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1. [bookmark: _Toc157427536]INTRODUCTION AND MAIN OBJECTIVES

The purpose of this consultancy is to:

· Objective #1: Support the UNDP Country Office in North Macedonia in reviewing the relevance and recommending interventions on SDG finance tools and their deployment in the country context that would enable to maximize the development impact of UNDP’s interventions. Strong entry point for this initiative is the preparation of the 20-year National Development Strategy (NDS) and the formulation of the first Action Plan through a co-production process with the national partners.

· Objective #2: Prepare an Assessment of existing and potential financing sources including recommendations that will serve as a basis for preparing the financing framework of the National Development Strategy as well as how innovative SDG aligned financing vehicles could look like in the country context considering the limitations of available capacities within national institutions. It also recommended to identify potential approaches that can contribute to alignment and investment by all stakeholders towards the implementation of the NDS priorities.

· Objective #3: Enable exchange of information on existing initiatives and programmes (from public, private sector, and development partners), as well as enhance and synchronize the financing approaches that would inform recommendations on both NDS and CO portfolio alignment with NDS financing priorities and available SDG finance service offers.

· Objective #4: Co-create and co-deliver at least two one-day training sessions on SDG financing, one in August and another in October 2023, one for the UNDP CO staff and another one to the national stakeholders (institutions and partner institutions involved in the National Development Strategy (NDS) preparation and future implementation).
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2. [bookmark: _Toc157427537]CONTEXT: AN OVERVIEW OF STAKEHOLDERS’ AGENDAS

To streamline the discussion, we structure the contextual analysis around the agendas of three key stakeholders in promoting sustainable development in North Macedonia: (1) the Government; (2) United Nations agencies; and (3) the European Union, represented by the Delegation of the EU. The idea is to provide an overview of the complementarities, synergies, and differences with regard to the type, pace, and sequencing of the reforms. This will serve as an important input in the sections on SDG-ization of the public agenda and maximization of SDG finance.

2.1. [bookmark: _Toc157427538]Government

2.1.1. [bookmark: _Toc157427539]Country’s National Development Strategy 2024-2044

Key priority areas. In its latest draft version, the key priority areas of the National Development Strategy 2023-2043 are (1) demography and social balance; (2) competitive and innovative economy; (3) green and digital transformation; (4) territorial development; (5) governance, and (6) security, safety, and resilience. The cross-cutting perspectives through which development areas are examined - digitalization, social inclusion, gender equality, public finance, etc. - are horizontal themes. This comprehensive strategy is perceived as an umbrella strategy, i.e., the one that would incorporate key priorities in the existing long-term strategies (e.g., the Energy Strategy 2020-40 or the Regional Development Strategy 2021-2031) but will also serve as a guiding light for drafting the new thematic or sector-specific strategies. The success of the forthcoming National Development Strategy (NDS) 2024-2044 will depend on numerous factors and associated risks. We outline only some of them in Table 1.

[bookmark: _Toc157427509]Table 1. Key factors and associated risks
	Factor
	Risks
	Risk level

	Realistic design
	Excessively generalized strategic directions or overly ambitious priorities in the NDS would undermine the success of its implementation.
	

	Institutional capacities
	Lack of institutional capacities (including the failure of inter-institutional coordination) in the government institutions might affect the government ability to implement the NDS.
	

	Ownership
	Lack of ownership by successive governments might be a serious risk. Even when government coalitions are composed of the same political parties their unwillingness to “own” the NDS would result into “one more (unused) document”.
	

	Finance
	Finance is one of the key enablers of the NDS. Insufficient alignment of public and private finance with NDS commitments is an important risk. Inability to mobilize private capital and innovative SDG financing would be a significant risk.
	

	Partnering
	The involvement of key stakeholders (United Nations, European Commission, World Bank, USAID, etc.) is seen as a powerful and crucial catalyst for reforms aiming to foster sustainable development.
Low or ineffective partnering of the Government with the International Development Partners and the Delegation of EU (DEU) might be perceived as a low risk.
	

	European focus
	The acceptance and ownership of the NDS will be stronger, if the strategy is grounded in country’s commitment to European accession.
	

	
	Low level of risk

	
	Moderate level of risk

	
	High level of risk



2.1.2. [bookmark: _Toc157427540]The Growth Acceleration Plan 2022-2026

The Growth Acceleration Plan (GAP) is a medium-term strategic document that consolidates all existing and new plans, initiatives, and allocated funds of the Government of North Macedonia and international development partners for the 2021-2026 period. It could play a key role in boosting jobs and growth in the economy of North Macedonia. The Plan aims to finance the recovery of the economy affected by COVID-19 and to support accelerated and sustainable growth while maintaining fiscal stability by mobilizing capital from the private sector in addition to the funds allocated from the budget and borrowings.

The ultimate goals of the GAP are threefold: (1) to increase investments - to make more efficient use of the publicly funded investment in the amount of EUR 4 billion in the next five years by mobilizing additional EUR 8 billion invested by the private sector and reaching a total of EUR 12 billion; (2) to accelerate growth - to double the rates of medium-term economic growth to 5% annual growth; and (3) to ensure fiscal consolidation - to facilitate the reduction of the public debt below 60% of the country’s GDP in the medium-term. It is important to underline that the Plan also establishes an Implementation Roadmap which defines priorities, steps, and tools in terms of timeline and commitment by the line ministries and other domestic institutions. However, the lack of institutional structure and the lack of a reform champion behind the GAP is perceived as a significant risk for its implementation.

Other important documents to be considered are the UNDP Country Programme Document 2021-2025, the SDG Financing landscape in North Macedonia (2021); the Public Finance Management Reform 2022-2025, the Economic Reform Programme 2023-2025, the Fiscal Strategy document as well as other relevant national and local policies and plans.

2.2. [bookmark: _Toc157427541]United Nations

2.2.1. [bookmark: _Toc157427542]The UNDP Strategic Plan 2022-2025 and the SDG Finance Offer

The Strategic Plan 2022-2025 of the United Nations Development Programme (UNDP) introduces the evolution of #NextGenUNDP into #FutureSmartUNDP. Among numerous recommendations, it calls for seizing the opportunity for a decisive push towards the Sustainable Development Goals (SDGs) and applying integrated approaches aimed at transformative change. To maximize the development impact, the Plan is summarized by a “3 x 6 x 3” framework, in which:
· 3 directions of change (structural transformation, leaving no-one behind, and building resilience) are pursued by
· 6 signature solutions (poverty and inequality, governance, resilience, environment, energy, and gender equality), and powered by
· 3 enablers (digitalisation, strategic innovation, and development financing).

As mentioned in UNDP Strategic Plan 2022-2025, the general objective (impact) is to promote over USD 1 trillion public expenditure and private capital investment in the SDGs during the 2022-2025 period. There are also important cross-cutting strategies adopted by UNDP worldwide such as the Gender Equality Strategy 2022-2025, which explore more in detail the signature solutions. 

[bookmark: _Toc157427576]Figure 1. The UNDP Strategic Plan Illustrated
[image: ]


In turn, the SDG finance offer – largely promoted through the SDG finance academy – consists of the following four pillars (aside from the SDG finance academy):


2.2.2. [bookmark: _Toc157427543]The Sustainable Development Cooperation Framework

The 2021‐2025 United Nations Sustainable Development Cooperation Framework (SDCF) is a key strategic document guiding the work of the UN System in the Republic of North Macedonia, developed in close partnership with the Government of the Republic of North Macedonia and other stakeholders. The SDCF outlines the UN’s commitment to support the country in achieving the 2030 Agenda for SDGs. The SDCF is based on the national development priorities and strategies and is aligned with the UN’s global priorities. Recognising that EU membership is a key national priority, SDCF strives to ensure full alignment with the EU accession process. This includes providing support to the government in the areas of policy development, capacity building, and technical assistance. SDCF works closely with the government to ensure that the country meets the requirements for EU accession, including the adoption of EU legislation and standards.

Other important documents to be considered are the UNDP Country Programme Document 2021-2025, the SDG Financing landscape in North Macedonia (2021) and the Innovative Mechanisms and Tools for Financing Strategic Documents.

2.3. [bookmark: _Toc157427544]The European Union

[bookmark: _Toc157427545]2.3.1. The EU Accession Process: Six Clusters and 33 Chapters
On 15 September 2022, the European Commission resumed the screening process with Albania and North Macedonia. In light of country’s prospective EU membership, the six thematic clusters (areas) should also be taken into consideration: (1) fundamentals; (2) internal market; (3) competitiveness and inclusive growth; (4) green agenda and sustainable connectivity; (5) resources, agriculture, and cohesion; and (6) External relations. It is a roadmap for upgrading institutional and administrative capacities, which of course, holds strong transformative power for further democratic consolidation and structural reforms.

The EU accession agenda focuses on regional economic integration, harmonization of regulations and policies, and adherence to EU standards and regulations and entails accepting and implementing EU laws, regulations, and policies. It is based on conditionalities with a reward system (net financial benefit) for new EU member countries with lower income per capita.

2.4. [bookmark: _Toc157427546]Complementarities, synergies, and differences

Complementarity of the UN 2030 agenda, government reforms, and the European accession. There is a high degree of complementarity of the agendas of the Government of North Macedonia, the UNDP Country Office (CO) and the EU integration efforts. Recommended policies and reforms are geared towards accelerated, inclusive, and sustainable development. As highlighted by a machine learning analysis of the key strategic documents for the country, the key SDGs are related to the increasing the institutional capacities, creating an enabling environment for decent work and economic growth, more balanced territorial development, and reducing inequalities (Figure 2).

[bookmark: _Toc157427577]Figure 2. The importance of different SDGs in key strategic documents
[image: A colorful circles with white text
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Source: SDG push diagnostics (July 2023).

Different systems of conditionality and reforms. The EU accession is a merit-based process, characterized by conditionality and financial rewards (pre-accession funds during the EU accession stage and structural and cohesive funds for the less developed EU member states). The UN 2030 agenda has no conditionality attached. Its reward system is not expressed as a financial contribution, but rather as an accelerating progress along all dimensions of human development. The financial, technical, and logistics support by the UN agencies is largely perceived as a welcomed complement (addition) to the pool of resources channelled towards the EU integration.

Different preferences could emerge in terms of pace and sequencing of the reforms in various priority areas. Governments are usually more interested in immediate results eyeing on the next elections, whereas many reforms require time, persistence, and long-term commitment beyond election cycles. For instance, building a railway connecting North Macedonia and Bulgaria takes more than 30 years as none of the governments saw immediate benefits. Still, the reform agendas of the UNDP CO in Skopje and the Government of North Macedonia can be considered as highly complementary and mutually reinforcing. 

[bookmark: _Hlk146559809][bookmark: _Hlk146560126]Intertwining the SDGs into the EU accession agenda. The UNDP CO must acknowledge the national and government commitment to and focus on the country’s EU integration. The government and the general public are more inclined to see the progress across the EU negotiating chapters and through the lenses of the EU accession process. Needless to say, the progress will also be reflected in higher degree of attainment of the Sustainable Development Goals (SDGs). To maximize the public awareness and the progress towards the 2030 UN Agenda for Sustainable Development, UNDP CO should link its activities by emphasizing the complementarities and synergies with the European integration agenda (Figure 3). This process can be enabled by highlighting the complementarities between the 2030 UN Agenda for Sustainable Development and the EU negotiating chapters. Even concordance tables can be derived between the SDGs and the EU chapters to ensure that SDG financing is also aligned with the EU accession agenda (Figure 3). For example, Chapter 19 of the EC Progress Report is mostly linked to SDG #8 Decent work and economic growth, SDG #1 No Poverty, SDG #10 Reduced inequalities, SDG #5 Gender equality and women’s empowerment, and to a lesser extent to SDG #3 Good health and well-being. This exercise is needed as the authorities tend to be more attentive and responsive to the EU integration process, which itself is highly compatible and synergetic with the UN 2030 Agenda for Sustainable Development.

To ensure credibility of the established interlinkages, it is highly advisable to verify these findings and complement the analysis with an expert judgement exercise, by surveying professionals in various fields by mapping the relevant SDGs. This second stage of the process will be initiated once the new EC progress report for 2023 is published in mid-October 2023.

Competitive advantages of the UN 2030 agenda. It is fair to underscore that the EU accession does not cover in depth all aspects of sustainable development. The EU integration process is not very elaborate on education and health, key components of the human capital, which in turn, is a key enabler of the sustainable development. For comparison, SDG #3 is solely devoted to good health and well-being and SDG#4 is devoted to quality education. Education and health are largely considered the responsibility of individual member states rather than EU-level competencies. Each member state has the autonomy to design and implement its policies based on its national needs and priorities. However, while education and health may not be directly covered in the EU accession, EU candidate countries are encouraged to align their education and health systems with EU policies and standards as part of the broader harmonization and approximation process. These are clear competitive advantages of the UN 2030 agenda. Unlike the EU integration’s focus on institutional and administrative capacities, the UN 2030 Agenda for Sustainable Development is human development centred.

[bookmark: _Toc157427578]

Figure 3. Interlinkages between EU negotiating chapters and SDGs
[image: ]
Note: Based on annual EC progress reports for North Macedonia for 2017-2023. Source: Text analysis tool designed by the European Commission (accessed in November 2023).


Having in mind the complementarities, synergies, and differences in the agendas of the key development stakeholders in North Macedonia, in the next section we will analyse the existing obstacles for increasing SDG finance and scaling up SDG-related investment.


3. [bookmark: _Toc157427547]OBSTACLES FOR IMPLEMENTING SDG FINANCE APPROACHES

Key obstacles in implementing SDG finance approaches. A survey of key stakeholders (2022) identifies several key obstacles for implementing SDG finance approaches. As presented in Figure 4, the top five obstacles are: (1) lack of expertise and skills among public administration and other stakeholders; (2) lack of financial resources; (3) SDGs are not priority for stakeholders; (4) lack of understanding of concepts; and (5) lack of dedicated human resources.

[bookmark: _Toc157427579]Figure 4. Obstacles for implementing SDG finance approaches.

Note: The relevant question was: “In your opinion, what are the internal challenges that the Country Office faces in operationalization of SDG finance approaches and tools? (Select all that apply)”. Multiple responses are allowed. Source: Survey of key stakeholders (2022).

Let us refer to the nature of the obstacles and suggest possible remedies.
(1) Lack of expertise and skills of the public administration. There are still public administration employees who equate the Millennium Development Goals (expired in December 2015) with the Sustainable Development Goals (introduced in January 2016).[footnoteRef:1] There is not a sufficient awareness of the SDGs, let alone the SDG structure: goals, targets, and indicators. This problem arises from the lack of pressure from the upper levels of the administrative hierarchy to monitor the progress and commit to the attainment of SDGs. The other explanation is linked to the lack of data from the State Statistical Office regarding the targets and indicators for the SDGs. As a consequence, only a small group of public administration employees has the required expertise or skills to understand SDGs as well as design and apply SDG finance tools. [1:  When scheduling a coordination meeting between the UNDP team and one key institution, the contact person required an explanation what the Sustainable Development Goals are.] 

(2) Lack of financial resources. Authorities have learnt over the independent economic history that a large portion of development finance under concessional (favourable) terms comes from the International Monetary Fund (IMF), the World Bank Group, and more recently, the European Commission. The World Bank Group, the IMF, the European Investment Bank, the European Bank for Reconstruction and Development provide large-scale lending that either reduces the budget deficit or finances the budget deficit. Therefore, the focus of development cooperation is with these providers of large-scale finance. These official creditors have their own agendas that are not explicitly linked to SDGs, even though they contribute to the attainment of SDGs. UN agencies provide support, mainly in the form of grants, technical support, and expertise. To summarize, due to a much smaller financial envelope, the UN agencies have a limited capacity to draw policy attention to the 2030 UN Agenda for Sustainable Development.

[bookmark: _Toc157427501]Box 1. Is 2030 coming too soon?

It seems that many governments would find themselves surprised that many sustainable development goals are not attainable by 2030. While leaving the SDG targets as they are could be useful to put more pressure on governments, a new global approach by the United Nations is highly advisable. A promotion of a new deadline and a redefined new agenda (such as UN 2040 Agenda for Sustainable Development) is one possibility. Another possibility, which carries significant reputational risks, is to revise some of the targets downwards. This will be a clear sign of a retreat. It will be “justified” by the complaints about the overly ambitious previously designed targets, lack of commitment by governments, negative spillover effects from polluting neighbouring economies, etc. This sense of urgency is also convincingly conveyed in the SDG Progress Report (2023): “It is time to sound the alarm. At the midpoint on our way to 2030, the Sustainable Development Goals are in deep trouble. An assessment of the around 140 targets for which trend data is available shows that about half of these targets are moderately or severely off track; and over 30 per cent have either seen no movement or regressed below the 2015 baseline.” (Source: SDG Progress Report (2023), p. 4).

[bookmark: _Toc157427580]Figure 5. Progress assessment for the 17 Goals based on assessed targets, 2023 or latest data (percentage)
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Source: SDG Progress Report (2023, p. 8).

(3) SDGs are not a priority for stakeholders. This is one of the most serious obstacles for promoting the SDG agenda. The stakeholders include domestic and international stakeholders from public and private sectors. SDGs may not fully align with EU  chapters of the acquis communautaire, but it is not the only criteria. We shall also consider the alignment with business operations and investments. Even though without attached conditions, the UN 2030 Agenda for Sustainable Development is also focusing policymakers’ attention on country’s long-term commitments for improving the quality of life of its citizens. About 65 percent, nearly two-thirds of the SDG targets (109 of 169 targets), have a strong link with the chapters of the acquis communautaire.  Strong linkage for 65% of the SDGs is a good sign. Therefore, it is worthwhile to rebrand SDGs for different audiences and emphasis on the synergy with their strategies. SDGs are not considered an urgent priority, because there are no conditions attached, nor are there enough zeros in the amounts of financial support. The irony is that the development loans from other International Financial Institutions (including the European Commission) are highly supportive to the attainment of SDGs. The downside is that around 35% of the targets are not explicitly aligned with the acquis communautaire. 

(4) Lack of understanding of concepts. This obstacle is a symptom of deeply rooted problems associated with the previous three obstacles. The EU negotiating chapters and clusters of chapters are well understood, because there are strong incentives (occasional grant support from the European Commission – €80 and €100 million) and a final reward (prospective EU membership). There is no obvious financial reward for the attainment of the SDGs, whereas the penalty of not addressing the SDGs is to be included on the “name and shame” list of countries that failed to fulfil some of the SDGs. In such environment, there are low incentives to understand the SDGs and SDG finance concepts. However, if SDGs and SDG Finance are better understood, then the government will recognize the long-term benefits of economic growth, societal development, and environmental sustainability. This is supposed to yield large-scale financial reward for the long-term.

(5) Lack of dedicated human resources. As a consequence of the previous four obstacles, there are not many functional SDG taskforces or SDG-linked divisions or working groups across the national institutions.

To summarize, all roads lead to insufficient institutional capacities and lack of policy attention to SDGs. As Box 2 demonstrates, the progress along the six dimensions of good governance (rule of law, political stability, regulatory quality, control of corruption, voice and accountability, and government effectiveness) is positively correlated with the progress in attaining the SDG targets. Put differently, the better the governance, the higher the likelihood of attaining the SDG targets. 




[bookmark: _Toc157427502]Box 2. What Drives the Progress in Achieving the SDGs?

Good governance and strong institutional capacities are crucial for developing and implementing strategies and policies that align with the SDGs. Institutions need to have the capacity to analyse the interlinkages between different goals, set targets, and formulate strategies to achieve them. They should also be able to integrate the SDGs into national or organizational development plans and ensure coordination across various sectors and stakeholders. As presented in Figure 5, the progress in achieving SDG targets is positively correlated with all six indicators of good governance: Rule of Law, Political Stability, Regulatory Quality, Control of Corruption, Voice and Accountability, and Government Effectiveness.


[bookmark: _Toc157427581]Figure 6. Progress in Achieving the SDG Targets and Good Governance Indicators (EU-27 and Western Balkans, 2018-2022)
	Panel A. SDG progress and Rule of Law
	Panel B. SDG progress and Political Stability
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	Panel C. SDG progress and Regulatory Quality
	Panel D. SDG progress and Control of Corruption
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	Panel E. SDG progress and Voice and Accountability
	Panel F. SDG progress and Government Effectiveness
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Source: World Bank Group and UNDP (2023).

The noted obstacles indicate that before increasing SDG finance for stronger development achievements (the so-called “SDG Push”), there has to be SDG Awareness Push. Many stakeholders need to be more aware of the benefits of the UN 2030 Agenda for Sustainable Development and its high complementarity with the EU integration process. For this reason, in the next section we offer an ambitious agenda for SDG Awareness Push and SDG-ization of the public agenda. By increasing the agenda-setting power, the UN agencies would refocus the public attention to the importance of the SDGs.

4. [bookmark: _Toc157427548]SDG-IZATION OF THE PUBLIC AGENDA (SDG AWARENESS PUSH)

4.1. [bookmark: _Toc157427549]SDGs and the General Public as an Ally

Establishment of SDG coalition or SDG network. The establishment of SDG coalition or SDG network – as is the case in Scotland, for example – will create a powerful open coalition committed to achieving the UN Sustainable Development Goals (SDGs) and promoting the SDG push. An online registration form for NGOs, businesses, research institutions, individuals, and other interested organizations will promote active membership. Some SDG networks also create a discussion forum and links to the National Development Strategy and other important documents. Public promotion of the SDG coalition – once a milestone is reached (e.g., 500 members) – would be a powerful message for the authorities and all other stakeholders. 
[image: A group of people holding signs
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Raising the public awareness through campaigns. UNDP should develop awareness campaigns that highlight the SDGs and their relevance to people’s lives. It is highly recommended to continue with the various communication channels such as social media, television, radio, and print media to reach a wider audience. Some countries also collaborate with influencers, celebrities, and opinion leaders to strengthen their message and engage more people. For example, ActNow is the United Nations recent campaign to inspire people to act for the Sustainable Development Goals. Speaking even more specifically, a specially designed application on AppStore and Google Play enables a unique personal carbon footprint calculator for interested individuals. For illustration, Guatemala (TAP-UNDP, 2020) and Serbia (VNR, 2019) organized post-Voluntary National Review (VNR) workshops, 

Utilizing digital platforms. UNDP must continue to leverage the power of digital platforms to reach a broader audience, by creating engaging content, videos, infographics, and interactive tools that explain the SDGs and encourage people to act. Utilizing social media platforms, websites, and online communities to share information, success stories, and inspire people to contribute. Even a short SDG online quiz for elementary or high school students – with symbolic awards – can be helpful.

Promote SDG-responsible individuals by giving SDG awards. UNDP should emphasize influential and socially responsible individuals that contribute to the SDGs through individual actions. Globally, there is SDG Action Awards – SDG Action Awards to take as a guiding example. They can provide practical tips and suggestions on how individuals can make a positive impact in their daily lives, such as reducing waste, conserving energy, supporting local businesses, and volunteering. Just for an example, Mr. Borce Stamenov enthusiastically maintains a platform “Donate a computer”, which helps him collect second-hand computers, repair them, and donate them to children from low-income households. He humbly serves as an honest broker between donors of second-hand laptops and desktop computers and children or vulnerable households in need.

Promotion of Green, Social, Environmental, and other SDG-linked bonds. UNDP can and should support the promotion of future issuances of green, social, environmental, or broad SDG-linked bonds to the general audience. These financial instruments must be clearly linked to the attainment of the SDGs to preserve the credibility of the UN system of agencies.

4.2. [bookmark: _Toc157427550]The Government as the Main Partner and Ally

Voluntary Local Review (VLRs). The UNDP Country Office could initiate and possible organize Voluntary National Review for assessment of the progress in attaining SDGs. It is also highly advisable to initiate and organize Voluntary Local Reviews in pilot municipalities (e.g., Kavadarci, Kumanovo, Gostivar) to analyse local SDG-aligned budgets and results. The idea is to explore to what extent local budgets are aligned with the SDGs, which SDGs are more addressed and where are the largest gaps.
[bookmark: _Hlk137637268]
SDG budget tagging. A manual for tagging local government expenditure would enable local governments’ budget administration to tag the budget code for each goal and indicator at the local level. This will improve the monitoring frameworks for SDG-aligned budgets and final budget statements. UN agencies - or UNDP in particular - should sign a memorandum with the Ministry of Finance to introduce SDG budgeting and budget reporting.

SDG-aligned audit of national and local budgets. Either together with the State Audit Office (SAO) or independently, a team of UNDP experts could perform SDG-aligned audit of the national budget and local budgets of pilot (selected) municipalities.

 “Local 2030” Platform for localization of SDGs. In few pilot municipalities, UNDP would support preparation of new, or revision of existing Local Economic Development strategies to ensure they are better aligned with SDGs.

Local level SDG Investment Forums. Few municipalities having a free economic zone on their territory (e.g., the municipality of Ilinden, Tetovo, and Štip) could organize a local level SDG investment forum. It would provide an opportunity to the private sector to learn about investment-ready areas aligned with local government priorities and SDGs. The SDG investor forums should be linked with UNDP SDG Investor Map which identifies Investment Opportunity Areas (IOAs). For example, in Serbia, the Sustainable Investment Forum also integrated the launch of their map. In the second stage, many other municipalities could also join the initiative.

4.3. [bookmark: _Toc157427551]SDGs and the Public Administration as an Ally

Raising awareness through workshops for public administration employees. UN agencies should organize several workshops throughout the year for explaining SDGs, targets, and indicators, as well as SDG finance and approaches to public administration employees. Their relevance will be more understood, when connected with the EU accession agenda and the EU negotiating chapters. Using the existing administrative structure for the EU’s Instrument for Pre-Accession (IPA) for coordinating the fulfilment of the UN 2030 Agenda for Sustainable Development is one viable possibility.

Appointing SDG ambassadors in key ministries (institutions). Designation of SDG contact persons (SDG ambassadors) and their deputies in key line ministries that would be responsible for contacts with the UN agencies, for monitoring and reporting the progress in the attainment of SDGs and proposing SDG finance approaches. This network of SGD officers (public administration employees) should be regularly trained and invited to workshops either abroad or in the country. Special remuneration (30% above the paygrade) by their superiors in line with the provisions of the Law on Public Sector Employees could encourage more active participation and devotion to the UN 2030 Sustainable Development agenda.

4.4. [bookmark: _Toc157427552]The Private Sector as an Ally: ESG, SDGs, or Both?

ESG, SDGs, or Both? It is somewhat frustrating that private businesses in North Macedonia are more aware of the ESG framework than of the UN 2030 Agenda. The ESG (Environmental, Social, and Governance) framework is primarily used by businesses to assess and manage environmental, social, and governance risks and opportunities. It primarily targets businesses, investors, and financial institutions, by providing them with a framework to evaluate and integrate sustainability considerations into their decision-making processes. It involves voluntary reporting and disclosure by companies and financial institutions. The ESG framework aims to enhance transparency and accountability regarding their sustainability performance. We believe that it is responsibility of the United Nations’ global leadership to organize the integration of the ESG framework into the SDG Framework. In the meantime, the ESG framework must be welcomed as complementary and impactful in accelerating the progress towards the attainment of the SDG targets. It is important to highlight that the UNDP Sustainable Finance Hub works on Impact Standard (SDG Impact as elaborated in the first bullet point below) and Impact Management which complements ESG. While ESG Standard gives external incentives for companies to take social and environmental responsibilities, Impact Measurement and Management framework emphasizes the internal drive to enhance business performance through the alignment with SDGs.
There are several notable UNDP-led initiatives at global scale that are examples of successful collaboration between UNDP and the private sector:
· Sustainable Development Goals Impact Initiative (SDG Impact) - UNDP partnered with SAP, a technology company, to create the SDG Impact initiative. The initiative focuses on promoting data-driven decision-making, fostering innovation, and building capacity for sustainable development.
· SDG Philanthropy Platform is a collaboration between UNDP, Foundation Center, and Rockefeller Philanthropy Advisors. The platform provides resources, knowledge-sharing platforms, and other services to foster effective collaborations between philanthropy and development actors.
· Business Call to Action (BCtA) - an initiative led by UNDP that encourages companies to develop inclusive business models that contribute to the achievement of the SDGs.  The case studies of BCtA will be transferred to UNDP SFH shortly and this initiative will be shut down.
· Sustainable Energy for All (SEforALL) initiative is led by UNDP. It aims to promote universal access to affordable, reliable, and sustainable energy. 
· Climate Promise is a partnership between UNDP and several companies to support countries in enhancing their climate commitments under the Paris Agreement.
Business Partnerships and Innovative Solutions for SDGs. Even small contributions in terms of finance or technical expertise by the UNDP Country Office could stimulate private sector to focus more on sustainable development. Some examples from the neighbourhood could be inspiring:

	Project
	Brief description

	No Species Dies Alone
	The environmental project of Telekom Srbija “No Species Dies Alone” has been declared one of the best projects of this year’s competition “Champions of Sustainability“. This recognition is awarded to companies that aligned their business operations and sustainability strategies with the Sustainable Development Goals.

	Plate by Plate
	First digital platform for food donation in Serbia.

	Reduce Garbage for Collective Health 
	In addition to putting to use waste from restaurants and hotels that would otherwise end up in garbage cans, is working to train staff who work with food on how to dispose of this waste properly, so that as much usable energy as possible can be yielded during processing.

	Zero waste
	The use of bio-pellet improves the effect of reducing greenhouse gas (GHG) emissions, thus mitigating the effects of climate change.

	Liquid 3
	The first urban photo-bioreactor in Serbia, "LIQUID 3", has been placed in front of the Municipality of Stari Grad in Belgrade. This "liquid tree", as it is called at the “Institute for Multidisciplinary Research” of the University of Belgrade, where it was designed, is a completely new biotechnological solution for air purification and reduction of carbon dioxide (CO2) emissions in urban areas.

	ASA Group (ASA Prevent)
	Prevent Group, a leading Bosnian company in the automotive industry, has integrated sustainability into its business practices and has aligned the activities with the SDGs. ASA Group focuses on responsible production and consumption (SDG #12) by implementing sustainable manufacturing processes, waste reduction measures, and environmentally friendly technologies.

	Bingo
	This retail company in Bosnia and Herzegovina has taken steps to promote responsible consumption and production (SDG #12) by implementing sustainable practices in its operations, by focusing on reducing food waste, promoting sustainable packaging, and supporting local suppliers and products.


Note: More info on each project through the hyperlink in the project name.

SDG Investor Maps and SDG Investment Platforms. North Macedonia is not yet part of the SDG Investor Map and the SDG Investor Platform. The SDG Investor Map provides insights into sectors and industries where investments can have a significant impact on sustainable development. It identifies specific investment opportunities aligned with the SDGs, considering the local context and development priorities of each country. The map highlights sectors such as renewable energy, sustainable agriculture, affordable housing, healthcare, education, and infrastructure, among others. The purpose of the SDG Investor Map is to bridge the gap between investors and sustainable development projects. It helps investors identify and assess investment opportunities that align with their values and objectives. Simultaneously, it supports countries in attracting private sector investments that contribute to achieving the SDGs and advancing sustainable development.

Annual SDG Business Award. UNDP Country Office in North Macedonia could give an annual SDG Business Award for the most SDG-responsible companies. It should be competition- and merit-based.

Reducing gender inequalities in business. In North Macedonia, the EBRD-led Women in Business programme is available through NLB Banka and Sparkasse Bank. Advisory services under the programme are supported by donor funds from governments of Sweden and Luxembourg. The UNDP Country Office could join the programme with certain funding and support female entrepreneurs.

4.5. [bookmark: _Toc157427553]The Untapped Potential of the Non-Governmental Sector

The Civil Society Organizations as Backbone of the SDG network. It is also highly advisable to establish an SDG coalition by partnering with civil society organizations, NGOs, and community groups that are already working towards specific SDGs. The joint work on campaigns, events, and initiatives to leverage their expertise, networks, and grassroots reach would be beneficial for securing a more prominent place for the SDGs in the public discourse.

4.6. [bookmark: _Toc157427554]The Academia as an Ally

Appointing SDG ambassadors in the academia. Designation of SDG contact persons (“SDG ambassadors”) in the academia is also a good strategy. They will be responsible and privileged to organize workshops or conferences related to the attainment of SDGs. Students can become key stakeholders in achieving the SDGs. Engaging with universities and institutes to integrate the SDGs into curricula and promote awareness among students would facilitate the SDG-ization of the public agenda. At the moment, there is no university partnering with the UNDP. Student-led initiatives, competitions, and events focused on the SDGs to foster their active participation.

SDG impact ranking of universities. Times Higher Education complies a separate list of SDG-friendly universities. The ranking provides a comprehensive and balanced comparison across four broad areas: research, stewardship, outreach, and teaching. UNDP should initiate SDG impact ranking of one or two largest and highest ranked universities, already ranked on the competing Academic Ranking of World Universities (ARWU) by the Shanghai Jiao Tong University. Based on the recommendations of this report, initiation meeting has been proposed between the UNDP team and the Ss. Cyril and Methodius University in Skopje.

Organizing SDG-related conference in the academia. UNDP could support conferences, workshops, or symposia that specifically focus on the SDGs. These events would provide a platform for researchers, experts, and students to share knowledge, present their work, and discuss innovative approaches to achieving the SDGs.

Fostering research on the SDGs. UNDP could also encourage faculty members and researchers to conduct research that contributes to the understanding and achievement of the SDGs. For example, by providing symbolic financial support through funding and collaboration with UN(DP) experts in policy-oriented research projects that address sustainable development challenges. Promoting interdisciplinary research collaborations between domestic and foreign universities to tackle complex sustainability issues is also a viable option.

4.7. [bookmark: _Toc157427555]The European Union as a Partner

Tying the UN 2030 with the EU accession agenda. SDGs may not become a high policy priority in near future, but tying the SDGs to the European accession agenda will effectively make them a de facto high priority. If each reporting related to the EU accession process is also linked to the attainment of SDGs, the accelerated progress towards SDGs will emerge as a complementary success. This could be done by SDG analysis of EU reports or a compulsory section on the SDGs in all important and relevant documents produced by the Delegation of the European Union in North Macedonia.

Joint promotion. Reaching a mutual understanding – and possibly a Memorandum of Understanding (MoU) – for referring to the SDGs in the EC progress reports and other important EU-related documents, such as the three-year Economic Reform Programme, would increase the public awareness about the SDGs.

5. [bookmark: _Toc157427556][bookmark: _Hlk150926141]MAXIMIZING SDG FINANCE: DESIGNING AN OPTIMAL, FEASIBLE, AND SUSTAINABLE FINANCE PORTFOLIO

	
	“The SDGs provide a historic moment for companies to take society’s challenges and leverage them as opportunities to enhance business growth and long-term competitiveness.”
EY (2017)



[bookmark: _Hlk150094940]Maximizing SDG finance, maximizing development finance, or the “SDG Push” are different perspectives on the concerted efforts of development partners (governments, International Financial Institutions, NGOs, businesses, etc.) to scale up SDG investment and achieve higher development outcomes. Existing mechanisms and instruments of financing of SDGs have generally been found to be insufficient to promote higher attainment of the SDGs.

We can divide the SDG finance tools into two broad groups: (1) conventional (such as taxes, subsidies, grants, Eurobonds, etc.) and (2) innovative: SDG bonds, green bonds, innovative taxes, etc. Although conventional SDG finance tools will continue to provide a major portion of development finance, the role of innovative SDG finance tools will become increasingly important. Innovative instruments for financing sustainable development apply to both the public and private sectors. They include many stakeholders: the public and private sectors, the civil sector, the academic community, independent researchers, and social innovators, etc.). For a more comprehensive and in depth overview of the conventional and innovative mechanisms, instruments, and sources of SDG finance, we refer to the UNDP study titled Innovative Mechanisms and Tools for Financing Strategic Documents. Before presenting the various new financing mechanisms and instruments for maximizing SDG finance, we elaborate the national contribution to the One Trillion Dollar Moonshot target.

5.1. [bookmark: _Toc157427557]National Contribution to the Trillion Dollar Moonshot

[bookmark: _Hlk150095170]UNDP cooperates with numerous stakeholders to create a sustainable finance architecture. It has called on its partners to join UNDP in its USD 1 trillion ‘Moonshot’ target to help mobilise public and private sector resources towards the SDGs. The Moonshot Target for expansion of resources devoted to higher attainment of SDGs is timely, ambitious, and realistic. However, it requires concerted efforts from the entire ecosystem of public and private finance in implementing ways and investing resources towards SDGs during 2023-2025.
Simple arithmetic. A very simply and indicative share of the North Macedonia’s contribution to the 1 trillion Moonshot target is to calculate the share of country’s GDP in the global GDP. The economy of North Macedonia is only 0.03% of the world GDP, which implies additional USD 300 million for three years (2023, 2024 and 2025), or on average USD 100 million per annum. However, given that the percentage of SDG targets achieved or on track is smaller than the more advanced European economies (Figure 7), the economy must devote more resources. 
[bookmark: _Toc157427582]Figure 7. Status of SDG targets by Europe sub-region (percent trend indicators)
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Source: Europe: Sustainable Development Report (2022).

Ambitious, but realistic target. A more meaningful approach to calculate the national contribution to the Moonshot target by following (1) the Macroeconomic Framework agreed between the Government and the International Monetary Fund within the Precautionary and Liquidity Line (PLL) and (2) the draft Guidance Note for Country Offices on the UNDP US$1 trillion Moonshot (Including establishing a moonshot and supporting tracking and reporting). CO has mapped out the project-specific finances that can be integrated into the calculation. 
The UNDP CO as an active development partner has already contacted the Ministry of Finance to aid in developing a separate module on Sustainable Development Goals’ (SDGs) budget tagging and reporting. The SDG budget reporting module that will track the allocation of budgetary resources towards the attainment of the UN 2030 Agenda for Sustainable Development and the sustainable development Goals and Targets. This is an important tool to prioritize and maximize public finance for sustainable development.
[bookmark: _Toc157427510]Table 2. Better SDG Alignment and Leverage (in USD Billion)
	Better SDG Alignment and Leverage
	Implicit Average Annual amount (in USD billion)
	Three-year amount (in USD billion)

	Better SDG Alignment: Generating enhanced impact of existing sources of public and private finance for the SDGs
	
	

	  Public finance (public expenditure aligned with SDGs)
	0.833
	2.500

	  Private capital
	0.090
	0.270

	Leverage – Generating new resources of public and private finance for the SDGs
	
	

	  Public finance
	0.120
	0.360

	  Private capital (scaling up SDG-aligned investment)
	0.247
	0.740

	Total:
		1.290
	3.870



To conclude, the least North Macedonia could do to scale up SDG investment and increase SDG finance in 2023-2025 is to devote additional USD 3.9 Billion of SDG-aligned public and private resources.

5.2. [bookmark: _Toc157427558]Domestic Public Sources (Public Finance)

5.2.1. [bookmark: _Toc157427559]Tax4SDGs

Taxation is at the heart of the social contract and widely considered as a social super-power. Taxes provide a tool for tackling socio-economic inequalities through redistribution policies, addressing the large infrastructure needs, supporting the green and digital transformation, improving the quality of human capital, reducing gender inequality, etc. There is an array of newly taxes that can speed up the progress towards SDGs, in addition to their favourable fiscal effect. In a nutshell, modern governments increasingly align tax and fiscal policies with the SDGs. We focus on innovative tax instruments and tax administration capacities.
Tax4SDGs
Many academics and some of the IFIs have explicitly advocated for progressive taxation mostly of personal income (e.g., Stiglitz, 2023) and – to a lesser degree – of corporate income (e.g., Varoufakis, 2023). Progressive taxation has both a higher revenue mobilization potential and a stronger element of fairness, although the latter is a somewhat controversial and normative topic. Varoufakis (2023) argues for introducing progressive corporate tax to combat “the highly professional industry for tax evasion”, whereas Payne (2023) supports an appeal to patriotic millionaires. The global programme “Tax Inspectors without Borders” led by OECD and UNDP also provides a valuable initiative for increased domestic revenue mobilization.
The carbon tax is another innovative, non-traditional tax imposed on users of carbon fuels to compensate for environmental degradation. The carbon content of every fossil fuel, from lignite to heating oil and natural gas, is almost precisely established. A carbon tax would therefore impose a greater burden on the use of coal compared to the use of natural gas. A carbon tax is a direct tax levied on large industrial corporations for greenhouse gas emissions in order to encourage them to move towards cleaner and more efficient production. The carbon tax in Europe is applied by Sweden, Denmark, the United Kingdom, and the EU itself. The European Union's “carbon tax” is essentially the EU’s Emissions Trading System. The entry into the EU also implies participation in the EU emissions trading system. The Energy Tax Directive will be reformed to improve incentives for switching fuel, and a Carbon Border Adjustment Mechanism (CBAM) will impose a fee on the carbon content (World Bank, 2023).
Health (or ‘sin’) taxes are a group of excise taxes that have a direct impact on people’s health, by reducing the consumption of health-harming goods and by altering the producer behaviour. UNDP not only provides support in designing effective ‘health taxes’, but also on addressing illicit trade and tax evasion locally, particularly in terms of improved tax administration. This is entirely aligned with health-related SDGs, in particular, SDG #3 and Universal Health Coverage efforts. Although consumption of alcoholic drinks is well below the EU average and the Western Balkan peer countries, it requires vigilant approach by tax policymakers.
Higher excise taxes on tobacco products. North Macedonia is among the countries in the World Health Organization (WHO) European Region with the highest prevalence of tobacco smoking. According to a new Behavioural and Cultural Insights (BCI) survey, almost half of the adult population (45.4%) are regular tobacco smokers, 70% of whom took up the habit before the age of 21 (WHO, 2023). It is shocking that “only 17% of the population believe that the citizens disapprove of smoking”. It is not surprising therefore that tobacco taxation is seen as one of the priority policy measures worldwide. The country needs a very aggressive plan for scaling up excise taxes on tobacco products and alcoholic beverages. This must be accompanied by a fierce fight against illicit trade and tax evasion, which is easier said than done.
[bookmark: _Int_9T8c7Qo7][bookmark: _Int_J4rOftrB]Tax on Sugar Sweetened Beverages (SSB) and products with a high sugar content (the so-called “Sugar Tax”). Belgium, Finland, France, Hungary, Ireland, Latvia, Monaco, Norway, and Portugal are among the first EU members which have already introduced a tax on sugar sweetened beverages. The idea is to discourage the consumption of beverages, the continuous consumption of which almost inevitably leads to poor health outcomes, such as diabetes and obesity (e.g., UNDP Tax4SDGs Initiative Offer on Taxation and Health, 2023). For illustration, when the United Kingdom introduced a SSB tax in 2017, the producer behaviour changed. The production was refocused to newly produced goods containing sugar just below the tax threshold.
The first two innovative approaches to taxation are closely aligned with the UNDP Tax4SDGs initiative. They call for a national health tax reform strategy, aligned with the SDG Taxation Framework, which would provide both financing and better attainment of SDGs.
Tax on financial transactions. This tax is recommended for certain types of transactions, such as the purchase of stocks and bonds. The Financial transaction tax is applied in Spain, France, Great Britain, Belgium, Switzerland, Poland, Finland, and Italy. For example, Italy imposes a tax on financial transactions of 0.1% and 0.2%, financial investments in stocks and shares, and the purchase of financial derivatives. Spain imposes a 0.2% financial transaction tax on the purchase of shares in companies whose market capitalization exceeds EUR 1 billion. 
Digital Services Tax (Digital Taxation). According to the current system of taxation of digital services, multinational companies pay profit tax at the location of production, but not where the consumers of digital services are located. The principle of taxation of digital services according to the location of consumers is incorporated in Pillar One of the initiatives by the Organization for Economic Cooperation and Development (OECD), which is coordinated in 130 countries. By the end of 2023, a new solution for taxing digital services (for example, the use of Netflix services) according to the location of consumers is also expected.
Although it is not a classic tax, but rather a non-tax fee, in this category we will also mention the charge for traffic congestion in the city centre (city congestion charge). Vehicle entry into central London is subject to a daily charge of £15 Monday to Friday 7 am to 6 pm and 12 pm to 6 pm on weekends and holidays. If the vehicle does not meet the ultra-low harmful gas emission standards, an additional fee is paid. In this way, traffic jams and ambient air pollution in the central city area are prevented.

	Tax administration capacities
It is crucial to join multilateral efforts and address Base Erosion and Profit Shifting (BEPS) concerns, tackle potential avoidance of corporate income and withholding taxes as well as personal income by high-income individuals. Moreover, the UNDP-OECD initiative “Tax Inspectors Without Borders” holds strong potential to increase the revenue mobilization capacities of modern tax administrations by stronger international cooperation. The tax reform that has commenced, based on the Tax Reform Strategy 2021-2025 - which is just one segment of the overall Public Finance Management reform - is aimed at ensuring fairer, more efficient, transparent, and modern tax system, based on digital technologies and innovations in taxation, geared towards attaining accelerated, inclusive, and sustainable economic growth. The concept envisages upgrading of tax administration capacities and adamant fight against the informal economy.

5.2.2. [bookmark: _Toc157427560]Bonds4SDGs

Green bonds are offered to encourage projects that support the Green Agenda and the Green Transition. As outlined by ICMA (2018, p. 4), the acceptable areas for issuing green bonds include the following: “renewable energy sources; energy efficiency; pollution prevention and control; environmentally sustainable management of living natural resources and land use; conservation of terrestrial and aquatic biodiversity; clean transport; sustainable water and wastewater management; climate change adaptation; products, production technologies and processes adapted to the circular economy.” Types of issuers include companies (corporations), utilities, municipalities, sovereign issuers (governments), and multilateral development institutions. These bonds presumably carry a ‘greenium’, a lower coupon interest rate accepted by responsible investors.

Social bonds (social impact bonds; social benefit or social purpose bonds) are designed to respond to a wide range of social needs. Their role is to provide capital for projects that contribute to socio-economic progress and empowerment - such as: basic infrastructure; access to basic services; allocation of social housing; job creation and programs designed to prevent and/or reduce unemployment resulting from economic downturns, including through the potential effect of SME financing and microfinance; food security and sustainable food systems; socio-economic progress and empowerment. Existing issues of social bonds range from EUR 300 million to EUR 1 billion.

Gender bonds. A special type of social bond is the gender-related bond, also known as a gender-focused bond, or simply, a gender bond. Its general goal is to reduce gender inequality and support women's participation in economic life. There are several types of gender bonds, for which (1) the sole purpose may be to promote gender equality; (2) bonds for which the promotion of gender equality is a goal together with other sustainable development goals; (3) a sustainable bond, for which the advancement of gender equality is a goal along with other goals; (4) Bond linked to performance targets related to gender equality.	 
Sustainability bonds or SDG-linked bonds. Sustainability bonds ("Sustainable" bonds; Sustainability-related bonds; Development bonds; Development impact bonds) are financial instruments with predefined targets for the Sustainable Development Goals, which the issuer has to achieve by a certain critical date ("critical date with potential penalty premium”). If the targets are not met, the issuer is obliged to pay a "penalty premium". This mechanism is absent in conventional green bonds. The coupon interest rate is increased by certain penalty percentage points (for example, 0.5 percentage points above the coupon interest rate).          

Inflation-Indexed Bonds. In order to provide protection against loss of purchasing power, especially during periods of increased inflation rate, some governments also issue inflation-indexed bonds.   

Diaspora bonds. Appealing to the patriotic feelings, many governments and municipalities issue specialized bonds intended for the diaspora. In order to maximize participation and responsiveness, the purpose, that is, the use of bond proceeds, is usually also determined. For example, bonds for the diaspora to finance the reconstruction and modernization of the Tetovo-Gostivar regional road. Because of the sensitive patriotic moment, the coupon interest rate on these bonds is usually lower than that of traditional government bonds of the same maturity, thus reducing the government's costs. Israel and India already have a tradition of issuing diaspora bonds.

Green or social municipal bonds. The municipal bond is one of the modalities for long-term borrowing of municipalities. Its amount should be in accordance with the borrowing limits. The issuance procedure is regulated and depends on the prior consent of the Ministry of Finance and the Securities Commission. Inflows from municipal bonds can be used for general purposes or specific capital expenditures (local investments).

[bookmark: _Toc157427503]Box 3. Some ideas for scaling up SDG Finance

Municipal Sustainability-Linked Bond. Croatia’s capital city took on debt through its umbrella firm Zagreb Holding. It took on the obligation to invest in green energy, water supply, and waste management. EUR 305 million 5-year sustainability-linked bond (SLB), issued by Zagrebački Holding d.o.o. (“ZGH”). Even though most business analysts expected a coupon interest rate of over 6.0%, the final rate was 4.9% per annum. Zagreb Holding said it expects to reduce the amount of landfilled waste by 132,000 tons and increase the share of renewable energy consumption from 50% in 2022 to 70% by 2028, when the green bonds are due.
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Corporate Green Bond or Government Green Bond (with Third-Party validation). Svenska Cellulosa Aktiebolaget (SCA), a Swedish hygiene and forest products company, issued a green bond to finance projects related to sustainable forestry and biodiversity, contributing to both environmental and social goals. Numerous domestic companies could be encouraged to issue green bonds to finance the green transition. The Government should also start issuing green bonds – with a mandatory third-party validation by renowned associations – to finance the green transition led by the public sector.

Social Impact Bond for Affordable Housing. Australia has been exploring the use of Social Impact Bonds to prevent homelessness and improve housing outcomes. These bonds fund programs that provide targeted support and resources to individuals and families at risk of homelessness, with payments linked to successful outcomes. Canada has issued Social Impact Bonds to address homelessness, particularly in cities like Toronto. These bonds aim to fund initiatives that provide stable housing and support services to individuals experiencing homelessness, with the goal of improving long-term housing outcomes.

Social impact bonds for resocialization of short-term prisoners. An idea discussed with UNDP employee is tofind financing for resocialization and reintegration of former prisoners. The United Kingdom has been at the forefront of developing Social Impact Bonds (SIBs). These financial instruments are designed to attract private investment to fund social programs that address issues like poverty, unemployment, and education. Returns for investors are linked to the success of these programs in achieving predefined social outcomes. In 2010, the first SIB was launched in Peterborough to reduce reoffending rates among short-term prisoners. Since then, the UK has introduced several other SIBs addressing issues such as homelessness, mental health, and education.

Social impact bonds for female participation. In 2013, Israel introduced its first Social Impact Bond to improve employment outcomes for the ultra-Orthodox Jewish population. The bond aimed to increase workforce participation and reduce dependence on social welfare programs. Social impact bond providing funds to subsidize social security contributions to increase female workforce participation on the labour market. If the number of female entrants is higher than the average for the past 5 or 10 years, the interest rate could be much lower.

5.2.3. [bookmark: _Toc157427561]B4SDGs / Expenditure for SDGs

Budgeting for SDGs (B4SDGs) is also very important, as the public budget is the largest SDG fund. Some ideas for detoxification of subsidies and promoting environmentally friendly heating are viable policy options.
The first recommendation is to conduct SDG tagging of the national budget and the local budgets (UNDP, 2002a; 2022b). Poghosyan et al. (2022) developed SDG tagging handbooks for a thorough SDG-aligned analysis of the budget expenditure to track their SDG focus.
[bookmark: _Toc157427504]Box 4. Some ideas for improving B4SDGs
Subsidies Detox (Detoxification of government subsidies). A comprehensive registry of the entire State Aid is being prepared in the Ministry of Economy with the help of the World Bank. Subsidy reform is needed, and UNDP could help repurpose environmentally harmful government subsidies. Subsidies for carbon-intensive industries and for agriculture are driving environmental degradation and harming people, the planet, and economies.
Subsidies for Residential Heating Upgrades. The government of Poland has introduced subsidies and financial incentives for residential heating upgrades. These programs encourage homeowners to invest in modern and energy-efficient heating systems, contributing to overall energy savings and reduced emissions. The Government of North Macedonia and the municipalities could subsidize the connection costs to the central heating systems in the City of Skopje and finance new central heating systems in other polluted cities.
SDG finance for Mobile Mammography. Blended finance of the Government, UNDP, and some embassies could be used to finance a mobile mammography. Breast cancer is amenable to successful therapeutic intervention when timely preventive measures are implemented. A comprehensive understanding of risk factors, coupled with proactive screening and early detection strategies, plays a pivotal role in the curative potential of this malignancy. The implementation of mobile mammography units in rural areas, featuring scheduled visits, would enhance accessibility to breast cancer screening services.
The Budget could also establish state funds for promotion of R&D, energy efficiency and balanced regional development and territorial cohesion.
Fund for Research and Development (R&D). The Fund might be established within the Development Bank of North Macedonia. This Fund, through favourable (concessional) credit products, would support export-oriented companies in R&D to boost exports, technological development, and the introduction of new products. The export support activities would also include a supplier development program aimed to increase technological readiness and capacities of domestic companies to take part in global value chains. Initially, the fund for supporting the companies in research and development could start with EUR 10 million. 
Energy efficiency fund. This fund is being established within the Development Bank of North Macedonia. The funding will be provided through the issuance of the first-ever self-labelled green government bond in the amount of EUR 10 million. 
Agency for Balanced Regional Development. An agency of fund for balanced regional development is also highly important in reducing inter-regional socio-economic disparities and enhancing the cross-border territorial cohesion with the neighbouring regions.

5.3. [bookmark: _Toc157427562]Domestic Private Sources: Private sector 4 SDGs

5.3.1. [bookmark: _Toc157427563]Business opportunities for delivering the SDGs

The Business and Sustainable Development Commission (BSDC) has identified business opportunities for delivering the SDGs in 60 market “hot spots” of food and agriculture, cities, energy, and materials, as well as health and well-being (Table 3). These SDG enabling areas could be inspiring for the UNDP CO leadership to shape the future portfolio accordingly.

[bookmark: _Ref146019761][bookmark: _Toc157427511]Table 3. Hot spots and business opportunities for delivering the SDGs.
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	Reducing food waste in value chain
	Affordable housing
	Circular models - automotive
	Risk pooling

	Forest ecosystem services
	Energy efficiency- buildings
	Expansion of renewables
	Remote patient monitoring

	Low-income food markets
	Electric and hybrid vehicles
	Circular models - appliances
	Telehealth

	Reducing consumer food waste
	Public transport in urban areas
	Circular models - electronics
	Advanced genomics

	Product reformulation
	Car sharing
	Energy efficiency - nonenergy
intensive industries
	Activity services

	Technology in large-scale farms
	Road safety equipment
	Energy storage systems
	Detection of counterfeit drugs

	Dietary switch
	Autonomous vehicles
	Resource recovery
	Tobacco control

	Sustainable aquaculture
	ICE vehicle fuel efficiency
	End-use steel efficiency
	Weight management programs

	Technology in smallholder farms
	Building resilient cities
	Energy efficiency-energy
intensive industries
	Better disease management

	Micro-irrigation
	Municipal water leakage
	Carbon capture and
storage
	Electronic medical records

	Restoring degraded land
	Cultural tourism
	Energy access
	Better maternal and child health

	Reducing packaging waste
	Smart metering
	Green chemicals
	Healthcare training

	Cattle intensification
	Water and sanitation
Infrastructure
	Additive manufacturing
	Low-cost surgery

	Urban agriculture
	Office sharing
	Local content in extractives
	

	
	Timber buildings
	Shared infrastructure
	

	
	Durable and modular buildings
	Mine rehabilitation
	

	
	
	Grid interconnection
	


Source: UNDP (2020, p. 6).
5.3.2. [bookmark: _Toc157427564]Supporting the Innovation Eco-System

The startup ecosystem in the country is still in its early stages, with both venture capital investors and angel investors asserting that local startups are not adequately prepared for global competition. Currently, it is estimated that there are around 300 startups in the Macedonian economy, which is still relatively high compared to other Western Balkan countries (World Bank, 2021). Most startups secure the majority of their financial support from personal, familial, or friends' contributions (44%), grants obtained from the Fund for Innovation and Technological Development (FITR) (21%), and various other public funding sources and grants (13%).

Untapped potential of European venture capital funds. There is a large unused financial potential of international (global, European, and regional) funds to support startups. For a large part of them, the Macedonian economy is still an unknown country (terra incognita). The National Innovation Fund (especially in the context of the announced Hybrid Fund for Green and Digital Transformation for small and medium-sized enterprises) and the Directorate for Technological Industrial Development Zones (through the announced Hybrid Strategic Fund for Green Investments) should approach with concrete initiatives. European venture capital funds are backed by governments or the private sector and are led by professional fund management companies that combine public and private funding. Considering that it is a small market, these funds can easily be included in the financing of national and regional business initiatives.

Stronger support by the public sector and international development partners. In terms of the business environment, Enhanced involvement of the public sector is necessary to align national legislation more closely with EU standards. This involves expediting and improving the efficiency of legal procedures to safeguard private interests and reducing the prevalence of corruption. In terms of direct financial support, the proposals for greater reliance on external sources for awarding grants through the Fund for Innovation and Technological Development and for subsidizing interest rates through the Public Development Bank are fully justified, considering that they reduce the risk for financial institutions of misallocation of credits towards riskier SMEs. Those two measures should be the main pillars of the government's policy to improve the access to financing for the SMEs, that is, to allocate more budget funds for both institutions. The awarding of innovation grants should be performed with increased participation of foreign experts, preferably from the World Bank Group and other independent foreign experts. 

5.3.3. [bookmark: _Toc157427565]Guarantee funds for Green Economy and Inclusive Prosperity

In the next two decades, there is a huge potential to enrich the supply of guarantee funds. Following the example of the European Guarantee Fund, several sub-products or segments related to sustainable development should be distinguished:
· Guarantees for improving the competitiveness of SMEs (better terms, longer repayment period, lower acceptable mortgage value, recapitalization, etc.)
· Sustainability guarantees, which would support the green and sustainable transition of SMEs in line with the EU Taxonomy for Sustainable Investments
· Guarantees for innovation and digitization, namely for:
· innovation: significantly improved products, processes, services, investments in new intellectual property rights or a new organizational approach, with a focus on fast-growing enterprises or enterprises focused on research and development.
· digitization: digitization of business models, supply chain management, customer relations management, business development, cyber security, training, upgrading and more.
· Guarantees for the support of culture and creative industries.
· Guarantees for micro enterprises and social enterprises.
· microfinancing: to ensure sustainable employment and social inclusion, especially for vulnerable groups.
· social enterprises: to support the active participation in the labour market and job creation of enterprises that increase inclusivity.
· Guarantees for upgrading skills and education, mainly for financing students, apprentices, enterprises that invest in new skills; educational service providers to better respond to new skills needs.
The development of new guarantee funds will lead to an increase in private financing, which is also a priority in the EU, as well as to greater credit activity of banks. UNDP guarantee policy sets certain limits for financing for instance micro enterprises. Kazakhstan is now facing difficulties complying the regulation. It is more feasible to partner with the United Nations Capital Development Fund (UNCDF) to set up guarantee fund or have the finance directly from donor. Therefore, the guaranteed projects need to be fine-tuned.

[bookmark: _Toc157427505]Box 5. Some ideas for improving Private Sector 4 SDGs

Escaping the poverty trap and debt “slavery”. So called “financial companies” are charging 30%-50% interest rate per annum and making profits (return on assets) in excess of 30% with total assets of 1% of GDP More than 60% of the fast-track loans are repaid with considerable difficulties and delays (National Bank, August 2023). Poor individuals cannot escape poverty trap and meet their financial obligations. Micro-credit institutions count on client’s financial illiteracy and/or inability to get a bank loan. UNDP could step in via some of these options: (1) Joining donor funds to provide financial advisory for debt restructuring or (2) a more preferred option, collaborating with commercial banks to see which clients can be saved from the debt “slavery”. There could be a call for voluntary application for financial advisory services for personal finance. Microfinance institutions could play a crucial role in poverty alleviation and empowering women, contributing to SDGs related to poverty reduction, decent work and economic growth, and gender equality.

Inclusion of sustainability information in annual reports of companies. A proposal for amendments to the Law on Companies can be drafted to suggest a provision to have a mandatory disclosure of sustainability information in the annual reports. For example, the Swedish Companies Act requires large companies to include sustainability information in their annual reports. The government encourages businesses to adopt environmentally friendly and socially responsible practices, reflecting the principles of the SDGs.

The road to reaching 50% female leadership. The soft approach is to do a study of companies with at least 50% female leadership with recommendations for other companies. The hard (regulatory) approach is to introduce regulatory requirement for minimum participation of women in management and supervisory boards of listed companies on the stock exchange. Norway was one of the pioneers in implementing gender quotas. The country introduced a law in 2003 that requires public limited companies to have at least 40% of each gender on their boards. France has implemented gender quotas for boards of directors. Since 2011, French companies have been required to have at least 40% of each gender on their boards. Germany adopted a law in 2015 that set a 30% gender quota for supervisory boards of large companies. The law applies to companies listed on the German stock exchange. Italy introduced a gender quota law in 2011 that mandates a minimum of 33% of women on boards of listed companies.

5.3.4. [bookmark: _Toc157427566]UNDP and the Development Bank: A Developing Story?

UNDP and the Development Bank of North Macedonia (hereinafter: Development Bank). The potential of this public development bank to increase SDG finance is immense. This bank provides financing of infrastructure, supports the development of small and medium-sized enterprises, supports initiating exports and initiating environment protection, provides export credit insurance against commercial and political risks, and supports a more balanced regional development. Among the numerous activities, the Development Bank partially or fully subsidizes interest rates on bank loans provided by commercial banks. In the preliminary stage, commercial banks approve loan applications of viable projects and offer market-based interest rate on a loan. The Development Bank subsidizes part of the interest rate on loans.

The collaboration should begin with a Memorandum of Understanding (MoU) between the UNDP and the national Development Bank. UNDP alone – or together with KfW – could provide financing and/or technical expertise in offering a portfolio of SDG-linked loans through the Development Bank. The criteria whether a certain project contributes to higher attainment of SDGs should be transparent and objective. Loans tackling multiple SDGs should have a priority. This approach can make financing of SDG-related investment projects more affordable and accessible, particularly for projects that have a strong developmental impact but may not be able to secure commercial loans at market interest rates. Subsidizing interest rates can help attract investment, stimulate economic growth, and address sustainable development challenges. UNDP has subsidized interest rates in Georgia to support projects related to sustainable energy, climate change mitigation and adaptation, and private sector development.

5.3.5. [bookmark: _Toc157427567]Joining the Forces with the Banks

Greater commercial banks’ involvement. North Macedonia has a bank-centric financial system, given that the banks’ assets constitute 79% of the assets of the entire financial system. Therefore, it is especially important to involve commercial banks as development partners. We identify two channels of desirable involvement of commercial banks: (1) by SDG-izing their loan portfolios; and (2) by improving the financial intermediation and reducing the grey economy.

SDG-izing the bank loan portfolios. Presently, commercial banks are separately classifying only the “green loans”.[footnoteRef:2] Only 11.8% of the bank loans are classified as green loans. At the end of March 2023, the largest shares of green loans were observed among small banks (23.8%) and large banks (20.8%). [2:  According to the World Bank, the "green" loan is a financing method that allows the borrower to invest exclusively in projects with a significant positive contribution to the environment and in projects that contribute to reducing the negative effects of climate change. Green loans aim to (i) improve the energy efficiency of households and the corporate sector; (ii) support investments in green technologies, materials and solutions; (iii) support investments in renewable energy sources, pollution control and prevention, environmental protection, reduction of the risks of climate change, etc.] 


[bookmark: _Toc157427583]Figure 8. Shares of green loans in the banking system, December 2019 – March 2023 

Source: National Bank of the Republic of North Macedonia (June 2023).

It is extremely important to continue the classification and SDG tagging of bank loan portfolios and expand the classification by tracking the other SDG-related loans. This will create a competitive environment for SDG responsibility and SDG-responsive banking. Having said that, the UNDP could give an annual award for the commercial bank having the largest shares of green - or even better, if SDG tagging is fully implemented -SDG-related loans. The ground-breaking Technical Report on SDG Finance Taxonomy (China) (UNDP, 2020) should be considered as a guiding example. By providing a complement to the UNDP SDG Impact, it provides an adaptable taxonomy for classifying not only loans, but also SDG enabling investments. This is the first project classification system with impact assessment and reporting criteria that “allows investors and project developers to clearly identify SDG enabling projects.” 

[bookmark: _Toc157427506]Box 6. SDG tagging of bank loans

Some large European banks have started to use Artificial Intelligence (AI) and Machine Learning Algorithms (MLAs) to conduct text analysis of the successful applications for bank loans. They have accordingly classified their loans according to the focus on SDGs. The results indicate that SDG#13 Climate Action and SDG#5 Gender Equality were the primary goals of most commercial loans during the past decade.
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Improving the financial intermediation and reducing the grey economy. It is worth noting that there is a significant cash in circulation held outside the official financial flows. The high share of cash in circulation is one of the indicators of the informal (grey) economy. The use of these funds is not reflected in official statistics. Hence, combatting the grey economy and tax evasion can bring a large addition to domestic private and public sources. The UNDP involvement in combatting the grey economy – together with the Ministry of Finance – is the right step in that direction.

A joint workshop with the Macedonian Banking Association would reveal a number of SDG-related or ESG-related loans whose interest rates could be subsidized by the Government, foreign governments, or UN organizations. A Guidance note from the National Bank of the Republic of North Macedonia would significantly increase the SDG-alignment of bank portfolios, at least of medium-sized and large commercial banks.

Cooperation with the World Bank Group. Although not a classical bank, but an International Financial Institution with strong expertise and outstanding reputation, there is a strong potential for cooperation between UNDP and the World Bank group. World Bank Group’s lending operations and technical support span a vast range of areas from supporting the innovation ecosystem to reforming social security safety nets to local infrastructure projects to environment and climate finance. There is a high degree of mission overlap in certain areas, where both institutions could leverage their support in areas in line with the Country’s Partnership Framework 2024-2028 between the Government and the World Bank Group.



5.3.6. [bookmark: _Toc157427568]Corporate bonds

Despite their wide use in the developed economies, corporate bonds have never been considered as a viable financial option in North Macedonia. In the last three decades, there have been only several issuances of corporate bonds. First of all, the level of financial literacy and knowledge is an obstacle. Second, the procedure is time-consuming and lengthy, especially when considered against the option of a two-day approval of a commercial loan. Third, entrepreneurs have been afraid of a failure during any stage of the issuance process. Nevertheless, the generational rejuvenation of the business leadership will inevitably lead to greater use of corporate bonds for financing SDG enabling investments.

[bookmark: _Toc157427507]Box 7. Green Investment - The Solar Roofs Cooperative (Croatia)
In Croatia in 2014, citizens financed a 30-kW photovoltaic installation on an administrative building in Križevci via a cooperative. The municipality of approximately 21,000 inhabitants partnered with the energy cooperative Zelena Energetska Zadruga (ZEZ), the United Nations Development Program (UNDP) and others to finance and implement the project. The building's own energy requirements are mostly covered by the solar roof. At predetermined purchase prices, the surplus is fed into the grid. The cooperative, which purchases, owns, and maintains the hardware, leases the photovoltaic system to the building's owner. This was the first Croatian solar project primarily financed by citizens. Within ten days, 53 small investors invested into the project via a micro-loans model, ranging from EUR 130 to EUR 1,300. Over a ten-year period, citizens earn 4.5% annual interest rates in return. A Special Purpose Vehicle (SPV) structure was used to set up the project's financial arrangements. Another positive effect was citizen engagement. ZEZ was established in 2013 as part of the project ‘Development of Energy Cooperatives in Croatia’ implemented by UNDP.

5.4. [bookmark: _Toc157427569]Foreign Public Sources	

In the next decade, it is desirable for the Government to renew cooperation with the Multilateral Investment Guarantee Agency (MIGA) and the International Finance Corporation (IFC). During the period of remaining EU candidate status of North Macedonia, part of the pre-accession funds from the EU budget will be available within the Instrument for Pre-Accession (IPA) III and IPA IV programmes.

Prospective membership in the Union will also mean that North Macedonia will be a net beneficiary of funds from the EU budget. Funds between the EU budget and an EU member state move in two directions – in and out of the member state. On the one hand, there are cash flows from the EU budget to EU member states. The flows consist of funds coming primarily in the fields of agriculture, cohesion, and competitiveness (Mrak, 2019). On the other hand, there are flows of funds from the national budgets of EU member states to the EU budget. When – or if - North Macedonia becomes a member of the EU in the next 20 years, additional inflows will come from the Structural and Cohesion Funds, as a significant financial instrument of the EU's regional policy.

5.4.1. [bookmark: _Toc157427570]Expanding the UNDP-EBRD partnership

The recently signed partnership agreement between UNDP CO and EBRD for launching the Green Financing Facility (GFF) is an excellent example and certainly, this can be a lesson for other UN country offices. Expansion of the collaboration in the area of environmental sustainability is one of the promising fields for UNDP. The project is in a very early stage and lessons will be learnt soon. With blended finance, a small amount of public capital is expected to catalyse private investment at a larger scale.

Green Cities Programme is a joint initiative between UNDP and EBRD aimed at promoting sustainable urban development in cities across Europe. The program provides financial resources, technical assistance, and capacity-building support to help cities implement green infrastructure projects, improve energy efficiency, and enhance environmental sustainability. It combines EBRD's financing expertise with UNDP's technical knowledge and project implementation support. This is one possible area of cooperation.

Western Balkans Sustainable Energy Financing Facility (WeBSEFF) is a partnership between UNDP, EBRD, and other international development partners to support sustainable energy investments in the Western Balkans region. The facility provides financing and technical assistance to private businesses and public entities for energy efficiency and renewable energy projects. UNDP and EBRD work together to mobilize investments, provide technical support, and enhance the capacity of local financial institutions to promote sustainable energy financing.

Access to Renewable and Efficient Energy in Municipalities (AREEM) is another joint initiative between UNDP and EBRD that aims to improve energy efficiency and promote renewable energy use in municipalities across Europe. The program provides financing and technical assistance to local governments for energy efficiency, renewable energy installations, and capacity-building activities. UNDP and EBRD collaborate to mobilize investments, provide technical expertise, and support the implementation of sustainable energy projects.

5.4.2. [bookmark: _Toc157427571]Other foreign public sources

UNDP and KfW. In Europe, UNDP has excellent cooperation with the German Development Bank (KFw). UNDP and KfW have partnered on numerous initiatives to promote sustainable development in Germany and other European countries. They collaborate on projects related to renewable energy, energy efficiency, climate change adaptation, sustainable urban development, and private sector development. UNDP provides technical expertise, project implementation support, and capacity-building assistance, while KfW offers financial resources and financing solutions. 

UNDP and the Austrian Development Agency. ADA works towards combating poverty, ensuring peace, and preserving the environment. It is primarily engaged in sectors: water supply and sanitation, renewable energy, climate protection, agriculture and forestry, private sector and development as well as human security, human rights and rule of law. Southeast Europe is in the focus of ADA and this is another viable cooperation.

Green for Growth Fund (GGF). This impact investment fund and the UNDP have cooperated on various initiatives related to sustainable finance and green investments. The GGF is an impact investment fund that promotes sustainable energy and resource use in Southeast Europe and other regions. The GGF has invested in various projects in Southeast Europe aimed at improving energy efficiency and promoting renewable energy. For instance, the fund has supported initiatives such as energy-efficient building retrofits, renewable energy installations, and sustainable transport projects in countries like Albania, Bosnia and Herzegovina, Croatia, Montenegro, North Macedonia, and Serbia.

European Investment Bank (EIB). UNDP and EIB have cooperated on climate action, sustainable infrastructure, sustainable transport, private sector development, urban development and resilience, and social and economic inclusion. The case of the Energy Efficiency Finance Facility is a relevant initiative for Western Balkans. UNDP and EIB are working together to promote energy efficiency in Eastern Partnership countries (Armenia, Georgia, and Moldova). They have established the Energy Efficiency Finance Facility to provide financing and technical assistance for energy efficiency projects in buildings, industry, and municipal infrastructure. The EEFF aims to improve energy efficiency, reduce greenhouse gas emissions, and promote sustainable development. This experience should be replicated in Western Balkans and the UNDP CO in North Macedonia could take the lead.

Swedish International Development Cooperation Agency (SIDA). UNDP and the Swedish International Development Cooperation Agency (SIDA) have cooperated in Southeast Europe on various initiatives aimed at promoting sustainable development, democratic governance, and inclusive growth.

5.5. [bookmark: _Toc157427572]Foreign Private Sources	

Foreign Direct and Portfolio Investment. Due to the limited domestic savings, North Macedonia as a small and open economy is dependent on the import of foreign savings (capital). Foreign private capital enters the Macedonian economy in the form of Foreign Direct Investment (FDI) and Foreign Portfolio Investments, foreign loans from private entities (eg, a loan from Deutsche Bank), trade loans and advances, etc. Although they do not have the accounting treatment of capital imports, but of transactions in the current account of the balance of payments, remittances are also a significant international private inflow of funds, which can be used not only for consumption, but also for investment. Innovative approaches to FDI attraction – aligned with the SDGs – are more extensively discussed in the UNDP study Innovative Mechanisms and Instruments for Financing Strategic National Documents.

Diaspora finance. The Diaspora has a strong potential to demonstrate solidarity and build bridges of cooperation with the native country, through transfer of knowledge, skills, financial resources, cultural expressions. While remittances from abroad are mainly being used for private consumption, patriotism-based solidarity of diaspora entrepreneurs can also augment the capital stock and accelerate the country’s socio-economic and cultural development. The birthplace bias of Diaspora investors is more likely to be felt beyond a certain threshold of institutional and financial development in the homeland. The solidarity of the Diaspora is in a sense conditional, i.e., dependent on providing credible assurances by successive governments that their capital will be safe and productively used in the interest of future generations. It also implies that the authorities should embark on an ambitious reform agenda to successfully transform society and assure the Diaspora finance will be allocated for improving the quality of life of future generations.

Crowdfunding is a practice of funding an SDG enabling project by raising various amounts from a large number of stakeholders (interested parties). Crowdfunding could provide finance for specific SDG enabling investment projects. Potential users of this platform will be legal entities not established as joint stock companies. The establishment of crowdfunding would require initial assessment of the existing regulation and a legal framework and organizational requirements for successful implementation.

Hybrid Green and Digital economy MSME Fund. This fund is currently being designed by the World Bank Group. It will be established for the purpose of investing in minority equity and quasi-equity stakes in green and digital startups and SMEs. The structure of the fund would be established by a so-called Feeder fund, whereas the financing will be provided by international investors. Additionally, a domestic fund could be established to attract contributions from the Ministry of Finance (budget), domestic institutional investors and the Feeder fund. The governance structure of the domestic fund would consist of an advisory committee, an investment committee, and a fund manager. Such a fund was designed in Kazakhstan within the Kazakhstan MSME Financing, Digitalization, and Greening for Sustained Productivity project (World Bank, 2022).

The Hybrid Strategic Green Investment Fund. This Fund is also being designed by the World Bank Group for the purpose of investing in large enterprises and infrastructure Public-Private Partnerships (PPPs) and Special Purpose Vehicles (SPVs), in areas covered by the European Green Deal. Pre-feasibility study of the model of investment funds will be conducted by the World Bank, which will outline policy framework; governance and institutional setup; and proposed financial models for each fund (including the scope of financing, fund model size and sustainability of each proposed model, government, and private sectors’ internal rate of return (IRR) and etc.

Fund of Funds. Multi-manager investment, pooled investment fund that invests in other types of funds. The portfolio of the fund contains different underlined portfolios of other funds. The focus of this Fund will be to stimulate large investments by growth-oriented businesses. The target group of beneficiaries are Small and Medium Enterprises (SMEs) in the stage of development and expansion of business activities. The seed investment by the Fund of Funds could be up to EUR 100,000 per company, including innovation advisory support and other forms of technical assistance. The establishment of the Fund of Funds is conditional on the preparation and adoption of a Law on Alternative Investment Funds.

Venture capital funds. Pooled investment funds that manage the money of investors who seek private equity, stakes in startups and SMEs with strong growth potential. These investments are generally characterized as very high risk - high return opportunities. For establishment of this type of funds, the Fund Manager might conclude limited partnership agreements with potential investors. The assets raised in accordance with the Limited Partnership Agreements will be invested in different types of funds, as follows: (i) venture capital funds that will invest in small and medium enterprises in order to encourage their growth and development; (ii) venture capital funds that will invest in companies with established social responsiveness, and (iii) regional venture capital fund, in which investors from the countries in the region will invest, including the Republic of North Macedonia.

6. [bookmark: _Toc157427573]DEVELOPING A CHANGE MANAGEMENT PLAN FOR THE UNDP COUNTRY OFFICE

6.1. [bookmark: _Toc157427574]General recommendations

STAKEHOLDER ANALYSIS AND ENGAGEMENT
Continue the expansion of activities through new partnerships. UNDP CO has become one of the most active international development partners in North Macedonia. Even so, there is a manoeuvre space for expanding its outreach by further expansion and innovation of partnerships. Other international organizations have a similar mandate with regard to some UNDP-led initiatives and hence, there is some inevitable overlap of activities. The UNDP CO could jointly support some of these activities and have a greater outreach. For example, the United Stated Agency for International Development (USAID) has certain activities in the area of fiscal decentralization, whereas OSCE Skopje has activities in the domain of institutions, rule of law, and local democracy. The focus of European Bank for Reconstruction and Development (EBRD) is on infrastructure and green transition. The World Bank Group is designing – together with the national Fund for Innovation and Technological Development – a Hybrid National Green and Digital Micro, Small, and Medium-Sized (MSME) Fund for start-ups and innovative enterprises. All partner organizations will benefit from joint projects or blended finance initiatives (Box 8). UNDP will be even more impactful and more involved in the reform processes geared towards the UN 2030 agenda for sustainable development.

Preserving the national ownership. While there is a high level of satisfaction from the UNDP professionalism, the Independent Evaluation Office (IEO) (2020) highlights the risk that the UNDP CO might become another arm of the executive branch, by doing entire (or substantial portion of) tasks and responsibilities for certain line ministries or institutions. It might weaken the capacities of these institutions if they treat UNDP as a sub-contractor paid by the global taxpayers and simply wait for ready-made solutions. The capacity building requires joint work between UNDP CO Office and relevant ministries. The main corollary is that working together with the government teams, not working for them, will strengthen the long-lasting impact of the UNDP activities.

[bookmark: _Toc157427508]Box 8. The Green Financing Facility: A Successful Example of Blended Finance

Through the Green Financing Facility, EBRD provides finance to participating local banks which will on-lend these funds in the form of sub-loans to SMEs for investments into renewable energy (RE) and energy efficient (EE) solutions in their business. UNDP, with funds from the Joint SDG Fund, contributes support in the form of performance-based payments for verified investments and technical assistance for loan application development and project verification. By developing and operationalizing the Green Finance Facility project, access to finance for SMEs and households to purchase RE and EE investments will be significantly enhanced.


In Annex 1, we provide an overview of partnering strategies of the UNDP COs in Southeastern Europe as a potential inspiration for finding new development partners.

INCREASING THE VISIBILITY AND THE PUBLIC AWARENESS ON THE SDGs
Stronger Public Relations campaign. UNDP CO in North Macedonia could prepare an Annual Report of Activities to increase the visibility of its operations and outreach. The report need not be a long one and can be prepared in a reader-friendly format. The timing of publication could be in April-May and refer to the previous calendar year. There are so many activities performed by various UNDP teams and taskforces which need to be assembled in a comprehensive document to get a better impression about the scope and magnitude of all UNDP activities. 

SDG coalition or SDG network. The establishment of SDG coalition or SDG network would create a powerful open coalition committed to achieving the UN Sustainable Development Goals (SDGs) and promoting the SDG push.

Producing National report on the implementation of the 2030 Agenda for Sustainable Development. To raise public awareness on the importance of the 2030 Agenda, the UNDP – or partnering UN organizations (PUNO) – could publish a short publication stating the progress towards fulfilling SDGs.

POTENTIAL PROJECTS IN THE NEW COUNTRY DOCUMENT

· Building Institutional Capacities
· Fiscal Decentralization Strategy (together with the Ministry of Local Self-Government, the Ministry of Finance, and possibly USAID), which will outline the developments in municipal finance in the next five to ten years and will be in line with the National Development Strategy.
· Building a comprehensive registry of beneficiaries of Guaranteed Minimum Support (together with the Ministry of Labour and Social Policy, the Ministry of Finance, and the World Bank Group). The registry covers around 38,000 recipients which is a small portion of the population at risk of social exclusion and poverty (455,000 individuals)
· Supporting the issuance of social impact bonds and other thematic bonds as outlined in section 5.2.2. of this report.
· Mapping the Most Significant Polluters (together with the Ministry of Environment and the Delegation of the European Union)
· Mapping the illegal dumping sites in North Macedonia (the authorities and the public do not have a registry (map) of the illegal dumping sites, which cause environmental degradation.
· Building a comprehensive registry of renewable energy producers (with an intention to support them in the medium term with tax incentives or subsidies) (together with the Ministry of Environment and the Delegation of the European Union)
· Even stronger environmental focus
· Supporting the green transition involves adopting and promoting practices that contribute to environmental sustainability and address climate change. Future UNDP projects should focus on renewable energy adoption; energy efficiency; sustainable transportation; circular economy; conservation and biodiversity; green and resilient infrastructure; policy advocacy; education and awareness; improving corporate social responsibility; investment in green technologies; community engagement; green finance and greening the financial system, etc.
· Tackling both SDG #5 Gender equality and SDG#8 Decent work and economic growth
· Increasing Female Labour Force Participation (together UN Women and possibly, embassies of EU member states). For example, the Ministry of Economy provides subsidies for women entrepreneurs. If not contributing financially, UNDP Country Office in Skopje could participate by nominating representatives in the selection committee. This will strengthen the credibility of the process and improve the transparency of the overall programme, which is not well promoted in the public. Without sufficient transparency, there is risk of limited demand for this programme and rent-seeking behaviour among public administration employees.
· Disaster risk reduction and recovery
· UNDP has worked with UN System agencies and the government to increase high-level institutional commitment to integrating disaster risk reduction into economic and social planning processes.
· Improving the access to justice
· Improving access to and affordability of justice – a project supporting lawyers and/or law faculties to improve the access to justice for low-income households (together with Ministry of Justice and possibly, OSCE, and/or USAID)
· Thematic bonds and Social Impact Bonds

STRATEGIC FOCUS AND POLICY COHERENCE

Tackling the “Lack of Conditionality” Problem. One of the top three internal challenges that the Country Office faces in operationalization of SDG finance approaches and tools – according to the UNDP survey – is that “SDGs are not perceived as a priority for stakeholders”. SDGs may not become a high policy priority per se, but tying the SDGs to the European accession process will effectively make them a de facto high priority.

Greater alignment of national strategies, policies, initiatives, and projects with the SDGs. It is highly advisable to conduct an initial “SDG screening” or “SDG mapping” of UNDP internal documents, funding proposals, and other important external policy documents or initiatives. While the importance of UNDP’s in-house expert judgment is undisputed, this tool could be used as supplementary evidence in the analysis of policy proposals and other important documents. UNDP Country Office (CO) should ensure consistency and alignment not only with the internal Strategic Plan 2022-2025 and thematic strategies, but also with the NDS 2024-2044 and other key national strategic documents, the 2021‐2025 United Nations Sustainable Development Cooperation Framework (SDCF), UNDP Strategic Plan (2022-2025), the EU accession agenda.

Addressing the gaps in the attainment of SDGs. Some of the SDGs that may be difficult to achieve include eliminating poverty, providing affordable and clean energy, and providing access to quality education. Additionally, the country may struggle to achieve the goal of reducing income and gender inequalities. Both the text analysis of the official rhetoric of UNDP CO Office and the expenditure analysis of the Independent Evaluation Office do indicate higher focus on certain SDGs. Presently, there seems to be: (1) A somewhat lower focus on SDG #1 No poverty and SDG#2 Zero Hunger, and in general, on the social inclusion; (2) Gender equality –one of the top priorities – should be more addressed in the project portfolio; (3) Insufficient attention to certain SDGs should be addressed either by project portfolio reallocation/ redesign or by partnering with other International Financial Institutions (World Bank, EBRD, USAID, etc.).

Adopting a system thinking approach and addressing multiple SDGs. It is important to recognize that the SDGs are interconnected and that progress in one area can have positive or negative impacts on others. The UNDP team should consider the potential trade-offs and unintended consequences of certain projects. It is therefore advisable to aim for holistic solutions that address multiple goals without compromising the achievement of others. Tackling several SDGs with a single UNDP-sponsored project is highly advisable strategy. For example, implementing renewable energy projects can contribute to SDG 7 (Affordable and Clean Energy), SDG 13 (Climate Action), and SDG 8 (Decent Work and Economic Growth).

Strengthening the links between the project portfolio and the UNDP Country Programme Document 2026-2030. The analysis of the Country Programme Document 2021-2025 reveals somewhat different focus on the SDGs. For example, SDG #1 No poverty ranks on the second place, but it is not sufficiently reflected in the project portfolio. The focus on the Country Programme Document 2026-2030 should rest on the SDG gap analysis, outlined in Section 6.3.

Creating a “Priority ID Card” for New Projects. Creating a “Priority ID card” for a newly launched project is a good idea to ensure connectedness with the national priorities of UNDP CO, the relevant EU chapters, the SDGs, and the priority areas in the National Development Strategy.


6.2. [bookmark: _Toc157427575]Recommendations regarding the SDG Finance Offer

While the initially crafted SDGs in 2015 were largely aspirational, nevertheless, they provide a guiding light for the economies about the expected major overhaul of the development model and a genuine generational contribution to the sustainable human-centred development. Content-wise, they also display a high degree of complementarities and synergies with the EU accession process.

PUBLIC FINANCE
We outline a number of proposals for introducing and aligning Tax4SDGs, Bond4SDGs, Budgeting4SDGs in Section 5.2. Proposals refer to a better design of the tax system, introduction of innovative taxes, detoxification of government subsidies, SDG tagging of the budget, innovation of the debt portfolio with social impact bonds, etc. There is a wide array of social impact bonds, whose issuance can be supported and facilitated by UNDP. A number of tax reforms for SDGs are also needed, politically feasible after the elections in June 2024. 

UNLOCKING PRIVATE SECTOR POTENTIAL FOR SDGS
Private sector (large banks and companies) should also be encouraged and assisted in introducing SDG reporting. It seems that a narrow perspective on the concept of sustainable development.

Promoting blended finance. Whenever possible, the government should mobilize private sector capital though blended finance schemes, innovative financing instruments and mechanisms. They comprise different combinations of public and private sources of financing investment projects in priority areas. Blended financing is the use of catalytic capital from public sources to increase private and public investments and achieve the goals of sustainable development. In this way, governments, international institutions, philanthropic investors, and other stakeholders seek to (i) reduce investment risk or (ii) improve risk-adjusted returns. Given the increasing focus on sustainability, innovative finance is increasingly associated with the concept of sustainable finance, which is growing into a major trend in credit markets. innovative financing mechanisms and instruments in no way exclude traditional financing sources and instruments. Innovative financial instruments should complement the EU enlargement assistance, available in the form of direct budgetary support and concessional loans.

Innovative financing mechanisms and instruments. Delivering on the NDS objectives will require blending the various conventional and innovative instruments including International Financial Institutions’ resources, advisory, investment and private sector mobilization capacity, strengthen domestic resource mobilization, and leverage additional funding from development partners. Simultaneously, authorities should systematically apply the so-called cascade approach, prioritizing PPPs and private investments over public investments whenever feasible.
SDG-izing the bank portfolios. There is a growing awareness among the central and commercial banks that SDG tagging of bank loans and impact analysis would be beneficial in terms of higher SDG progress.

SDG IMPACT MANAGEMENT AND FINANCE TRACKING
Measuring, managing, and optimizing the social and environmental impacts of investments, projects, and business activities would be a challenge. This is an area where there is a significant room for improvement. The administrative capacities for social impact measurement and finance tracking are very low. External support from UNDP and external consultants (academia, think tanks, etc) will be needed to conduct a thorough SDG impact management. This would require statistical and/or econometric methodologies for more thorough impact assessment.

INTEGRATED NATIONAL FINANCING FRAMEWORK
The implementation of the NDS should be linked with the medium-term fiscal planning acts and other strategic documents linked to the EU accession (Figure 14). At the moment, North Macedonia has only five-year Fiscal Strategy that is revised each year on a rolling basis. Yet it only covers one dimension of the overall national financing framework. At the moment, administrative capacities for developing an Integrated National Financing Framework (INFF) are limited. This could only be done by outsourcing and technical assistance by the UN agencies. 

[bookmark: _Toc157427584]Figure 9. Proposed Integrated National Financing Framework
[image: A diagram of a business strategy

Description automatically generated with medium confidence]

The Integrated National Financing Framework (INFF) should be based on four building blocks: (i) assessments and diagnostics; (ii) a financing strategy; (iii) monitoring and review systems; and (iv) governance and coordination mechanisms. This requires an amendment of the Fiscal Strategy with a separate section on planning the funding and monitoring the financing of the National Development Strategy. Additional option is to have a separate section on financing the SDGs.

Integrated Local Financing Frameworks: UNDP supports the development and implementation of Integrated Local Financing Frameworks (ILFFs) to align public and private finance from domestic and international sources with SDG-oriented priority sectors. It facilitates establish monitoring, reporting, and tracking systems on local finance, as well as local level dialogue platforms that bring diverse actors together to discuss the needs, opportunities and challenges for local SDG financing. 

Guidance Note on Integrating Gender Equality into Local Financing Frameworks. Design together with the Ministry of Finance, publish, and disseminate a guidance Note on Integrating Gender Equality into Local Financing Frameworks.
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waste collected separately
(i.e., removed from landfill)

Renewable electrical By 2028, increase renewable electricity to 70% of total energy 50% (2023) 100%
energy relative to total consumption
electrical energy consumed
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