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	Project Title
	Vision 2020 + 10: Capacity building for the elaboration of a non-oil private sector development strategy

	Outcome
	1.1 National policies and institutions are strengthened to increase private sector competitiveness, remove trade barriers, especially for exports, while reducing the vulnerability of the economy and population to external shocks.

	Indicative Funding Requirements
	Total estimated budget:  
	$   1,000.000               

	Potential Sources of Funding
	[Donor(s)]:   
[Development Bank(s)]:    

Other Resources:
	$

$ 



	Expected start date
	End of 2011

	Expected Duration
	3 years

	Implementing Organisation(s)
	UNDP

	Country/Countries
	Azerbaijan

	Submitted by
	UNDP Azerbaijan and UNDP Bratislava Regional Center
Contact persons: jacek.cukrowski@UNDP.ORG; daniele.gelz@UNDP.ORG  


1 Background
As the economy of Azerbaijan and especially its exports are heavily concentrated in the oil industry, mainly crude oil and its derivatives, the Government of Azerbaijan (GoA) has together with its international partners seen the importance of diversifying the economy, and also further broadening and developing the current export portfolio of the country. Also the State program on socio-economic development of the regions mentions that one of the priority tasks of the GoA is to achieve a balanced development of the economy through directing oil and gas revenues to the non-oil sector and an acceleration of the development of regions. 

Even though there are several State programs and plans, mostly on a five year basis, concentrated on how to improve the situation of the non-oil sector, there would seem to be missing a long term comprehensive strategy of developing the non-oil sector - a strategy that would plan far into the future when revenues from the oil industry will already be declining, and a competitive non-oil sector should already be functional. In order for the GoA to be able to effectively tackle this challenge, all the authorities should strive for the same goals and have these clearly defined. The proposed strategy - Vision 2020+10 - would try to bring all relevant national actors together, discuss and think about what, where and how should be developed for the country to have, if not a substitute, but a supporting non-oil sector to ensure sustainable income generation, growth and employment. This would give the basis for the country to really strive to plan long term and then after finalization of this plan, set the 5 year long state programs according to the broader framework of the 2020+10. In addition, already the process of developing this long term strategy would be a learning opportunity for the national parties involved, ensuring a comprehensive capacity development of national stakeholder across the government. 

2 Justification

Given the foreseen reduction in the oil exploration by 2012, and the drying up of the wells by 2020, the development of the non-oil sector is of high priority to the GoA.
 Many programs, efforts and activities are launched to foster non-oil SMEs and international trade. However, there is a risk that without an overall long term strategy, most of these interventions risk becoming rather isolated activities, with little utilization of their potential systemic effects, with a planning horizon corresponding to the standard Government plans of three to five years. The creation and strengthening of competitive sectors requires a clear long term visioning and strategic planning. 

The ability of systemic thinking
 is inherent in any network culture as the Azerbaijani. The capacity to transfer this ability to economic planning, and to increase the planning horizon to the long term (e.g. 10 years beyond the drying up of the wells: 2020+10), needs to be fostered. The benefits of implementing sound longer term strategies should be thoroughly discussed in order to avoid short-term considerations that might promote the implementation of isolated piecemeal activities. The general interest of the Government into this long-term approach was noted during initial discussions with the MED by its intention to engage Michael Porter (Monitor). 

In consequence, the Government and other key stakeholders would benefit from improved capacity to

· understand and appreciate the benefits of the development and implementation of a clear long term strategy for non-oil private sector;

· consciously and by participating develop a vision and a strategy for the country;

· receive the services of the Michael Porter and his team.

3 Expected Output(s)

· Increase capacity of relevant national stakeholders in long term strategic planning;
· The development and implementation of a clear long term strategy for the non-oil private sector. 

4 Proposed Approach & Strategy, including Capacity Development Response

The MED would clearly be the lead agency in this project. UNDP would, together with the MED, identify the key stakeholders from the governmental structure, as well as from the private sector, academia and research, and –potentially- civil society that would participate in the visioning and the capacity building.

In close coordination with other ministries, agencies and donors, technocrats and upper/top management of the identified stakeholders would receive capacity building according to their roles and mandates. This might include, but would not be limited to:

· economic analysis and planning;
· systemic thinking;
· management of processes and risks;
· visioning and strategy development.
Targeted organizational development interventions and specific consulting/training could be added to selected stakeholders. Predominant means of capacity building are

· Coaching/training/consulting;
· Exposure visits;
· Partnerships with corresponding (Western) entities.
The whole process would be facilitated highly skilled/experienced facilitator, chosen by the GoA and the involved stakeholders.

Therefore, simultaneously, UNDP would approach Michael Porter to schedule a mission of his team to Azerbaijan, and potentially start his competitiveness consultation process.
 In preparation of this consultation, the stakeholders would need to be capacitated to be strong partners in the process. Visits to neighbouring countries that already received Mr. Porter (e.g. Kazakhstan) would be very useful. The goal is that the competitiveness profile and recommendations would be identified based on a participatory, common approach, and not simply received by the GoA.

Either during the Porter process, or independently upon that, the national stakeholders would formulate a vision 2020+10 for Azerbaijan, and derive a strategy to achieve this vision. Two basic approaches could be feasible:

· Mapping approach: Each stakeholder outlines their own ideas –potentially even in form of maps or similar visual means- which are presented to each other stakeholder by the process facilitator. Each stakeholder’s comments will then again be presented to the originator, and so on until a common idea and vision emerges. This approach is generally time consuming and cumbersome but has the advantage that the stakeholders do not need to meet in person, and internal decision processes can easily be followed.

· Workshop approach: In repeated high level retreats, the stakeholders develop their vision in a communicative process. This more classic approach might be faster and has the chance to lead to better results. It requires however that communication and coordination between different governmental authorities is further enhanced.
5 Annual Work Plan

Year: 

	PLANNED ACTIVITIES

List activity results and associated actions 
	Timeframe
	Planned Budget

	
	2011
	2012
	2013
	Amount

	Output 1. Increase capacity of relevant national stakeholders in long term strategic planning.
	
	
	
	

	Activity 1. Core elements of Vision 2020+10 are identified
	X
	X
	X
	10.000

	Activity 2. Policy Brief on Vision is formulated
	X
	
	
	10.000

	Activity 3. Engagement of Mr. Porter as a moderator in the process
	X
	X
	X
	350.000

	
	
	
	
	

	
	
	
	
	

	Output 2. The development and implementation of a clear long term strategy for the non-oil private sector


	
	
	
	

	Activity 1. The organization of 4 high level retreats for the stakeholders to develop their vision in a communicative process.
	
	X
	X
	400.000

	Acitivty 2. Thematic/Sectoral working groups are established and draft background papers
	X
	
	
	100.000

	Activity 3. Formulating the first draft of the Vision
	
	X
	
	20.000

	Activity 4. Formulation of action plan for Implementation
	
	X
	
	10.000

	Activity 5. From long term visioning to mid-term and short term planning, monitoring and evaluation
	
	
	X
	100.000

	TOTAL
	
	
	
	
	
	
	
	1,000.000
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� “Program on Development of Entrepreneurship in Azerbaijan” and “The State program on socio-economic development of the regions” 





�http://en.wikipedia.org/wiki/Systems_thinking


� This facilitator role was especially requested by the MED.





