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M ethodology Used in the Assessment

The assessment was carried out by Richard Kobayashi working as a short term consultant to
DAI. Sognificant assstance was provided throughout the assgnment by Nada Vuchinch
Gavrilovka, Bekim Ymeri, Badhyl Maku and Krigina Hadzi-Vadleva, dl of whom ae
knowledgeable and seasoned members of the LGRP daff. Nada has extensive experience with
LGRPs asxocidion building efforts and Bekim and Bardhyl have sgnificant indgght into the
operations of Public Service Enterprises based on ther previous municipd management
development work for LGRP and in Bardhyl’s prior experience working in the Public Service
Enterprise arena. Krigtina has served as Project Manager for the Citizens Advisory Boad
program which provided citizen input to Public Service Enterprises in five Cities Debar,

Kocani, Kavadarci, Negotino and Veles.

Richard Kobayashi arrived in Macedonia on November 14" and returned to the US on
November 25", during the intervening period he conducted this assessment. On ste data

collection and analysis occurred principaly during the calendar work week of November 18"
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to 22nd. A review of both the assessment and its implications with LGRP gaff occurred on

November 25"

The badc assessment approach taken was to interview selected Public Service Enterprise
managers, the executive director of MAKKOM and other knowledgesble people, including
members of LGRP gaff. A lig of people interviewed is in Appendix E. MAKKOM is the
acronynm for The Association of Communad Services Enterprises of the Republic of

Macedonia

Concurrent with interviews of key players in the MAKKOM arena, daly consultations to
veify, test dternative gpproaches and fine tune information gathering occurred with LGRP
gaff. In addition to the persons named above these included Alan Beds, STA for association
devdopment and Bill Althaus, COP. Throughout, very high qudity interpretation and
trandaion assstance was provided by LGRP gaff, particularly Suzana Fidanova as wel as by

Filip Markovic, afredancer hired for certain aspects of the project.

The Public Services Enter prises System of Service Delivery

Typicdly each municipdity has one or more Public Service Enterprises (PSE). This term is
generic and there are wide vaiatons in officd names for these organizations. Smdl to
medium size communities tend to have a sngle enterprise that provides a standard array of
public works services including water. Larger communities tend to have separate enterprises
for water. As described during the interviews, PSEs are didtinct from City Governments but al
interviewees were consstent in ther view that Mayors gppoint PSE Directors and set key
priorities for PSES. These organizations generate their own revenue streams by charging for

sarvices on a fee for sarvice bass. They aso recelve varying degrees of support from City
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governments. The naure of the budgetary linkages among PSEs, City Governments and the
Nationd Government are beyond the scope of this assessment. However, firmer knowledge of
how these sysems work and are linked is likdy to be important to deviang drategies to

enhance PSE effectivenessin service ddivery.

MAKKOM Background

MAKKOM was formed in the early 1990s. However the current lega structure was adopted in
February 1999. According to the President of the Managing Board it was formed as a successor
to a gmilar organization which exised in the former Yugodavia The baance of this section

provides key facts concerning MAKKOM.

MAKKOM is organized as a Macedonian Limited Liability Company. Its chater is in
Appendix A. It appears that while described in its forma name as a limited liability company,
MAKKOM is regisered under a provison of law that provides for establishment of trade
asociations. It characterizes itsdf as a non-governmental and non-profit  organization. Our
limited review of financid informatiion did not provide evidence tha it is a profit making
entity. The organization is governed by a Managing Board of 15 members dected by the
Assmbly, which is composed of one representative from each member organization. The
Director, who has day to day responsbility for the operation of the organization, is appointed
by the Managing Board for a period of four years. The Director is required to have a universty
degree and knowledge of the communa services sphere. The Director may be regppointed. The
current Director, Mr. Boris Mimov was previoudy the Director of the Public Service

Enterprise in Vedes. According to Mr. Mimov he is the third Executive Director since the
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creation of MAKKOM. The current Presdent of the managing Board is Alekasadar Ivanovic,

Technica Director of Skopje Vodovod.

The office of MAKKOM s located in very modest quarters in a building shared by other firms

at Zeleznicka 37 in Skopje. The staff congsts of the Director, a Secretary and a Driver.

MAKKOM has adopted a dues formula of 40 Denars for each employee of a Public Service
Enterprise. However, dues payments are currently running at about 60% of the budgeted levd.
The Director attributes this to the poor financid condition of the member organizations. The
dues collection rate is roughly consstent with the revenue collection rate of PSE revenues from

the enterprises from which we have anecdotal data.

MAKKOM organizesits work through a series of committees. These include committeeson

Water Supply and Control

Lega and Normative Matters
Mechanization

Water Trestment and Control

Environment preservation and Improvement
Finance and Economy

Buying Services

Public Rdations
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These committees are not daffed. A complete lig of Committee members, induding Chairs is
included in Appendix B1 (Decison on Appointing Members of the Working Bodies of the

Managing Board of MAKKOM LTD.)

MAKKOM has an annud approved budget of 2.2 million Denars for 2002. Hard data on how
close MAKKOM is to meeting that revenue target was not available during the period of the
assessment.

MAKKOM publishes a quarterly magazine (Communad Economy) for its members and sdlis a
ggnificant amount of advertisng in the publication. The magazine is not dick, but has a clear
and easy to read format. LGRP gaff found it superior to current publications by ZELS. In
Appendix C we have included a trandation of the Table of Contents for the March 2002 issue.
The topics mainly focus on technical practice and on organizationd maiters, including changes
in law or policy afecting PSE operations. In discussons with the Executive Director he
lamented the fact that regular publication had dowed due to the revenue shortfdls and

expressed concern that members were not getting important information on atimely basis.

MAKKOM does have an annual work plan. We have reviewed this and it appears to be a ligt
which combines past or traditiond activities with desres. A copy is included as Appendix F.
The organization has not conducted a forma comprehensive needs assessment and relies on its
committees to identify and articulate needs. Smilarly the organization has not developed a

Strategic Plan.

MAKKOM has 38 members. This represents most of the PSEs in municipdities, which existed
prior to the revison to the Law on Teritorid Divison. Where new municipaities have been

formed PSEs tend to be quite smdl and membership is spotty. It should be noted that some
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PSEs continue to serve populaions of “new” municipdities, populations they served before the

expanson of the number of municipdities.

An outsde accounting firm provides accounting services to MAKKOM. There is no outsde
audit procedure. According to the Charter, the three members of the Supervisory Board serve

as an Audit Committee. Thiswas not verified directly during this assessment.

Overall Impressions of MAKKOM

MAKKOM appears to serve its membersin two principd roles:

Fird, it provides vehides for information shaing among members of the Public
Enterprise community. This  occurs  through mestings, conferences,
collaboration/communication with peers from other countries as well as through the

organizaions publication “Communa Economy”

Secondly, it provides a vehicle for the membership to perform technicd andyds of
changes in legidation that will affect the way members provide services During
interviews the role of the committee on legd and normaive matters was routindy

mentioned.

While MAKKOM is affected by severe revenue congraints, ike its members, it appears to be a
gtable going concern which provides a modest, but steady source of programatic support to its

members as well as aforum for information exchange
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MAKKOM appears to have the potential to serve as a vehicle to provide technical assistance,

training and institutional strengthening servicesto its members.
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Action Steps Taken During the Assessment

Basad on this tentative concluson we decided to take advantage of an invitation to meet with
MAKKOM at a regular meeting of its Managing Board in M. Brod on Friday November 22",
At this meeting we described LGRP's drategy of working with associations of locd officas,
explained that a typicd LGRP approach was to assst with a comprehensive needs assessment
and subsequently assst with the development of a Strategic Plan. We dso dated that it has
been LGRP practice to then support implementation of sedlected high priority components of
the Strategic Plan. (The text of Richard Kobayashi’'s remarks to the members is included as

Appendix D). Bardhyl Marku of the LGRP gtaff aso participated in this meeting.

Given the tight timetable for LGRP resource dlocation decisons for Program Year 4, we
requested that MAKKOM officids indicate ther interest by smply cdling LGRP to begin a
didlog before December 22" that is, within 30 days of the mesting. In making this request we

explained the time congtraints on L GRP making resource alocations for the balance of Year 4.

Before the Managing Board mesting local LGRP g&ff, the COP and STTA advisor Alan Beds
al concurred that the strategy described above was the most gppropriate drategy given the
congrained LGRP timetable. Smilarly there was agreement that the quality, and timeiness of
the response would serve as a useful indicator of the likdy return on any LGRP invesment in

MAKKOM.

Other Observations
Ore issue is the potentia relationship between MAKKOM and ZELS. Several of the PSE

Directors interviewed sated that they envisoned no conflict as they are Mayor's appointees,
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others noted that while MAKKOM does have a technical committee to work on legidation
affecting public sarvices, its capacity to influence enactment is limited. These Directors had a
cler and intuitive sense of how the expetise of MAKKOM members and ZELS advocacy

capacity could evolve in a productive way.

Similarly, Goran Angelov, Presdent of ZEL S state that he envisioned a productive working
relationship with MAKKOM, both on policy advocacy and local training and devel opment

activities tha might be generated by an LGRP supported MAKKOM.

In presenting the opportunity to collaborate with LGRP to the MAKKOM mesting in M. Brod,
we did not emphesze developing a working collaboration with ZELS. In discussons with
LGRP d&ff the consensus was that raising this issue in any didog with MAKKOM would be
more appropriate than presenting it as a mgor issue to an unprepared Managing Board.
Smilaly examination of this issue would be included in any needs assessment. All involved
from the LGRP fdt that a ZELS-MAKKOM linkage would evolve naturdly, much as it has
with AFO. Individuas in leadership podtions in MAKKOM, specificaly the Presdent and the
Executive Director expressed the same opinion during interviews. Absolutdy no obgacles to

this type of collaboration were identified during the assessment.

MAKKOM has the potentia to develop into an organization that plays a dgnificant role in
developing and sugtaining improvement in the qudity of public services However, to become
a mgor player in fostering sarvice improvement it requires inditutiona dtrengthening. Any
USAID/LGRP development assistance should be based on a partnership approach in which the
activities undertaken have the genuine support of the organizaetion and ae consgent with

MAKKOM's overd| drategy. Based on conversations conducted as a part of this assessment it
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is apparent that leadership of public service organizations in Macedonian cities is uneven.
Some Directors and key technical daff have professond traning in enginesring, others have
extendve practicd experience, and some are patronage appointments. A key drategy to

improve public serviceswill be education.

One caution is in order. One of the Directors interviewed during the assessment and severd
others known to LGRP gaff do not have favorable opinions about MAKKOM. They find it of
limited utility. To address this issue and gain a better understanding of the breadth and depth of
this attitude the needs assessment recommended should be designed to dicit the concerns of
managers with this view. According to LGRP dgaff, managers in this category tend to be
effective PSE leaders in ther cities. The genera impression is that this group finds MAKKOM

an organization that istoo traditiona and limited in scope to meet their needs.

Recommended Approach
Assuming MAKKOM geps forward in the next 30 days and seeks a partnership the following

approach is recommended:

1. Comprehensive Needs Assessment. This assessment would focus on three main aress.

Training and Development Needs of Directors and the staff of Local PSEs
This would include the <kill building requirements of PSEs which ae
foundation blocks for enhanced service delivery. Technicad as well as leadership

and organizationd management skills are envisoned.

Institutional Development Needs of MAKKOM's Board, staff and systems
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This would include a review of the effectiveness of MAKKOM'’s policy making
dructures and membership communicaion, as wdl as the financid and legd

basis of the organization.

Policy, regulatory and legidative changes that are required to enable and support
effective and sustainable public services.
This would include a review of how recent, pending and proposed legidation
may affect PSES, as well as identification of key condraints in current law and
financid dructures, which limit improvement in public services by the PSEs.
The outcome of this review will identify dgnificant opportunities for
collaboration in policy advocacy with ZELS.
The Needs Assessment should be well designed and include structured interviews and focus
groups as well as survey documents. It will be important to ensure that the views of effective
PSE managers who are not active participants are included. In addition, the needs assessment
should be designed to determine if there are dgnificant differences in perceived needs between
PSEs serving Albanian mgority cities and those serving Macedonian mgority cities. The needs
assessment should include a comprehensive review of MAKKOM's finances to confirm its non
profit status and gain sufficient knowledge of its financid sysems so subgstantive and effective
technicd assstance can be provided in an aea citicad to inditutiond srengthening and

sustanability.

2. Strategic Plan. Based on the Needs Assessment a highly dructured Strategic Planning
process should be caried out. The recommended time horizon for the Strategic Plan is five

years.
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3. LGRP should postion itsef to support implementation of the Strategic Plan.
Supporting high priority dements of the Strrategic Plan through technical assgtance, training,
direct financid support, and brokering support from other donors can have a rapid impact on
MAKKOM’S capabilities. This will be paticularly vauable if MAKKOM’s Strategic Plan is

closdly digned with USAID/LGRP gods.

In conddering this drategy, LGRP must recognize that the development of the Needs
Assessment and subsequent Strategic Plan will be sdf-revealing processes and the actual
timing of support requests from MAKKOM as well as their scae cannot be predicted at this
time. LGRP should assume that in developing a reaionship with MAKKOM, the internaiond
experience of LGRP/USAID will need to be shared with MAKKOM in a manner that induces

MAKKOM to pursue a path which will result in timely, effective and sustainable results.

Conclusion

MAKKOM is an organization, which has sudained itself for amost a decade. An excdlent
possihility, but not a certainty, exists for the development of working partnership. MAKKOM'’s
response to the invitation to engage in a dialog will provide an early signal on how heavily to

invest in MAKKOM during the balance of Program Year 4.

In an optimum scenario the needs assessment would ocurr and be completed in Quarter 2 and
the Strategic Plan would be completed in Quarter 3 of the Year 4 Program. While mgor
investments in MAKKOM should wait until Strategic Plan completion, LGRP should be open
to conddering some “fast track” projects, which might become evident during the needs

assessment. llludtrations of fast track projects include:
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Technicd andyds of key legidation affecting PSE functions. This could then serve as
the basisfor ajoint policy approach by MAKKOM and ZELS.

Modest inditutionad support in the form of support for on going activities that are part
of MAKKOMS regular program and have high vaue, but have been curtalled due to

revenue shortfals. The magazine might be an example.

Timing | ssues

One of the halmarks of LGRP success over the lagt three years has been it's willingness to be
flexible and respond to opportunities as they present themsadvess MAKKOM may present one
of those opportunities. While this report recommends congdering assstance for high priority

“fast track” projectsin the near term, the main thrust of the report is based ontwo dements:

Gauging MAKKOM’ S interest and
Guiding MAKKOM through a comprehensve needs assessment and development of a

Strategic Plan.

The argument for a comprehensive needs assessment is tha it will provide a strong basis for
the development of aMAKKOM which is effective and sustainable. It will dso provide LGRP

with ared sense of whereit will be most productive to invest USAID program resources.
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Assuming MAKKOM demondrates interest in partnering with LGRP, the following is a
hypothetical scenario for LGRP support of MAKKOM.
Year 4
Quarter 1 — Feashility Study Complete
Quarter 2 — Needs Assessment Complete
Quarter 3 — Strategic Plan Complete
Quarter 4 —Initid SP Implementation Support
Quarters 2-4 Fast Track Support (if appropriate)
Year 5

LGRP support for implementation of Strategic Plan

This schedule clarifies the potentid effects of dday on LGRFP's ability to partner with
MAKKOM. The hypothetica scenario enables LGRP to invest in MAKKOM for five
full program quarters after @mpletion of the Strategic Plan. If the Strategic Plan
completion dips to the end of Quater 4, then LGRP is compromised in making
program dlocation decisons based on the Strategic Plan until Quarter 1 of Year 5.

Thiswould sharply reduce the potentid for LGRP to assst MAKKOM.
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