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A Introduction

Integrated Planning System

The Integrated Planning System (IPS) proposal was adopted by the Council of Ministers Decision 692 10.11.2005. The IPS provides a set of operating principles to ensure that the government planning and monitoring framework as a whole takes place in a coherent, efficient and integrated manner. It is neither a new nor a separate planning system. The fundamental assumption of the IPS is that the quality and coherence of the core technical processes significantly affect the government’s ability to achieve its goals. Two processes cover all government organisations and activities:

· a national medium- to long-term strategic planning process, the National Strategy for Development and Integration (NSDI), which establishes strategic priorities and goals; and
· a medium-term budgeting process, the Medium-Term Budgeting Programme (MTBP), which requires each ministry to develop a three-year plan within an expenditure ceiling to achieve its policy objectives, consistent with the National Strategy for Development and Integration
Four core processes must be fully reflected in the strategic planning and budgeting processes: 
· European and Euro-Atlantic integration, namely the implementation of the Stabilisation and Association Agreement and the NATO Membership Action Plan
· Government programme

· Public investment  

· External assistance 

The changes introduced in the strategic planning process aim to address the following three limitations of the earlier process:

· The strategic planning process was not comprehensive. 
Under IPS, there will be a hierarchy of strategic planning documents. A single national strategy, the NSDI, will build on a comprehensive set of sector strategies and will be guided by a selective set of crosscutting strategies. The national strategy will emerge as a synthesis of sector strategy documents developed for all sectors, unlike the GPRS/NSSED which was developed for a limited number of sectors. The European integration and NATO membership planning process will be fully incorporated in the revised national strategy.
· The strategic planning process did not receive direction by the Council of Ministers.
Under IPS, line ministries will be responsible for preparing sector strategies that meet quality standards and demonstrate the links between costed policies and the goals they intend to attain. This will enable the Prime Minister and ministers to set strategic directions within a sound fiscal framework at the beginning of the annual planning process.

· The strategic planning process was disconnected from medium-term budgeting. 
Under IPS, strategic and budget planning are components of a single public expenditure management system:
· Line ministries set in their sector strategies medium- to long-term goals, which are identical to the goals specified in the MTBP preparation forms for each budget programme, and broadly estimate the resources needed to achieve these goals.
· The Department of Strategy and Donor Coordination, in collaboration with the Department of Budget Policy and Analysis and the Macroeconomic Department, prepare options for the broad inter-sectoral allocation of resources for the Strategic Planning Committee at the beginning of each MTBP cycle.
· The Strategic Planning Committee and the Council of Ministers decide on the broad inter-sectoral resource allocations over the medium-term to initiate the MTBP preparation process.
The core recommendations of the IPS proposal regarding strategic planning were as follows:

	1. A national strategy should be mandated as Albania’s strategic planning framework focusing on medium to long-term planning for all planning frameworks

2. The Stabilisation and Association Agreement and the NATO Membership Action Plan will be embodied in the national strategy

3. The new national strategy will aim to fulfil the standards and criteria of these agreements
4. The national strategy should adopt a medium-term time horizon for most policy planning, but this be linked to achieving long-term goals (2015)

5. High-level indicators should be established to gauge Albania’s progress in achieving its national goals

6. Albania’s medium-term strategy should comprise sector and cross-cutting strategies that include a medium to long-term outlook and indicative costing

7. The national strategy should be clearly distinguished from MTBP, with the strategy identifying the medium to long-term policy goals and objectives that guide the annual MTBP process with its 1-3-year time horizon

8. To deliver the national strategy’s new mandate, the Department of Strategy and Donor Coordination will:

· develop a strategic planning methodology to support the new strategy process;
· work with other central institutions to align planning time frames for publication in an annual integrated planning and budget calendar;
· work closely with INSTAT to identify high-level indicators and data collection requirements and to avoid duplication;

· design standard methodologies, standards and formats for sector and cross-cutting strategies;

· work closely with ministries to ensure that sector or cross-cutting strategies are consistent with national goals and strategic priorities;

· work closely with the Macroeconomic and Budget Departments on costing national goals and sector/cross-cutting strategies;

9. Public investment and technical assistance planning will shift to a sector policy basis where projects are identified to deliver national strategy policy goals and objectives and reinforce the government’s strategic priorities
10. European integration and NATO membership planning will be fully integrated within the new planning system, while recognizing their unique requirements

11. European integration and NATO membership will be deemed cornerstones of the national vision exercise and be taken into account when developing high-level indicators and macro costing scenarios

12. European integration and NATO membership requirements will be fully reflected in sector and cross-cutting strategies

13. The Ministry of European Integration will work closely with the Department of Strategy and Donor Coordination and the Budget Department to streamline and reflect European integration in the national strategy priority actions, align the European integration and MTBP planning calendars, and translate the European Partnership Action Plan (EPAP) measures into MTBP classifications


A.1 Management structure
The following roles have been approved by the Strategic Planning Committee.

At the centre of government:

· Prime Minister: chairs the Council of Ministers and the Strategic Planning Committee
· Deputy Prime Minister: chairs the Government Modernisation Committee 

· Council of Ministers: approves the NSDI, sector and crosscutting strategies
· Strategic Planning Committee: reviews the NSDI, sector and crosscutting strategies
· Government Modernisation Committee: ensures the proper implementation of the IPS

· Department of Strategy and Donor Coordination, Council of Ministers: responsible for IPS and NSDI coordination; reports to the Deputy Prime Minister
	NSDI Unit

The NSDI Unit at DSDC has the following terms of reference:
1. To design a strategic planning methodology for implementation across government; this will establish standards and procedures for the national, crosscutting and sector strategies.

2. To oversee the development and writing of the NSDI and coordinate ministry/agency contributions according to the new strategic planning methodology; this will include working closely with the Committees on Strategy, Budget and Integration and Crosscutting Committees and advising on external consultations with civil society and the private and public sectors.

3. To provide general support to the Council of Ministers Committees overseeing NSDI by preparing proposals/reports for presentation and assuring the quality and consistency of proposals, including crosscutting and sector strategies.

4. To identify, in collaboration with INSTAT, a set of high-level, outcome indicators to be tracked over time to assess progress towards long-term national goals; and to prepare an annual progress report, including gaps and necessary remedial measures.

5. To work closely with the General Department of the Budget and the Ministry of European Integration to ensure that the MTBP and European integration processes appropriately reflect NSDI goals and objectives.



· Department of Budget Policy and Analysis, Ministry of Finance: advises line ministries on the cost implications of policy issues
· Macroeconomic Department, Ministry of Finance: responsible for preparing the medium-term resource framework in the form of scenarios and corresponding risks
At the line ministry level:
· Minister: responsible for formulating the sector strategies and the ministry contributions to crosscutting strategies

· Deputy Minister: chairs the Committee on Strategy, Budgeting and Integration and manages the formulation of sector strategies and the contributions to crosscutting strategies on behalf of the Minister

· Committee on Strategy, Budgeting and Integration: responsible for sector strategies and their link to the MTBP, public investment, external assistance, European integration and government programme processes; may assign special groups to prepare parts of the sector strategy; reports to minister; organises consultations with non-government stakeholders
· Crosscutting Committee (for each crosscutting strategy): responsible for crosscutting strategy preparation and its link to sector strategies; chaired by minister of identified leading ministry; set up by Prime Minister Order
At the level of non-government representative bodies:

· Parliamentary Committees: receive drafts of sector strategies that correspond to their area of work submit comments on their content

· Sector Advisory Group: comprises non-government stakeholders and is the main interlocutor of the leading ministry during the preparation of the sector strategy

· Crosscutting Advisory Group: comprises non-government stakeholders and is the main interlocutor of the leading ministry during the preparation of the crosscutting strategy – where a participatory process is envisaged to take place

· National Advisory Group: consists of members of the Sector/Crosscutting Advisory Groups and is the coordinating body for the participation of non-government stakeholders
· External Assistance Technical Working Groups, offer advice in the preparation of sector strategies; are responsible for monitoring that collective donor policies satisfy the Paris Declaration on aid coordination; their structure adjusts to the definition of sectors and crosscutting issues

A.2 Document structure
The national strategy document will have the following structure: 

	Chapter
	Content

	1. Overview
	A. Overview of current situation and key issues facing the country. Review of government performance.

Lead: NSDI Unit (drawing on most recent NSDI Progress Report)

B. Concept note on sources of growth

Lead: NSDI Unit

	2. Vision, strategic priorities and strategic goals
	Concise statement providing the overall framework of the strategic planning exercise. Envisaged role of government.

Lead: Strategic Planning Committee (Council of Ministers)

	3. Policies
	Key points of sector and crosscutting strategies in summary form arranged by strategic priority, with emphasis on links between major policies and achievement of strategic goals.

Lead: Line ministries; NSDI Unit (synthesis)

	4. Macroeconomic framework and fiscal implications
	A. Macroeconomic framework in the form of scenarios 

Lead: Macroeconomic Department (Ministry of Finance)

B. Broad inter-sectoral implications of strategic priorities

Lead: Line ministries (underlying costing); NSDI Unit and Department of Budget Policy and Analysis (synthesis)

	5. Accountability, monitoring and evaluation
	High-level indicators, which assess progress towards the key national goals. Evaluation studies to be carried out.

Lead: NSDI Unit and INSTAT


The sector strategy document structure will mirror that of the national strategy. 
	Chapter
	Content

	1. Overview
	Overview of current situation and key issues facing the sector. 

	2. Vision, priorities and goals
	Concise statement providing the overall framework of the strategic planning exercise in the sector. Envisaged role of the government.

	3. Policies
	Major policies to achieve sector key strategic goals. 

· Main characteristics and timeline of policies

· How the policies will help the sector reach its goals
· Analysis showing why preferred policies are likely to be more effective over alternatives
Reference to policies that address crosscutting issues. 

	4. Resource implications
	Broad distribution of resources across policies in the medium- to long-term under alternative scenarios of resource availability to confirm realism in target setting. Implicit necessary shifts between sub-sectors.

	5. Accountability, monitoring and evaluation
	Indicators, which assess progress towards the key sector goals. Evaluation studies to be carried out. Description of consultation process.


The structure of crosscutting strategy documents will vary on a case by case basis but will parallel that of sector strategies – with the exception that a chapter on resource implications is not necessary, as the main planning framework is the sector strategy.
Strategic planning principles
	· Ownership: Strategic planning documents articulate a set of national goals, which are consistent with a long-term vision shared across the political spectrum, even though the incumbent government programme is a key document of reference. At the level of the national strategy, the members of the Council of Ministers are supported with high-quality information to understand the real tradeoffs between alternative choices and, in return, support collective decisions. At the level of sector/crosscutting strategies, government officials assume responsibility for proposing policies which are achievable and in the citizens’ collective interest.
· Commitment: The formulation of strategic planning documents has a perceptible effect on the allocation of resources to achieve national goals.

· Comprehensiveness: The national strategy integrates all existing policy frameworks in recognition of the interrelated character of the challenges facing Albania and highlights the tradeoffs.

· Coherence: The national strategy is derived as a synthesis of sector strategies. Sector strategies are fully consistent with the goals identified in crosscutting strategies.

· Clear role for the government: The documents address the role of government in the respective sectors, distinguish regulatory from service delivery functions, and recognise the complementary roles that non-government stakeholders can play. 

· Clear roles within government: The strategies clearly allocate responsibilities between (a) ministries concerned; (b) central and local government.

· Use of evidence: The strategies are founded on a transparent analysis of the alternative paths to achieving national goals based on international evidence, past experience, and the efficient use of reliable information. They take stock of the current conditions, especially the effectiveness and efficiency of public spending.

· Realism: Targets need to be challenging yet realistic in relation to constraints. Strategies are not wish lists of interventions. They recognise the resources that are likely to be made available to a sector, as outlined in macroeconomic assumptions. Target levels and timing are adjusted to available resources through an iterative process. The recommendations for inter-sectoral resource allocations feed directly into the medium-term budgeting process. 

· Integration with budget process: Although the development of strategic planning documents at the sector level should be a continuous activity, the timing of its outputs should be consistent with the budget preparation calendar. Sector strategies will not affect allocations unless they are completed before the beginning of the medium-term budgeting process in February. This principle is one of the basic premises of the IPS.

· Participation: A framework for effective consultations with non-government stakeholders is in place to open up debate and develop a consensus over strategies.
· Accountability: Adding up the resource implications of individual sector strategies and setting priorities is made in a transparent way, which is consistent with national goals.

· Results-orientation: Indicators of progress against the stated goals are built into the strategies and are regularly reviewed.




A.3 Macroeconomic framework

The strategic planning process at the national and sector levels will take place in the context of an overall resource framework to ensure that proposed strategies are affordable on aggregate. 

The NSDI and sector broad preparation ceilings consist of: 

· Total expenditure ceilings 
· For the years 2006-2009, these are set in the Macroeconomic Framework prepared by the Macroeconomic Department in the Ministry of Finance and approved by the Strategic Planning Committee of the Council of Ministers. The Framework projects revenues over the coming three years and indicate the resources that the government will have at its disposal to finance its expenditure.

· For the years 2010-2013, a working assumption (…) 
· Ministry expenditure ceilings

· For the years 2006-2009, these are set in the Budget Preparation Instruction – Part A, which has been issued by the Ministry of Finance following the approval of the Strategic Planning Committee of the Council of Ministers, indicate the choice of the government for the strategic allocation of total expenditure ceilings to ministries.

· For the years 2010-2013, a working assumption (…)
The strategic planning exercise should enable the government to assess the realism of sector policy targets in relation to expected funding levels, facilitate an assessment of where various targets and commitments may need to be adjusted, and help the government to identify the impact of alternative external assistance scenarios on the achievement of NSDI objectives. For that reason, the assumptions should be seen as an aid to planning rather than a firm commitment to particular levels of funding. After all, the strategic planning process is designed to enable the Council of Ministers decide how current allocations should be shifted. 

Planning within working assumptions (for example ‘baseline’, ‘optimistic’ and ‘pessimistic’ expenditure scenarios) would enable sectors to highlight where strategies are affordable and where they are not in the long term.  

The preparation of sector strategies is facilitated by the fact that line ministries will have followed the procedures on Programme Expenditure Planning as part of the Medium-Term Budget Programme.

[Insert the macroeconomic framework included in the Budget Preparation Instruction – Part A with working assumptions for the period 2010-2013]

The final drafting of the NSDI will be based on the updated macroeconomic framework, which is expected in September 2006.
A.4 Timetable

The Strategic Planning Committee has decided on the following phased approach for the preparation of the national, sector and crosscutting strategies. 
1. March-May 2006 

Line ministries implement two sets of MTBP procedures according to the Budget Preparation Instruction – Part A:

· Programme Policy Review (PPR): The PPR process results in a Programme Policy Statement, which describes the policy for every budget programme and specifies: 

· the policy goals (i.e. desired, measurable results to be achieved from government actions that should be achieved in the long term); and 

· the policy objectives (i.e. specific results, precisely measured in terms of time, number and cost, that can be accomplished in the short-to-medium term and that are intermediate steps in achieving a policy goal). 

Programme Policy Statements should capture all line ministry policy commitments, as reflected in the government programme, the Stabilisation and Association Agreement, the European Partnership, the NATO Membership Action Plan, and any other operational sector and crosscutting strategy documents (for example, the National Strategy of Energy or the Decentralisation and Local Autonomy Strategy). In principle, Programme Policy Statements should be informed by sector strategies. However, the status of sector strategy documents is variable and many cannot be used as basis for the NSDI or are already being revised. Therefore, the reverse process is being followed: comprehensive Programme Policy Statements will inform the preparation of sector strategies.
· Programme Expenditure Planning (PEP): The PEP process requires line ministries to decide annual outputs for every budget programme, link these outputs to the policy objectives and policy goals identified in the Programme Policy Statement, identify programme activities and their cost, and allocate MTBP preparation ceilings across budget programmes for the main expenditure categories (salaries, operations, transfers and capital). Thorough completion of these forms is an essential first step for the costing of the sector strategies.
2. End of May 2006

At the end of the MTBP preparation phase, each line ministry will submit a sector strategy completion plan and, if they are a leading ministry, also crosscutting strategy completion plans outlining in up to two pages: 
· if a sector/crosscutting strategy exists or is currently being developed, to what extent can it be considered a working basis and how consistent is it with the principles and standards included in this Instruction;

· the status of the Programme Policy Statements prepared as part of the 2007-09 MTBP;

· areas which need to be developed in the course of completing a (basic or full) strategy;

· groups assigned with the responsibility to complete a (basic or full) strategy;

· consultation plans, including the list of potential organisations to be invited to the Sector and Crosscutting Advisory Group;

· existing technical assistance which can be mobilised to complete a (basic or full) strategy;

· request for technical assistance;
· timeline for completion of the strategy and main risks;

· what type of strategy document (basic or full) will be submitted by October 2006

3. Early June 2006

The Department of Strategy and Donor Coordination will assist with the review of these completion plans against the principles and standards included in this Instruction.
The outcome will be a national strategy completion plan, which will classify sector and crosscutting strategies in three categories: 

· Operational: These are existing sector and crosscutting strategies that satisfy the standards introduced in this Instruction and do not need to be revised. 

· On track: These will tend to be existing sector and crosscutting strategies, which may only need revisions on the basis of the new standards and the priorities of the government, or which are currently being developed. Some of these strategies might need technical assistance in order to be finalised in time. On the whole, sectors that are on track will submit full sector strategies by October 2006 with the intention for them to be approved by the Council of Ministers.
· Off track: These sectors are not likely to complete their strategic documents in time. In this case, the respective line ministries will submit basic sector strategies, which will be finalised at some point after October 2006. 

The Department of Strategy and Donor Coordination will:

· submit the national strategy completion plan to the Strategic Planning Committee for information by the end of June 2006

· will respond to any requests for technical assistance for sector strategy preparation and incorporate them in IPS support programmes

· provide tailored technical support based on the needs of individual strategies
4. June-October 2006 

From the moment line ministries submitted their sector strategy completion plans, they begin the preparation of sector and crosscutting strategies. Sectors whose strategies are on track will aim to improve weak areas of their documents and work towards a full sector strategy draft; other sectors will aim to complete basic versions of their strategies. The definition of basic and full strategies is provided in the strategic planning methodology.

The Committee on Strategy, Budget and Integration will: 

· appoint, if necessary, working groups to address specific aspects of the sector strategy preparation process

· ensure that the Sector Advisory Group is established and that it convenes during the preparation process

· check that the draft respects the principles and standards outlined in this Instruction

The Department of Strategy and Donor Coordination will: 

· provide advice on drafting, upon request 

· monitor the preparation process; in particular the Department will request two updates against the sector strategy completion plan by July 28 and September 15
5. October-December 2006

The Department of Strategy and Donor Coordination will receive drafts of (basic or full) sector and crosscutting strategies during the first half of October. It will:

· Review the received drafts of sector or crosscutting strategies applying the principles and standards included in this Instruction and submit annotated proposals to the Strategic Planning Committee on whether the draft sector or crosscutting strategies satisfies the standards.

· Complete the NSDI first draft on the basis of received (basic or full) sector and crosscutting strategy documents.

· Organise consultation for the NSDI first draft.

· Complete the NSDI final draft.

6. January – February 2007

The Department of Strategy and Donor Coordination will submit the final draft of the NSDI to the Strategic Planning Committee for debate and review. The Council of Ministers will approve the NSDI. The approved NSDI will be submitted to the Parliament.

Throughout 2007, those line ministries that only submitted basic sector strategies will continue working towards their completion with assistance from a joint donor funding mechanism. This approach is consistent with the government commitment to complete the national strategy in time for the 2008-2010 planning cycle. Once completed, the sector strategy will, along with others that similarly had to be delayed, be included in an updated national strategy in January 2008. It should be noted that this approach differs from an annual updating exercise; only those sectors with basic strategy documents will be added to the updated NSDI.

B National strategy – NSDI
Structure

The national strategy document will have the following structure by chapter:

· Chapter 1: Overview
This introductory chapter will be split in two sections. The first section will outline the current situation in an attempt to answer the question “where is Albania now”. The NSDI Unit at the Department of Strategy and Donor Coordination in the Council of Ministers will lead the preparation of this section, drawing largely on the 2005 Annual Progress Report.
The second section will provide a technical analysis on the sources of growth. The NSDI Unit at the Department of Strategy and Donor Coordination in the Council of Ministers will commission the preparation of this section. A background report will be drafted drawing on the international literature, reports on Albania, and the views of experts. The report will be prepared by the end of July 2006 and will be distributed to line ministries.
· Chapter 2: Vision, strategic priorities and strategic goals
This chapter will be a concise statement providing the overall framework of the strategic planning exercise and will attempt to answer the question “where do we want Albania to be” at the end of the seven-year period. The vision is expected to be largely determined by the commitment to European integration. Fundamental questions, such as the envisaged role of government, will also be addressed. A working group will assess the scope of the exercise and a statement will be prepared by the end of July 2006 and distributed to line ministries. The following definitions apply: 

1. Vision: a brief statement describing a desirable future state of affairs for the country, which serves as a foundation for the strategic planning process
2. Strategic priorities: the key areas in which the government will focus its activities in order to take the country from the present to the desirable future state described by the vision
3. Strategic goals: each strategic priority may have one or more strategic goals, which are outcomes that can be clearly measured at a specific point in time and are at least partly affected by the activities of the government
· Chapter 3: Policies
The national strategy document will be concise to ensure the widest possible readership; therefore this core chapter of the NSDI document will present the key points of the (basic or full) sector and crosscutting strategies submitted as part of the national strategic planning process. The emphasis will not be on a simple listing of these points but on highlighting the links between major policies and how these are related to strategic priorities and the achievement of strategic goals specified in Chapter 2. The NSDI Unit at the Department of Strategy and Donor Coordination in the Council of Ministers will lead the preparation of this section based on the inputs of all line ministries.
· Chapter 4: Macroeconomic framework and fiscal implications
This chapter will be split in two sections. The first section will present the macroeconomic framework in the form of alternative scenarios. The Macroeconomic Department at the Ministry of Finance will lead the preparation of this section. The Department produces three updates of the framework during the year: February, June and September. The February 2006 macroeconomic framework is used in the NSDI preparation instructions to inform the broad envelope of the strategic planning exercise. The NSDI will be based on the September 2006 update.
The second section will present the broad inter-sectoral implications of strategic priorities. In other words, it will attempt to answer the question “how do we get from where we are to where we want Albania to be”. Taking the current inter-sectoral allocation of resources as a starting point, in what direction should these allocations be changed in order to maximise the possibility that the strategic goals are achieved? 
The NSDI Unit at the Department of Strategy and Donor Coordination in the Council of Ministers and the Department of Budget Policy and Analysis in the Ministry of Finance will lead the preparation of this section. However, their work will depend exclusive on the costing of the sector strategies by line ministries. This in turn presupposes that in-depth work has taken place by line ministries in the course of preparing the Medium-Term Budget Programme. During the final drafting of the NSDI, the NSDI Unit will present alternative options to the Strategic Planning Committee in order for a debate to take place among the advantages and disadvantages of alternative allocations.
· Chapter 5: Accountability, monitoring and evaluation
This chapter will list a compact set of high-level indicators, which will attempt to answer the question “how do we measure our progress”. The emphasis will be on outcome indicators, which are directly related to the strategic goals and are at least partly affected by the activities of the government. These indicators will be jointly agreed with the respective line ministries and will be a part of their monitoring plans, which will be developed under the Integrated Planning System. A set of prospective evaluation studies to be carried out may also be included. The NSDI Unit at the Department of Strategy and Donor Coordination in the Council of Ministers and INSTAT will jointly lead the preparation of this section based on the inputs of all line ministries.
B.1 Preparation
The following are the key stages in the preparation of the national strategy.

National strategy completion plan
The NSDI preparation process begins with the Order of the Prime Minister containing the Instruction. By the end of May 2006:

· Line ministries under the leadership of the Committee on Strategy, Budget and Integration and with assistance from the Department of Strategy and Donor Coordination will prepare sector strategy completion plans, according to the description of the NSDI Instruction.
· Line ministries, which have been assigned the coordination of crosscutting strategies, will have established the corresponding Crosscutting Committees, and will prepare brief crosscutting strategy completion plans.
The ministries will indicate whether they will be able to submit a basic or a full sector strategy. Definitions are listed in Section B. The Department of Strategy and Donor Coordination will combine the sector and crosscutting strategy completion plans into a national strategy completion plan, which will be the basis for monitoring progress until January 2007. This will be submitted to the Strategic Planning Committee in late June 2006 for information.
Review of draft sector and crosscutting strategies
Once the line ministries and other government organisations have submitted their draft sector and crosscutting strategies to the Council of Ministers: 

· The Department of Strategy and Donor Coordination reviews the draft strategy texts for compliance with the standards set in the methodology.
· The Department of Strategy and Donor Coordination combines its review with the comments of other stakeholders (parliamentary committees, advisory groups and donor-government groups) and submits an annotated proposal to the Strategic Planning Committee for each sector and crosscutting strategy, highlighting issues where the drafts do not meet the standards or raise important policy questions and making a recommendation on whether the submitted draft should be considered basic or full. 
· On the specific technical issue of costing the medium- to long-term goals, the Department of Strategy and Donor Coordination collaborates with the Department of Budget Policy and Analysis at the Ministry of Finance. In particular, the information from the Programme Expenditure Planning stage of the MTBP is used as a basis.
Development of first draft

Parallel to the completion of the review, the first draft of the national strategy is prepared, under the responsibility of the NSDI Unit. The components that are incorporated into this draft at this stage are:

	Chapter
	Activities

	1. Overview
	The analysis on social and economic conditions will be drafted gradually over the period June-October by the NSDI Unit.
A summary of the study on the sources of growth, which is expected by July, is incorporated. The emphasis during the drafting of the NSDI document in the October-November will be in ensuring that this is conceptually consistent with the presentation of policies in Chapter 3.

	2. Vision, strategic priorities and strategic goals
	Incorporate

	3. Policies
	The draft sector and crosscutting strategies’ priorities and goals are listed. In addition, an eclectic synthesis of those policies that are considered most critical for achieving the national strategic priorities is presented. These policies are described in relative depth to explain how they will deliver the expected results. Emphasis will be on the consistency with the requirements for European Union membership.

	4. Resource implications
	The latest macroeconomic framework, expected in September, is attached. This is the same framework used across government.

The analysis on resource implications is not incorporated at this stage.

	5. Accountability, monitoring and evaluation
	Following discussions with INSTAT and based on the list of indicators submitted by line ministries (part of their Ministry Monitoring Plans), a preliminary list of up to 30 outcome indicators is prepared for the monitoring of the national strategy.


The Strategic Planning Committee clears the first draft in order for it to be disseminated for discussion to: 

· the Economics and Finance Committee of the Parliament;

· the National Advisory Group

A national conference is organised within four weeks of the dissemination of the first draft with the participation of the National Advisory Group. Further dissemination activities will depend on the preparation of a communication and dissemination plan.
Development of final draft

Following the completion of these consultations, the NSDI Unit develops a second and final draft of the NSDI document. The final draft contains the following additions to the first draft:

· Revisions based on comments made during the consultation phase on Chapters 1-3

· With the collaboration of the Department of Budget Policy and Analysis at the Ministry of Finance, the financial implications of the sector strategies are added up and alternative options for inter-sectoral allocations are examined. This involves the working out of alternative directions for the inter-sectoral allocations over the 7-year planning horizon:
· Under a fixed overall resource envelope: the aim is to debate the relative effectiveness of alternative allocations for achieving goals across sectors, for example between basic education and transport

· Under different overall resource envelopes: once the preferred set of allocations under a fixed envelope has been reached, decide on how best to adjust these allocations in case of optimistic and pessimistic scenarios of resource availability

The NSDI Unit submits the first draft to the Strategic Planning Committee for review in the form of the scenarios described above. The aim is to enable the active involvement of the Council of Ministers in strategic choices and to build government consensus and commitment on national policy priority setting. The comments of the review are incorporated in the first draft of the national strategy, which is widely disseminated, inside and outside the government. 

The decisions of the Strategic Planning Committee over the alternative options on the spending priorities are incorporated in the final draft. The process should if necessary result in adjusting the ambition for some of the originally proposed strategic goals if they are found not to be affordable. At the request of the Strategic Planning Committee, the NSDI document will be brief to allow the widest possible readership.
Approval

The Strategic Planning Committee approves in principle the final draft and refers it for approval to the Council of Ministers.
Update
In view of the fact that a number of sector and crosscutting strategy documents will be refined following more in-depth policy research to take place during 2007, it is envisaged that the NSDI will be updated by January 2008. This is not equivalent to an annual updating exercise but is only foreseen in order to give sufficient time to the basic sector strategy documents to satisfy the standards, which are being introduced with this Instruction. 
B.2 Participation

The GPRS/NSSED process benefited from the substantial contribution of external support that mobilised a level of participation in the formulation of the national strategy that was considered unprecedented. An important drawback was that the mechanism was not sustainable in terms of the resources that it would take for line ministries to repeat. The challenge is to take the responsibility for inviting non-government stakeholders at a level of participation that is considered representative.

In line with the fact that the sector strategies form the core of the national strategy, it is recommended that the bulk of the participatory activity be organised at the sector level by line ministries. The body that will represent non-government stakeholders at the national level will be the National Advisory Group, which will be composed of two members each from the Groups formed to provide advice on the sector and crosscutting strategies, the Sector Advisory Groups and the Crosscutting Advisory Groups respectively. The National Advisory Group will take part in the discussion of the first and the final drafts of the NSDI documents.
B.3 Reporting

The NSDI Unit at the Department of Strategy and Donor Coordination is responsible for monitoring the progress made in the implementation of the national strategy. The following monitoring and evaluation tasks are envisaged:

· Cooperation with INSTAT for the timely provision of statistical information on the list of monitoring indicators: The NSDI Unit is updated on the implementation of the INSTAT programme. All necessary steps are taken to ensure that the monitoring indicators are fully integrated with the Integrated Planning System Information System and the associated Ministry Monitoring Plans. 
· Coordination of government policy evaluation activities: The NSDI Unit is a contact point for the most important of these activities and takes all steps necessary to ensure that the findings feed into the strategic planning process.

· Coordination of donor-funded policy evaluation activities: Donors have often been driving major policy evaluation studies in Albania, as they have attempted to raise awareness of the need for evidence-based policy making. The NSDI Unit acts as a liaison for major initiatives.

The NSDI Unit prepares an annual progress report with two purposes: 
· to report the results from the implementation of the strategy against the monitoring indicators included in the NSDI document; and 
· to be a reference document for wider policy discussion
There will be changes from the format and process used in past reports, as different government documents can address the information needs of different stakeholders. In particular: 
· The annual progress report will not substitute the annual reporting of outputs by individual line ministries. This type of reporting will be a part of the budget reporting system, in particular the Ministry Annual Report. The NSDI Unit will not be responsible for reporting on individual line ministry performance and it will not request line ministries to provide information for the annual progress report other than for very specific matters. 
· The annual progress report will not be the document explaining the policy choices of the government and will therefore be dissociated from the budget cycle. This role will be played by other government documents: the NSDI document, the MTBP document and the technical notes supporting the MTBP document.
These changes are outlined in a concept note issued by the Department of Strategy and Donor Coordination.
Finally, the annual progress report does not substitute the quarterly reporting process on European integration managed by the Ministry of European Integration, but is fully consistent with it.
C Sector strategies

C.1 Structure

The sector strategy document will have the following structure by chapter:

· Chapter 1: Current conditions
This introductory chapter will outline the current situation in an attempt to answer the question “where is the sector now”. It will also address the issue of government performance and what are the areas in which it can be improved.
· Chapter 2: Vision, strategic priorities and goals
This chapter will be a concise statement providing the overall framework of the strategic planning exercise and will attempt to answer the question “where do we want the sector to be” at the end of the seven-year period. The vision is expected to be largely determined by the commitment to European integration. Fundamental questions, such as the envisaged role of government, will also be addressed. The Committee on Strategy, Budget and Integration will assess the scope of the exercise. The same definitions apply as for the national strategy. The goals should be fully consistent with those specified in MTBP preparation forms.

· Chapter 3: Policies
This core chapter of the sector strategy will present the main characteristics of the policies that will help achieve the goals specified in Chapter 2, including a broad implementation timeline. There will be analyses of how the identified policies will take the sector from where it is now to where it should be and why the preferred policies should be more effective over alternatives. Special reference will be made to policies that address issues related to crosscutting strategies.
· Chapter 4: Resource implications
This chapter will present the broad distribution of resources across policies over the 7-year horizon of the strategy under alternative scenarios of resource availability to confirm affordability and realism in target setting. Its point of departure will be the current distribution of resources and the analysis will point to the implicit necessary shifts.
· Chapter 5: Accountability, monitoring and evaluation
This chapter will present the monitoring (mainly outcome) indicators, which will assess progress towards achieving the goals of the sector strategy. These should be a sub-set of the indicators identified under the Ministry Monitoring Plan established under the Integrated Planning System. There will also be a description of the consultation process for strategy preparation.

The final document should be short (not exceeding 40 pages) in order to:

· Encourage its review by a wider audience during the preparation stage 

· Focus the time and efforts of the Committee on Strategy, Budget and Integration on meeting the standards
	Sector strategy standards

The following standards will be used to review draft strategies.

Description of goals and policies

· Structure: Does the strategy follow the requested content structure?
· Relevance to national vision, strategic priorities and goals: Are the strategy’s priorities and goals consistent with the national strategy’s vision, strategic priorities and goals? 

· Role of government: Does the strategy address the role of government in the sector and recognise the roles that the private sector and non-government organisations can play? 

· Coherence and compatibility with crosscutting strategies: Does the strategy reflect all the goals and policies raised in the relevant crosscutting strategies?

· Policy-outcome links: Does the strategy explain the mechanism through which it is expected that the recommended policies will achieve the goals – and are these explanations based on any evidence from national and international experience?

Link to the budget

· Consistency with goals of MTBP Programme Policy Statements: In those ministries that follow the MTBP procedures, are the goals specified in the sector strategy fully consistent with the goals specified in the Programme Policy Statements?

· Correspondence of policies with budget programmes: Does the strategy link policies to existing budget programmes or indicate how these will be aligned in the future? 
· Costing assumptions: Does the strategy use transparent and credible assumptions to cost the major policy goals?
· Consistency with broad resource framework: Does the strategy show evidence of an underlying attempt to cost its strategic priorities and goals – and does it set realistic targets (in terms of level and timing) relative to the sector’s likely available resources?

· Tradeoffs: Does the strategy present its recommended policies as a result of a decision among alternative options – and the justification behind the preferred option?

· Prioritisation: Does the strategy present scenarios about how its targets could be revised or where additional resources would be allocated if they became available? 

Accountability

· Assignment of responsibility: Does the strategy assign responsibilities for policies between ministry departments (or between central and local government) in a clear way?

· Monitoring: Does a set of measurable outcome indicators correspond to the set of strategic priorities and goals?

· Participation: Does the strategy present evidence that open and meaningful consultation took place with organisations outside the government during the preparation of the draft? 




	Full and basic sector strategies

A full sector strategy satisfies the standards that are specified in the Instruction. However, it is recognised that the schedule for the preparation and consultation of sector strategies to feed into the NSDI document is tight. In some sectors, the existing capacity and resources may not lead to a sufficiently good sector strategy document in the time available. This should not prevent the preparation of the NSDI document. The intermediate category of basic sector strategies is therefore introduced. A submitted sector strategy will be considered basic in one of the two following ways:

· Either line ministries recognise that they need more time to prepare a sector strategy that addresses their needs and in their sector strategy completion plan opt for a basic sector strategy, identifying the areas which will receive attention on the road to the completion of a full sector strategy
· Or the Department of Strategy and Donor Coordination during the review of a sector strategy, which has been submitted as a full sector strategy, identifies several areas where the draft document does not fulfil the standards and recommends to the Strategic Planning Committee that it considers the submitted document as a basic sector strategy
Chapter

Characteristics of a basic strategy

1. Current conditions

Limited use is made of statistical or other evidence to characterise the key issues in the sector.

The role of government is not properly explored and the role of other stakeholders is ignored.

2. Mission, strategic priorities and goals
There is disconnection between the goals specified in the strategy and the MTBP preparation forms respectively.
Proposed policies bear limited relevance with the goals.
3. Policies
The strategy does not explain the mechanism through the proposed policies will achieve the goals. More policy research is required on select policy issues.
Policies for sub-sectors rather than the entire sector are outlined.

Crosscutting issues that affect sector policies have not been properly incorporated.

4. Resource implications
There is limited evidence that the cost of proposed policies has been properly calculated or that transparent and plausible assumptions have been applied.
The costing of goals substantially exceeds the overall resource framework and no alternative scenarios have been explored.

5. Accountability, monitoring and evaluation

The specified outcome indicators are: not measurable; or cannot be measured under existing data collection arrangements; or the strategy does not identify ways to ensure that these indicators can be measured. The identified indicators do not correspond to the strategic priorities and goals.
The extent of consultation with non-government stakeholders during the preparation phase is deficient.




C.2 Preparation

The following stages are linked to the preparation of the sector strategy document.

Sector strategy completion plan

On receiving this Instruction, the Committee on Strategy, Budget and Integration will:
· Discuss the preparation of the sector strategy completion plan. 

· Determine the membership of the working group(s) that will be assigned the development of the sector strategy (or parts of it). Where there is an ongoing effort to develop a sector strategy, retain the existing organisational structure. Otherwise, as a minimum, ensure that: 
· all heads of MTBP Programme Management Teams are included in the working group(s) 
· at least one representative of the European integration structure participates in the working group(s), if such a structure exists

· Issue an Order of the Minister for the establishment of the working group(s) to lead the preparation of the sector strategy. It must be stressed that the responsibility for the submission of the (basic or full) sector strategy document lies with the Committee and that any working groups are operational arrangements aimed to assist the preparation.
· Determine the potential membership of the Sector Advisory Group, which will represent non-government stakeholders in consultations on the content of the sector strategy
By the end of May 2006, each line ministry will submit to the Department of Strategy and Donor Coordination a sector strategy completion plan outlining in no more than two pages the following issues: 
	Question
	Potential issues

	Does a sector strategy exist? If so: 

· To what extent can it be considered a working basis? 
· Does it satisfy the principles and standards specified in this Instruction? 

· Are its key assumptions still relevant given the medium to long-term policy challenges and the priorities of the government?
	There are a number of documents that have been approved by the Council of Ministers in recent years. For example, the health strategy was approved by decision 382 on 19 June 2004 and the energy strategy was approved by decision 424 on 26 June 2003. These will need to be reviewed against the standards and any commitments. It will also need to be clarified whether any existing strategy is no longer considered relevant.
Particular attention should be paid to the fact that some of the strategies approved in the past only cover sub-sectors. They would therefore have to be incorporated into a document covering the entire sector. 

	Was the sector in the process of developing its strategy?
	For example, there are currently ongoing strategic planning activities in sectors such as higher education or public order. Ongoing strategic planning activities should ensure that they conform to this Instruction.

	What is the status of the Programme Policy Statements prepared as part of the 2007-09 MTBP?
	Did the sector successfully complete the 2007-2009 MTBP preparation forms? To what extent can they serve as a foundation for developing the sector strategy?  

	What are the areas which need to be developed in the course of completing a (basic or full) strategy?
	In sectors where an existing sector strategy document can serve as a basis, the specific areas where additional analysis will be required need to be specified, by chapter 
(for example, on the overview, the mission, the policies, costing or monitoring indicators). This should give a clear idea about the issues that need to be looked at in further detail to improve the quality of sector strategies.

	Which groups have been assigned with the responsibility to complete a (basic or full) strategy?
	The list of members must be mentioned.

	Which organisations will be invited to the Sector Advisory Group?
	The Sector Advisory Group will represent non-government stakeholders in the preparation of the sector strategy. The completion note will need to specify whether any formal decision has been made on how the Group members will be selected. Alternatively, the ministry will notify about any existing advisory groups.

	Does the sector receive technical assistance which can be mobilised to complete a (basic or full) strategy?
	The ministry will inform whether it currently receives technical assistance that may assist the drafting of (or is already involved in drafting) a strategy. This may be the case with projects which provide policy advice.

	Does the sector need technical assistance to complete a (basic or full) strategy?
	The ministry will indicate whether it needs additional assistance to draft the strategy and in what area. The requests will be reviewed and followed up by the Department of Strategy and Donor Coordination.

	What is the timeline for completion of the strategy? What are the main risks?
	On the basis of the above information, the ministry must outline a schedule for completion.

	What type of strategy document (basic or full) will be submitted by October 2006?
	The ministry must indicate whether the document to be submitted will be a basic or a full sector strategy.


Some ministries are responsible for more than one sector; separate sector strategy completion plans will need to be prepared for each sector. The plans are submitted to the Director of the Department of Strategy and Donor Coordination. The Department will assist in the drafting of the plans and will provide advice on the specifications. The contact point between the Department and line ministries will be the IPS Coordinator in the Committee on Strategy, Budget and Integration.
Development of sector strategies
The submission of the sector strategy completion plan by the end of May 2006 signals the beginning of the process to draft the sector strategy for those sectors that: 
· do not have a sector strategy in place; or 
· are not in the middle of formulating their sector strategy
Although the Department of Strategy and Donor Coordination may request some clarifications on points raised in the sector strategy completion plan, the plan itself will not be evaluated but will only be used as a basis for monitoring progress towards the submission of a sector strategy by October. 
Throughout the process developing sector strategies, line ministries may approach the NSDI Unit for guidance. The Department of Strategy and Donor Coordination will request two updates against the sector strategy completion plan by the following dates: 

· July 28

· September 15

The following checklist, while not exhaustive, indicates some necessary steps in the process of formulating or revising the sector strategy. However, it is up to each Committee on Strategy, Budget and Integration to decide on the organisational arrangement that will best serve the sector strategy completion plan. For example, if a single working group is not sufficient for the preparation of the sector strategy, other teams may be assigned the responsibility for specific areas, such as for each priority, crosscutting issue, the monitoring and evaluation framework, or the overview of current conditions. It is expected that the working group(s) assigned with the task of drafting the sector strategy will meet on a weekly basis and that the Committee will monitor their work once every two weeks.
	Chapter
	Activities

	1. Current conditions
	Use the latest statistical information. Ensure that authoritative studies on the sector by Albanian or foreign authors are consulted. The overview should incorporate the findings of joint evaluation activities with donors, such as the Public Expenditure and Institutional Review.

	
	Review the broad performance of public expenditure in the sector (by reference to the expenditure structure and analytic documents, such as public expenditure reviews) and the envisaged role for the government (for Chapter 1 and part of Chapter 2)

	2. Mission, strategic priorities and goals
	Formulate the concise statement on the mission, strategic priorities and goals with reference to:
· Draft statement on the vision, strategic priorities and strategic goals of the NSDI (to be available by July 2006)

· Technical analysis on the determinants of growth 
(to be available by July 2006)

· European integration commitments, as specified in the Stabilisation and Association Agreement, the European Partnership and the respective government action plans

· Government programme

	
	Revisit the goals and adjust the targets after the initial costing.

	
	Approve the statement on the mission, strategic priorities and goals.

	3. Policies
	Review the assumptions regarding links between the major policies and achieving goals in the sector.

	
	Review the correspondence between strategic priorities and budget programmes in the sector.

	
	On the basis of the participation in a Crosscutting Committee, assess whether the corresponding crosscutting strategy issues are reflected in the sector strategy.

	4. Resource implications
	Examine the soundness of the cost assumptions behind sector goals and the realism of goals relative to the working assumptions of the macroeconomic framework included in the Instruction.

	5. Accountability, monitoring and evaluation
	Provide a draft list of monitoring indicators and, if some of these indicators cannot be currently measured, outline plans for future data collection in association with INSTAT.

	
	Develop joint workplan with the Sector Advisory Group and the External Assistance Technical Working Group.


A zero draft of the sector strategy, which brings together the progress that has been achieved in each chapter to that date, may be developed by the end of July to serve as the basis for consultations in early September with the Sector Advisory Group and the External Assistance Technical Working Group. After receiving the comments of the two groups as well as the opinions of other experts, which may also be solicited, the Committee on Strategy, Budget and Integration submits by October 16 the draft (basic or full) sector strategy to the Department of Strategy and Donor Coordination.

In addition, the draft should be sent to the following: 

· the respective parliamentary committee 

· the members of the Sector Advisory Group
· the members of the External Assistance Technical Working Group

· the respective Crosscutting Committees (for comments on whether the crosscutting issues are being successfully incorporated)

Each group needs to submit their comments on the draft sector strategy to the Department of Strategy and Donor Coordination by November 10.
Review of draft sector strategies

The comments on the draft sector strategy from the different sources are consolidated by the Department of Strategy and Donor Coordination and submitted to the Strategic Planning Committee. On the basis of the consolidated comments, the Strategic Planning Committee assesses whether a sector strategy can be considered full or basic. The assessment is communicated to the line ministry. The assessment is accompanied by the amended comments, which must be incorporated in order for the draft to become a full sector strategy in the following two cases: 

· either the draft sector strategy has been submitted purposefully as a basic sector strategy; 

· or the draft sector strategy has been submitted purposefully as a full sector strategy but the Strategic Planning Committee has assessed that it does not fully satisfy the standards
This assessment period will be completed over several meetings that will extend into 2007. The NSDI document is drafted irrespective of any unresolved issues in basic sector strategies. These will be taken into account during the update of the NSDI scheduled for January 2008.
Approval of full sector strategies
The Strategic Planning Committee will approve in principle those strategies considered final and will refer them to the Council of Ministers to be approved formally with a decision. It will also indicate which of the strategies that have been approved by the Council of Ministers in the past continue either in part or fully to be valid.
Finalisation of basic sector strategies
Basic sector strategies will be finalised during 2007 on the basis of the comments issued by the Strategic Planning Committee and any additional issues that are brought to the attention of the Committee on Strategy, Budget and Integration in the mean time.
In the future, all sector strategies prepared by line ministries need to follow the submission and review process described above. Any proposal by non-government stakeholders to revise a sector strategy should respect the above described framework and institutional architecture.
Under the Integrated Planning System, the revision of sector strategies is expected to be an ongoing process. However, due to the nature of the annual public expenditure management cycle, the period between the submission of the annual budget and the beginning of the medium-term budgeting process (November-January) is best suited for consolidating the revision and updating the sector strategy document in time for this to inform the medium-term budgeting process, which begins in February each year.
	Consistency of goals between sector strategy and MTBP preparation forms
The most important contribution that the NSDI process is making to the public expenditure management cycle at the sector level is in the specification of goals. The MTBP process will take precisely these goals as given and assign resources for a period of three years to policies that will help achieve them in the long-term. 

The preparation of the MTBP document requires the completion of two sets of procedures at the line ministry level: the Programme Policy Review, which describes with clarity the policy content of budget programmes, and the Programme Expenditure Planning, which assigns resources across these budget programmes. The following table shows an example of an earlier Programme Policy Statement, which is the core output of the Programme Policy Review process. The Programme Policy Statement outlines the description, goal, objectives, and standards of a policy. The policy goal is the desired, measurable result to be achieved in the long term and should be identical to the goals set in the sector strategy, while the policy objectives are intermediate, short- to medium-term steps in achieving a policy goal. 

Programme title
Basic education

Policy description
1. Provide equal opportunities to all children of respective age to complete compulsory education.

2. Expand the compulsory education from 8 to 9 years.
3. Complete education reforms in content and methodology.
Policy goals

= Desired, measurable results to be achieved from government actions that should be achieved in the long term

1. Increase compulsory education enrolment rate to 99%.

2. Increase number of schools and classrooms and improve teaching facilities in order to provide optimal teaching conditions.

3. Equip schools with teaching and learning materials, and laboratories.
4. Design new curricula, improve the teaching and learning process, and apply standards of content and achievement.
5. Improve human resource management by increasing teacher motivation.

Policy objectives – Year 1

= Specific results in terms of time, number and cost, that can be accomplished in the short-to-medium term and that are intermediate steps in achieving a policy goal

1. Build new schools and rehabilitate existing ones, particularly in urban areas.

2. Increase supply and quality of school equipment, providing for maintenance, with particular emphasis on science laboratories.

3. Design new curricula (programmes and textbooks) Classes 3 and 7.

4. Train and develop teachers.

5. Subsidise publication of textbooks for all students.

Policy objectives – Year 2
(…)
Policy objectives – Year 3
(…)
Policy standards

1. Approximately three laboratories per thousand students
2. Student-teacher ratio: 22
3. Class-teacher ratio: 35

4. Textbooks available to all students
The policy goals in this example had been imprecisely specified even though they were relatively easy to quantify. For example, it was not specified when the target enrolment rate would have been reached by. Similarly, it was not specified how many new classrooms would have been built. It was not at all attempted to specify less easily quantifiable goals, such as learning achievement.

Another weakness is that the specification of the policy goals has been the result of an incomplete process:

· Usually these goals were not the result of a strategic planning process;

· Even in some cases where an existing sector strategy document could be used as a basis to set policy goals, it was not properly taken into account during the budgeting stage. 




	To summarise, the NSDI and MTBP processes must be fully consistent with each other. The meeting point is the specification of long-term goals at the sector level. The sector strategy preparation process is responsible for the analytic work that leads to the definition of goals, which the MTBP process takes as given at the beginning of its annual cycle.

This discussion suggests another aspect where the sector strategy and MTBP processes should become increasingly compatible over time. As a hypothetical example, suppose that the ‘industry and energy’ sector strategy specified the following strategic priorities and goals:

Strategic priorities

Goals

A. Offer investment incentives in dynamic export sectors
Exports from agro-industry and shoes sectors to reach $X million by 2013
B. Increase efficiency in use of domestic mineral resources

(…)
C. Increase security and reliability of energy supply in general and electricity in particular

Increase electricity supply to 22 hours per day by 2013
D. Establish financially and technically efficient energy sector

Reduce network losses to X% of total electricity supply by 2013
E. Establish effective institutional and regulatory framework and restructure energy companies

(…)
F. Increase energy efficiency in generation/production and final use of energy aiming minimal environmental pollution

Establish baseline with new monitoring system conforming with EU standards by 2008 and improve domestic energy efficiency by 5% by 2013
At the same time, though, the budget is organised according to the following programmes:

Budget programme

Programme objective
1

Planning, management and administration

Increase efficiency in use of domestic resources; improve staff management 

2

Support for energy

Manage energy situation better; balance demand and supply to satisfy energy needs; increase efficiency of use of electric energy

3

Support for geographic sciences

Contribute to sustainable economic development (infrastructure, environment, quality of life); integrate into European institutions

4

Support for mines

Eliminate life and environmental hazards; finalise enterprise transformation process; reactivate super phosphate industry

In this example, there is not one-to-one matching between the strategic priorities and the existing budget programmes. Sector strategy preparation should initiate a process of aligning strategic policy priorities with budget programmes in order to increase the transparency between strategy formulation and budget allocations. Reorganising the budget programme classification to fit the sector’s strategic priorities will make it possible to monitor whether the budget finances priorities and whether the intended results are being achieved.




	Specifying and costing medium- to long-term goals
A sector strategy does not represent a commitment for allocating public expenditure in the same way as the (annual or medium-term) budget. Its role is to serve as the reference document guiding government spending plans. However, it needs to express priorities in an unambiguous way. The potential fiscal implications of major policies need to be quantified and compared to the likely broad resource framework: 

· It would be otherwise impossible to assess whether the scale of the interventions needed to achieve the targets is affordable. 

· If the resource envelope were to change, for example due to a revenue shortfall, it is necessary to have an adjustment plan that respects priorities.

Strategies in Albania have rarely been formulated within a resource envelope. This reduces the relevance of the strategy document. We return to the hypothetical example of the ‘industry and energy’ sector as a guide.

1. Consider current budget allocation

The table below shows the expenditure of the ‘industry and energy’ sector by programme.

2004 budget

2004 actual

Budget programme

 (Lek billion)
 (Lek billion)
%
4011 Planning, management and administration

0.2
0.2
6
4092 Support for energy

2.2
2.1
67
4113 Support for geographic sciences

0.5
0.5
14
4114 Support for mining
0.4
0.4
13
Total
3.3

3.2

100

The 2004 budget was Lek 3.3 billion. Given the projections for GDP growth and revenue as proportion of GDP from the latest Ministry of Finance macroeconomic framework, the sector can make assumptions about the range of its likely future resources. According to a baseline scenario, the allocation would remain constant as a share of the total budget. Alternative scenarios would imply growing or declining shares.

Scenarios, in Lek billion
2005

2008
2011
Baseline
3.3

3.8
4.7
Pessimistic
3.3

3.6
4.1
Optimistic
3.3

4.0
5.3
In addition, an indicative analysis of the distribution of programme expenditure by economic category can show where demands on the sector’s resources are likely to come from in the near future or where resources might be released to be used for the strategic priorities.

Budget programme

Salaries (%)
Other recurrent (%)
Capital (%)
4011 Planning, management and administration

59
32
9
4092 Support for energy

8
56
36
4113 Support for geographic sciences

0
0
100
4114 Support for mining
9
57
34
Total
10

47

43




	2. Assess costs of attaining strategic goals 

Chapter 3 of the sector strategy describes in detail the key policies that will best help deliver the targets. Broad cost estimates of medium- to long-term targets should then be provided. Using the ‘industry and energy’ sector example, the following gives a sense of the level of detail on the costs of targets to be included in the sector strategy.

· Offer investment incentives in two priority sectors: agro-industry and shoes
( Export level from agro-industry and shoes sectors to reach $X million by 2012

The overall target to increase the export level might be formulated within the wider crosscutting strategy to improve the business environment. Suppose that following a cost-benefit analysis, the provision of financial incentives for investment in high technology production equipment was a preferred policy over the alternatives of providing marketing support or training workers. Assume also that the analysis has shown that the export potential of these two sectors is constrained by the small size of producers that slows investment in good quality machinery and this market failure calls for government intervention. It should be stressed again that this is a hypothetical example, as the provision of investment incentives would normally be the mandate of the Ministry of Economy. Similarly, the general issue of identifying national champion sectors (for example, to support the agro-industry) is only used here as an example; it might be a policy that contravenes European legislation on state aid.

Let us assume that, according to the analysis, the installed capacity in Albania needs to grow from x to y m3 tonnes of olive and flower oil pressing equipment and from x to y units/hour of shoe assembly lines in order to reach the target output/export level. This requires cumulative investment in equipment worth $40 million. The government wants to subsidise 50% of these costs ($20 million over the period 2008-2010). Combined with some additional costs on training staff to evaluate, approve, and monitor the implementation of investment proposals, this would be equivalent to 20% of the total sector’s budget in 2008 and 18% of the total sector’s budget in 2010 under the baseline scenario.

Of course there is no guarantee that the export target level will be reached even if the investment in equipment is materialised. Other determinants of exports are the exchange rate, the marketing channels, and the labour skills, each of which can have a major role. The policy will need to be evaluated to assess whether it was good use of scarce resources.
Share of sector’s budget allocated (%)
Baseline scenario
Optimistic scenario
Pessimistic scenario
Strategic priorities

2008
2010
2012
2008
2010
2012
2008
2010
2012
Investment incentives
20

18

16

19.5

17

14

21

19.5

18

Increase efficiency in use of minerals
Secure and reliable electricity supply

Financial and technical efficiency
Institutional and regulatory framework
Energy efficiency improvement
The same type of analysis should be repeated for all the targets of the strategic priorities so that there is guidance on the broad costs of achieving medium-to-long term goals and whether they fall within the likely resource envelope. This is by no means the definitive allocation: the MTBP process has the mandate for finalising and elaborating these allocations. The process described above is intended to imbue realism in strategic planning and to strengthen the strategy-budget links. 




	3. Compare alternative ways of attaining medium- to long-term goals
The path to achieving certain medium- to long-term goals is relatively straightforward. However, the longer the horizon and the more factors affecting the desired outcome, the more it is necessary to compare alternative paths. A common tool for comparing different policy paths to medium- to long-term goals is cost-benefit analysis, which takes into account all impacts including ones which are not so amenable to quantification. 

A CARDS project trained a cross section of officials in November 2005 in cost-benefit analysis and provided a manual on basic techniques. The following example from this manual conveys the key message that there are alternative ways to achieve a particular target. At the strategic planning stage, it is necessary to compare the relative merits of all potential solutions and how their costs and benefits are spread over time.

If Albania is to become a full member of the European Union the country will be called upon to adopt the acquis communautaire. One of the most voluminous chapters of the acquis is on the environment. One of the areas of focus is air pollution. European air quality legislation controls pollutants in three areas: ozone depleting substances, emissions from motor vehicles, and long range air pollution. The air quality directive has set emission limits and measures aimed at ensuring that national monitoring is comprehensive and comparable.

Assessing the potential costs of complying with this piece of European legislation involves:
· Determining the baseline on air quality, i.e. where Albania is now compared to what is required for compliance with the directive 

· Determining the time by which the target needs to be achieved
· Determining the different schedules that can bring the necessary improvements
· Ranking these different schedules by their respective rates of return 
· Determining which proportion of investment will be covered by the government and what share can be covered by the private sector or external assistance
A common approach is to use international comparisons as a proxy, in other words what it cost other countries to move from one to another level of air pollution. A 1997 study, which attempted to cost the necessary reduction of emissions in accession countries to meet the respective air quality directive, estimated the costs of reducing emissions for different types of installations, technologies, fuels and different speeds of emission reductions. Costs per ton of reduced emissions were expressed in annual terms over the lifetime of the project considering the technical lifetime of the equipment.

While the approach has intuitive merit, it also has some flaws:
· A country may be unable to estimate the baseline because it lacks a monitoring system of air quality
· The baseline changes and therefore the country is facing a moving target over time as economic growth has significant effects on air quality, both positive and negative
· Last, but not least, different strategies can be envisaged to achieve compliance
For example, a potential choice may lie between using a system of Integrated Prevention Pollution and Control, which carries a high administrative cost, as opposed to carefully designed economic instruments. Economic instruments are improving as data become available and as novel ways are introduced for defining property rights. These would mean that greater reliance can be placed on the market rather than on complex monitoring and control regimes for achieving objectives. This is the type of strategic choice that needs to be made as part of the sector strategy formulation and explained in the presentation of policies in Chapter 3.



C.3 Participation

The government is committed to transparency and public participation in the formulation of sector strategies. Accountability in the use of public resources is a priority and an integral part of improving governance. Participation should enable policy choices to be better informed. To allow for a meaningful degree of participation in the preparation of sector strategies, each line ministry needs to take the following steps upon receiving this Instruction.
· Carry out a stakeholder analysis from the following groups: local government; trade unions; professional associations and chambers; academics and other experts; non-government organisations; citizen associations; businesses and employers associations.
· Publish the list of all organisations that were considered.

· Develop a set of criteria for the selection of members for the Sector Advisory Group, which will be sector-specific but should ensure that the process is:

· Transparent: the rules of selection and subsequent consultation are clear from the outset
· Regionally representative: although the intention is to form an expert group, every effort should be expended to invite people from different regions

· Politically neutral: this forum should not be used as a ground for political strife

· Meaningful: sufficient time should be given to the Group for consultation and feedback

· Select a group of 10-15 individuals or representatives of organisations that will form the Sector Advisory Group. 
Each sector should form separate criteria for the appointment of the Sector Advisory Group because each faces a different mix of stakeholders. For example, a local government representative would only be necessary in sectors that correspond to local government functions. The selection of non-government and citizen organisations may be delegated to recognised representative groups. 

Once the Sector Advisory Group has been appointed, the members need to be trained in the sector strategy formulation process. A joint workplan needs to be agreed and implemented. The Department of Strategy and Donor Coordination can support this process upon request.

	Sector Advisory Groups after the formulation of the sector strategy
The selection process for Sector Advisory Group members should also set rules determining the replacement of members over time. Sector Advisory Groups are expected to be active not only in the formulation of but also in the review of sector strategies as permanent advisory councils for the Ministry on long-term planning issues. 
It is recommended that the government consider introducing legislation to provide for a permanent advisory structure in each sector. This group will update the government on developments in the sector at the national and international level, will draw conclusions from policy implementation, and will submit these to the government in the form of recommendations. A regular report on developments in the sector will be a crucial input to future revisions of the sector strategy. 



	External Assistance Technical Working Groups 
The current function of External Assistance Technical Working Groups does not fully serve the needs of the strategic planning process. Currently, several groups do not meet regularly. Other groups meet without the participation of the government. Finally, some active groups are not part of the formal government-donor coordination architecture. 
The government, through the Department of Strategy and Donor Coordination, wishes to lead these groups to ensure that their activities fully support sector strategies. The Instruction maps sectors to existing donor working groups. The donor community, through the Donor Technical Secretariat, is encouraged to develop the structure that will best serve the process of coordination at the sector level. 
The sector strategy formulation process needs to be presented to the External Assistance Technical Working Groups. A joint workplan needs to be agreed and implemented. The Department of Strategy and Donor Coordination can support this process upon request.



C.4 Reporting

Under the institutional architecture of the previous strategic planning process, the GPRS/NSSED, Monitoring and Evaluation Units had been established in 16 line ministries with the responsibility to analyse data, conduct policy impact evaluation studies and record progress against sector goals specified in the GPRS/NSSED. Each Unit was also intended to cooperate closely with the Budget Department at the Ministry of Finance during the preparation of the MTBP to ensure that allocations matched priorities specified in the GPRS/NSSED. However, the Units did not fulfil this role. Following the formulation of the GPRS/NSSED, the Sector Technical Working Groups perceived their further participation into monitoring and evaluation activities as a bureaucratic obligation and not as part of a continuous process to review and improve policies.
· Staff did not have monitoring as their only – nor even the primary – task. The tasks were simply added to existing staff and job descriptions did not reflect these new responsibilities.
· The Units were often not linked to the planning and budgeting departments. In addition, they had a relatively low status and could not have an impact on policy formulation.
· Although some staff had received training in some aspects of monitoring and evaluation, project management, and statistical methods, there were very few skills on policy analysis.
· Monitoring was fragmented and the Units were overwhelmed with reporting on different aspects of the planning and budgeting process, which were viewed as separate even though they were part of a single public expenditure management process.
The first two issues are being addressed by combining the planning and budgeting functions under the new General Departments of Policy in line ministries. This will facilitate the exchange of information and will strengthen the monitoring function. The third issue will be addressed through the provision of technical assistance as part of the Integrated Planning System.
The fourth issue will be addressed with the introduction of a single monitoring and evaluation output in every line ministry, the Ministry Annual Report. This will report on performance relative to resources allocated and results achieved, according to the Ministry Monitoring Plan. The Plan will consist of output and outcome indicators. Outcome indicators will be the focus of the monitoring of the sector strategy. The format of the Ministry Annual Report will be decided in 2006 and the first Reports are scheduled for 2008.

D Crosscutting strategies

A weakness of strategic planning in Albania in the past has been the fact that strategic documents which required inter-ministerial coordination were being approved with weak or no management structures, poor links to the budget and therefore little chance of ever being implemented. There was a perception that formulating a crosscutting strategy was sufficient. 

In the new strategic planning architecture, crosscutting strategies are recognised as instruments to coordinate horizontal activities and identify potential areas of conflict across sectors. However, the vehicle for the implementation of government priorities is the sector strategy. A crosscutting strategy serves essentially not as a planning but as a monitoring framework: coordinators of crosscutting strategies need to ensure that the goals are fully consistent with those goals specified in sector strategies; no other mechanism can currently guarantee that crosscutting strategies are properly financed. 

In summary, crosscutting strategies will satisfy the following principles:

· a line ministry is clearly designated to lead the crosscutting strategy with responsible structures for coordination and a Crosscutting Committee is established by Order of the Prime Minister
· crosscutting strategy goals are fully consistent and reflected in respective sector strategies

D.1 Structure

As mentioned in the Instruction (Section 3), the crosscutting strategy document will have a similar structure to that of the sector strategy document with the exception of the chapter on the resource implications.

· Chapter 1: Current conditions
This introductory chapter will outline the current situation, focusing on the issues that call for coordination through the formulation of a crosscutting strategy. It will also address the issue of government performance and what are the areas in which it can be improved.
· Chapter 2: Vision, strategic priorities and goals
This chapter will be a concise statement providing the overall framework of the strategic planning exercise in this horizontal area. The same definitions apply as in the case of the national strategy. Particular emphasis needs to be placed on the envisaged role of government relative to non-government stakeholders.
· Chapter 3: Policies
This chapter will describe the main policies that will help achieve the goals of the crosscutting strategy. Particular emphasis needs to be placed on analysing how identified policies will help achieve the strategic goals and in what ways they are preferable to alternative policies considered. There will be explicit references to the sector strategies that address these policies.
· Chapter 4: Monitoring
This chapter will describe the monitoring indicators and the agency, which will assess progress towards the strategic goals. The consultation process will be documented.
D.2 Preparation
The need for coordination across line ministries on a specific policy area that is of priority to the government may generate the demand for a crosscutting strategy. In principle, such demands must be brought to the attention of the Strategic Planning Committee. This year, the Strategic Planning Committee has sanctioned a set of ten crosscutting strategies and has assigned specific government agencies with the responsibility of coordinating the preparation. Other crosscutting strategy initiatives can be introduced in the future. However, it is preferable to keep the number of crosscutting strategies limited to minimise the burden on the administration.

Crosscutting strategy completion plan
On receiving the Instruction and upon the issuing of the Order of the Prime Minister, the Crosscutting Committee will meet to:
· Determine the membership of any technical group(s) that will assist the preparation of the crosscutting strategy.

· Determine the potential membership of the Crosscutting Advisory Group, which will represent non-government stakeholders in consultations on the content of the crosscutting strategy

· Discuss the preparation of the crosscutting strategy completion plan.  

By the end of May 2006, each Crosscutting Committee will submit to the Department of Strategy and Donor Coordination a crosscutting strategy completion plan outlining in no more than two pages the following issues: 
	Question
	Potential issues

	Does a crosscutting strategy exist? If so: 

· To what extent can it be considered a working basis? 
· Does it satisfy the principles and standards specified in this Instruction?
	Several of the sanctioned crosscutting strategies already exist. For example, this is the case with the decentralisation; rural development; anti-drug and human trafficking (as part of the new strategy on organised crime); children, disabilities and Roma strategies (as part of the new strategy on social inclusion). These will need to be reviewed against the standards and any commitments.

	Is there an ongoing process of developing a crosscutting strategy in this area?
	For example, there are currently ongoing crosscutting strategy development activities in environment and regulatory reform. These ongoing activities should ensure that they conform to this Instruction.

	What areas need to be developed in the course of completing a (basic or full) strategy?
	A review of how existing sector strategies cover the crosscutting issue needs to be carried out. The specific areas for additional analysis need to be specified.

	Which groups have been assigned with the responsibility to complete a (basic or full) strategy?
	The list of members must be mentioned.

	Which organisations will be invited to the Crosscutting Advisory Group?
	The Crosscutting Advisory Group will represent non-government stakeholders in the preparation of the strategy. The completion note will need to specify whether any formal decision has been made on how the Group members will be selected. Alternatively, notify on any existing advisory groups.

	Can any existing project of technical assistance support a (basic or full) strategy?
	The Crosscutting Committee will inform whether it currently receives technical assistance that may assist the drafting of a strategy.

	Is any technical assistance needed to complete a (basic or full) strategy?
	The Crosscutting Committee will indicate whether it needs additional assistance to draft the strategy. The requests will be reviewed and followed up by the Department of Strategy and Donor Coordination.

	What is the timeline for completion of the strategy? What are the main risks?
	On the basis of the above information, the Crosscutting Committee must outline a schedule for completion.

	What type of strategy document (basic or full) will be submitted by October 2006?
	The Crosscutting Committee must indicate whether the document to be submitted will be a basic or a full sector strategy.


It must be stressed that some of the proposed institutions for crosscutting strategies are already in place. For example, in the case of the decentralisation crosscutting strategy: 
· the ‘National Committee for Decentralisation’ corresponds to the Crosscutting Committee
· the ‘Group of Experts for Decentralisation’ corresponds to the Crosscutting Advisory Group

Similarly, in the case of the regulatory reform strategy:

· the ‘Task Force for Management and Monitoring of the Regulatory Reform Regarding the Improvement of the Business Environment’ corresponds to the Crosscutting Committee
Development of crosscutting strategies
In principle, the development of a crosscutting strategy proceeds in the following steps:

1. The Crosscutting Committee initiates the procedure for a Crosscutting Advisory Group made up of non-government stakeholders, along the lines of the respective sector groups.

2. The Crosscutting Committee examines existing sector strategies, which address the crosscutting policy concern to a certain extent, and identifies the areas that need to be strengthened.

3. The Crosscutting Committee drafts the text of the crosscutting strategy and liaises with the respective sectors to ensure that their strategies reflect the goals of the draft.

4. The Crosscutting Committee finalises the crosscutting strategy on the basis of the negotiation with the respective sector strategies; the crosscutting strategy is operational only if fully consistent with the respective sector strategies.
The precise implementation of the four steps will vary by crosscutting strategy, according to whether a crosscutting strategy document is already in place.

In the case of existing crosscutting strategies (for example, decentralisation): 

· the Crosscutting Committee examines whether existing sector strategies need to be updated to incorporate the (existing) crosscutting strategy goals 

· Committees on Strategy, Budget and Integration are notified of the need to revise or develop their sector strategy documents in specific areas to take into account the corresponding (existing) crosscutting strategy’s goals

In the case of new crosscutting strategies sanctioned by the Strategic Planning Committee (for example, regional development): 

· the Crosscutting Committee assembles the relevant elements in existing sector strategies and assesses whether they address the priorities of the government in this policy area; 
· subsequently, the Crosscutting Committee negotiates with sectors to ensure that their strategies (whether existing or developing) are consistent with the (new) crosscutting strategy’s goals

In other words, the formulation of sector and crosscutting strategies moves in parallel and crosscutting strategies are being adjusted according to the commitments made by sectors.

The draft crosscutting strategy is consulted with the Crosscutting Advisory Group and any corresponding External Assistance Technical Working Group. After receiving the comments of the two groups, the Crosscutting Committee submits by October 16 the draft (basic or full) crosscutting strategy to the Department of Strategy and Donor Coordination.

In addition, the draft should be sent to: the respective parliamentary committee; the members of the Crosscutting Advisory Group; the members of the respective External Assistance Technical Working Group; and the Committees on Strategy, Budget and Integration of the respective ministries. Each group needs to submit their comments on the draft crosscutting strategy to the Department of Strategy and Donor Coordination by November 10.

Review of draft crosscutting strategies

The comments on the draft crosscutting strategy from the different sources are consolidated by the Department of Strategy and Donor Coordination and submitted to the Strategic Planning Committee. On the basis of the consolidated comments, the Strategic Planning Committee assesses whether the crosscutting strategy can be considered full or basic. The assessment is communicated to the Crosscutting Committee. The assessment is accompanied by the amended comments, which must be incorporated in order for the draft to become a full crosscutting strategy in the following two cases: 

· either the draft was submitted purposefully as a basic crosscutting strategy; 

· or the draft was submitted purposefully as a full crosscutting strategy but the Strategic Planning Committee has assessed that it does not fully satisfy the standards

This assessment period will be completed over several meetings that will extend into 2007. The NSDI document is drafted irrespective of any unresolved issues in basic crosscutting strategies. These will be taken into account during the update of the NSDI scheduled for January 2008.

Approval of full crosscutting strategies

The Strategic Planning Committee will approve in principle those strategies considered final and will refer them to the Council of Ministers to be approved formally with a decision. It will also indicate which of the strategies that have been approved by the Council of Ministers in the past continue either in part or fully to be valid.

Finalisation of basic crosscutting strategies

Basic crosscutting strategies will be finalised during 2007 on the basis of the comments issued by the Strategic Planning Committee and any additional issues that are brought to the attention of the Crosscutting Committee in the mean time.

D.3 Participation

Non-government stakeholders will be ideally placed to identify issues of consistency across sector strategies. The membership and operation of Crosscutting Advisory Groups should follow the discussion on Sector Advisory Groups in the previous chapter.

D.4 Reporting

The Crosscutting Committees will recommend the appropriate organisational structure within the leading ministry that will be responsible for monitoring and evaluation. The recommendation will be confirmed with a Prime Minister Order.
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