as the strategy of the Sector Outcome team “ Economic reform and Diversification “.

	

	4.3 Estimated Budget required (including any major funding shortfalls):



	No additional budget required at this stage of the project.




�Should we include the investment promotion activities? i.e. Industrial zones project





