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Summary:

Working to move North Macedonia forward on its journey to self-reliance, the USAID Business Ecosystem Project
(BEP), implemented by Palladium Group, is designed to increase private sector investment in strengthening
domestic supply chains and workforce development. BEP’s initial strategy mandated that the Project mobilize CSR
funds from investors and large international corporations towards this goal, but it quickly became evident that such
investments would be neither strategic nor sustainable. To achieve a long-lasting impact on North Macedonia’s
business ecosystem, BEP needed to partner with companies that were better positioned to recognize the link
between local economic development and their own business interest.

Operating through the CLA framework, BEP learned from its local partners and adapted its private sector
engagement (PSE) strategy to target small, medium and large enterprises that were more dependent on domestic
supply chains and workers. The Project no longer focuses only on foreign direct investment (FDI) companies with
CSR budgets, but approaches all companies that have a real economic incentive to invest in local supply chains and
workforce development. This approach allowed BEP to co-invest in a diverse range of supply chain and workforce
development initiatives, first as a proof of concept and later at scale. Structuring activities in this fashion allowed BEP
not just to be more effective, but also to align its activities more closely with the Journey to Self-Reliance mission.

Think about which subcomponents of the |Co||aborating, Learning & Adapting (CLA) Frameworld
are most reflected in your case so that you can reference them in your submission:

¢ Internal Collaboration e Openness

e External Collaboration Relationships & Networks

e Technical Evidence Base e Continuous Learning & Improvement

e Theories of Change e Knowledge Management
e Scenario Planning e Institutional Memory

e M&E for Learning e Decision-Making

e Pause & Reflect e Mission Resources

e Adaptive Management e CLA in Implementing Mechanisms



1. What is the general context in which the case takes place? What organizational or
development challenge(s) prompted you to collaborate, learn, and/or adapt?

After North Macedonia gained independence from Yugoslavia in 1991, the privatization of state-owned companies
and the transition towards a market economy increased the number of micro, small and medium enterprises
(MSMEs), but also fragmented existing supply chains. The country began to rely more heavily on imports and less on
local sourcing as value addition across industries decreased. The competitiveness of Macedonia’s economy has also
been constrained by a rising labor shortage, especially for jobs that require vocational education or skills.

USAID North Macedonia has been working to improve the competitiveness of the country’s economy through its
programs over the past decade, introducing sustainable, market-driven solutions and strengthening market linkages
for the private sector. Under BEP, the initial strategy for working with the private sector was to target 5-7 large
companies, mostly foreign direct investors (FDIs) in North Macedonia’s free economic zones, similar to the successful
examples of such development partnerships in other countries (e.g. USAID partnering with Starbucks in Africa and
South America to improve the livelihoods of coffee farmers). The component required convincing the management of
companies with dedicated CSR budgets to invest in strategic initiatives that would stimulate local economic growth
while also helping their bottom line. Many companies in North Macedonia could indeed think more strategically about
how they spent their CSR funds and nudging them to do so would align well with USAID’s Journey to Self-Reliance
goal. However, through meetings with large companies during the early stages of implementation, it became clear that
the Project’s initial strategy was too limiting and would need to be adapted if it was to produce both the desired impact
and systemic change.

2. Why did you decide to use a CLA approach? Why was CLA considered helpful for
addressing your organizational or development challenge(s)?

During the project kick-off phase, the team visited several big companies to explore opportunities for leveraging their
CSR funds for supply chain or workforce development initiatives. BEP found that FDIs preferred to use their CSR
funds for public relations, sponsoring local events, or supporting the municipal government in minor ways. These
funds were not viewed as serious tools to test new inclusive business models or new methods of engagement within
their supply chain. Additionally, most FDIs are primarily subsidiaries or branch offices of foreign corporations that often
do not rely on local supply chains, and their CSR strategies emanate from their headquarters with little scope for
adjustment to the local context. Even if BEP were to succeed in convincing them to invest in development initiatives
as a proof-of-concept, the companies lacked a strong incentive to continue such investments and change their CSR
strategy.

These insights forced BEP to rethink its PSE strategy. Fortunately, the CLA approach was integrated into the Project’s
design from the start, which helped the team to quickly make a strategic shift in activities and communication. This
required the team to use all major components of the CLA approach: external and internal collaboration and learning,
openness to change and adaptive management.



3. Tell us the story of how you used a collaborating, learning and/or adapting approach
to address the organizational or development challenge described in Question 2.

The BEP team realized early on that if the project was to contribute to USAID’s goal of helping North Macedonia
become economically self-reliant, it would have to partner with companies that had stronger ties with local
communities and a long-term business interest in developing local supply chains. BEP made three key changes to
how it approached PSE, all arising from its early collaboration and learning experiences with private sector
stakeholders:

1) Rather than talking about CSR, the BEP team approached companies with possible co-investment opportunities
that were aligned with their long-term business interests, providing a real economic incentive for them to invest in
local supply chains and workforce development. For example, BEP started approaches dairy processors with a
proposal to invest in upgrading the productivity of their contract farmers. Dairy processors were struggling to source
more milk locally in order to decrease production costs, so they welcomed an opportunity to co-invest in increasing
local milk production.

2) Rather than only partnering with large companies, BEP sought to identify private sector investment opportunities
with medium and even small companies faced with suboptimal supply chains or labor shortages. The team realized
that working with such companies was, in many ways, more functional and productive. Smaller companies have a
harder time addressing inefficiencies but are also more flexible and willing to fund new initiatives once they
understand the benefits. Smaller management teams are also more open to change and they often have more
opportunities to partner with local producers, especially in sectors with naturally limited import options, such as
primary agriculture and dairy. For example, a local raspberry exporter was looking to increase its output so it could
sell to bigger clients. After BEP approached the company with a co-investment proposal, the management was
more than willing to invest in expand its network of local suppliers.

3) The lessons learned from the CLA framework also led to a change in how BEP approached implementation. All
initiatives were first piloted, then the successful ones were scaled or replicated. This helped BEP determine which
initiatives were worth focusing on in its second year in order to maximize results. In its first year, BEP’s team met
with over 80 companies to promote its PSE approach and explore co-investment opportunities. Of those, 23
submitted supply chain or workforce development co-investment proposals which eventually resulted in 8
proof-of-concept initiatives across a range of sectors. In BEP’s second year, initiatives were grouped into sectors to
better focus resources on affecting systemic change in the sectors that had the most to gain from strategic PSE. For
example, BEP’s focus on the dairy sector attracted the attention of the Association of Dairy Processors. This
prompted further co-investments in supply chain development from dairy processors, but also led to a joint lobbying
effort for legislative changes that would benefit North Macedonia’s dairy sector long after the Project’s lifetime.

Working on a diverse range of initiatives allowed BEP to produce tangible results that could be used to promote
similar strategic lead firm investments. To that end, BEP created a media campaign to highlight these successes
and leveraged resources from North Macedonia’s Ministry of Economy to promote them nation-wide.

The Project also spent a significant amount of time communicating the need for a change in strategy to the
USAID/North Macedonia office and explaining what the new approach would look like. Once it became clear that the
initial PSE plan was not feasible, it was important for BEP to communicate clearly with USAID to manage their
expectations and ensure that they would accept the need for starting small before scaling up.



4. Organizational Effectiveness: How has collaborating, learning and adapting affected
your team and/or organization? If it's too early to tell, what effects do you expect to see
in the future?

Despite the strategic change in BEP’s approach, the business ecosystem is still very dynamic, requiring constant
awareness and on-the-go adaptation. The CLA framework taught the team a valuable lesson — always be ready to
adapt! Throughout the process of implementing its various PSE initiatives, the BEP team is on a constant quest to
learn and adapt to the specifics of different sectors of the economy. Pausing and reflecting on interventions is a
regular practice in the office; reflection helps the team learn valuable lessons from past experiences which are key to
making course corrections.

Instead of few big initiatives, the Project launched many small ones which required more people to be engaged in
implementation and monitoring. To manage a larger number of smaller initiatives, the team had to increase the level
of effort dedicated to PSE activities and make changes staffing and task allocation. For example, after several
initiatives in the dairy sector, it became evident that the Project needed an expert to help with implementationin the
field, so BEP hired an agribusiness specialist.

Additionally, the team realized that funding was not the most important element of this approach. While the Project
offers to cover up to half the cost of PSE co-investments, most initiatives required BEP to cover only about 30% of
the total cost, but with a greater emphasis on technical and implementation support. For example, BEP provides less
than 10% of the funds for its dairy sector initiatives but spends a considerable amount of time on identifying lead
companies, facilitating partnerships between them, finding adequate beneficiaries and building their capacities. The
value of time spent on facilitations efforts far exceeds the monetary value of BEP’s actual co-investments in PSE
initiatives.

5. Development Results: How has using a CLA approach contributed to your development
outcomes? What evidence can you provide? If it's too early to tell, what effects do you
expect to see in the future?

When the shortcomings of focusing only on large companies and their CSR funds became apparent, the team
became concerned about its ability to reach the project targets of mobilizing $10 million in lead firm investment
($150,000 in Year 1). But after changing its approach, BEP managed to exceed its Year 1 targets while also
developing investment models that could help companies adopt self-reliant local economic development strategies.

With close monitoring of all proof-of-concept PSE initiatives, BEP was able to identify the high-performing
interventions and scale them in its second year. BEP also succeeded in deploying an integrated development
approach: assisting a specific sector not just with supply chain co-investments but also by facilitating access to
commercial lending, leveraging foreign expertise, and lobbying government institutions for solutions to systemic
issues. Focusing efforts on a few sectors of the economy allows BEP to maximize its impact, especially in terms of
sustainability. PSE, specifically investments in inclusive growth, is one of the engines that can propel the country
towards greater self-reliance, giving ecosystem stakeholders a tool that allows them to support local economic
growth without ongoing external support.

CLA also enabled the Project to diversify its operational risk, effectively shielding itself from the adversity of failure.
For example, due to unforeseen circumstances, one co-investment initiative failed, but the funds were quickly
reallocated, causing little to no harm to the Project's overall effectiveness. This would be difficult if BEP was only
engaged in partnerships with a few big lead companies; one failure out of a few would present a much greater
setback. Using CLA allowed the Project to operate more freely, thereby testing different approaches without too
great a risk of sunken costs. In an unpredictable business environment, this risk-diversification was key to the
resilience of BEP’s overall PSE effort.



6. What factors enabled your CLA approach and what obstacles did you
encounter? How would you advise others to navigate the challenges you faced?

The most important enabler is the organizational culture that promoted openness to change. The way most
development projects were designed in the past did not allow for sufficient adaptation to changing circumstances on
the ground. Fortunately, BEP was designed with CLA in mind from the very beginning. Therefore, persuading the
USAID/North Macedonia office of the need to change course was not a major obstacle, but it did require BEP to
invest time in justifying its strategic shift and explaining the finer details of its new approach. USAID/North
Macedonia understood the importance of adaptability and eventually gave the Project the flexibility it needed to
better pursue its objectives. As explained in the CLA framework, this is an obstacle that can easily be surpassed if
the project accounts for potential changes in strategy early on. Moreover, if projects expect to be given some
strategic leeway, they must be prepared to make a strong argument in support of the changes they’re looking to
make. It is important for implementers and development agencies to realize that any plan should be subject to
change if that helps to achieve the objectives that plan was designed to support.

BEP’s wide-reaching network of partners was another key enabler. Partners can serve as informal and independent
evaluators of project activities, which is why BEP relies on their unique knowledge and experience to assess if it is
heading in the right direction. The key takeaway is that projects should understand the value of independent
perspectives and always invite feedback from the local partners.

The CLA Case Competition is managed by USAID LEARN, a Bureau for Policy, Planning and Learning
(PPL) mechanism implemented by Dexis Consulting Group and its partner, RT| International.
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	Summary: Working to move North Macedonia forward on its journey to self-reliance, the USAID Business Ecosystem Project (BEP), implemented by Palladium Group, is designed to increase private sector investment in strengthening domestic supply chains and workforce development. BEP’s initial strategy mandated that the Project mobilize CSR funds from investors and large international corporations towards this goal, but it quickly became evident that such investments would be neither strategic nor sustainable. To achieve a long-lasting impact on North Macedonia’s business ecosystem, BEP needed to partner with companies that were better positioned to recognize the link between local economic development and their own business interest.

Operating through the CLA framework, BEP learned from its local partners and adapted its private sector engagement (PSE) strategy to target small, medium and large enterprises that were more dependent on domestic supply chains and workers. The Project no longer focuses only on foreign direct investment (FDI) companies with CSR budgets, but approaches all companies that have a real economic incentive to invest in local supply chains and workforce development. This approach allowed BEP to co-invest in a diverse range of supply chain and workforce development initiatives, first as a proof of concept and later at scale. Structuring activities in this fashion allowed BEP not just to be more effective, but also to align its activities more closely with the Journey to Self-Reliance mission.

	Impact: Despite the strategic change in BEP’s approach, the business ecosystem is still very dynamic, requiring constant awareness and on-the-go adaptation. The CLA framework taught the team a valuable lesson – always be ready to adapt! Throughout the process of implementing its various PSE initiatives, the BEP team is on a constant quest to learn and adapt to the specifics of different sectors of the economy. Pausing and reflecting on interventions is a regular practice in the office; reflection helps the team learn valuable lessons from past experiences which are key to making course corrections. 

Instead of few big initiatives, the Project launched many small ones which required more people to be engaged in implementation and monitoring. To manage a larger number of smaller initiatives, the team had to increase the level of effort dedicated to PSE activities and make changes staffing and task allocation. For example, after several initiatives in the dairy sector, it became evident that the Project needed an expert to help with implementationin the field, so BEP hired an agribusiness specialist.

Additionally, the team realized that funding was not the most important element of this approach. While the Project offers to cover up to half the cost of PSE co-investments, most initiatives required BEP to cover only about 30% of the total cost, but with a greater emphasis on technical and implementation support. For example, BEP provides less than 10% of the funds for its dairy sector initiatives but spends a considerable amount of time on identifying lead companies, facilitating partnerships between them, finding adequate beneficiaries and building their capacities. The value of time spent on facilitations efforts far exceeds the monetary value of BEP’s actual co-investments in PSE initiatives.

	Why: During the project kick-off phase, the team visited several big companies to explore opportunities for leveraging their CSR funds for supply chain or workforce development initiatives. BEP found that FDIs preferred to use their CSR funds for public relations, sponsoring local events, or supporting the municipal government in minor ways. These funds were not viewed as serious tools to test new inclusive business models or new methods of engagement within their supply chain. Additionally, most FDIs are primarily subsidiaries or branch offices of foreign corporations that often do not rely on local supply chains, and their CSR strategies emanate from their headquarters with little scope for adjustment to the local context. Even if BEP were to succeed in convincing them to invest in development initiatives as a proof-of-concept, the companies lacked a strong incentive to continue such investments and change their CSR strategy. 

These insights forced BEP to rethink its PSE strategy. Fortunately, the CLA approach was integrated into the Project’s design from the start, which helped the team to quickly make a strategic shift in activities and communication. This required the team to use all major components of the CLA approach: external and internal collaboration and learning, openness to change and adaptive management.

	Factors: The most important enabler is the organizational culture that promoted openness to change. The way most development projects were designed in the past did not allow for sufficient adaptation to changing circumstances on the ground. Fortunately, BEP was designed with CLA in mind from the very beginning. Therefore, persuading the USAID/North Macedonia office of the need to change course was not a major obstacle, but it did require BEP to invest time in justifying its strategic shift and explaining the finer details of its new approach. USAID/North Macedonia understood the importance of adaptability and eventually gave the Project the flexibility it needed to better pursue its objectives. As explained in the CLA framework, this is an obstacle that can easily be surpassed if the project accounts for potential changes in strategy early on. Moreover, if projects expect to be given some strategic leeway, they must be prepared to make a strong argument in support of the changes they’re looking to make. It is important for implementers and development agencies to realize that any plan should be subject to change if that helps to achieve the objectives that plan was designed to support.

BEP’s wide-reaching network of partners was another key enabler. Partners can serve as informal and independent evaluators of project activities, which is why BEP relies on their unique knowledge and experience to assess if it is heading in the right direction. The key takeaway is that projects should understand the value of independent perspectives and always invite feedback from the local partners.

	CLA Approach: The BEP team realized early on that if the project was to contribute to USAID’s goal of helping North Macedonia become economically self-reliant, it would have to partner with companies that had stronger ties with local communities and a long-term business interest in developing local supply chains. BEP made three key changes to how it approached PSE, all arising from its early collaboration and learning experiences with private sector stakeholders: 

1) Rather than talking about CSR, the BEP team approached companies with possible co-investment opportunities that were aligned with their long-term business interests, providing a real economic incentive for them to invest in local supply chains and workforce development. For example, BEP started approaches dairy processors with a proposal to invest in upgrading the productivity of their contract farmers. Dairy processors were struggling to source more milk locally in order to decrease production costs, so they welcomed an opportunity to co-invest in increasing local milk production.

2) Rather than only partnering with large companies, BEP sought to identify private sector investment opportunities with medium and even small companies faced with suboptimal supply chains or labor shortages. The team realized that working with such companies was, in many ways, more functional and  productive. Smaller companies have a harder time addressing inefficiencies but are also more flexible and willing to fund new initiatives once they understand the benefits. Smaller management teams are also more open to change and they often have more opportunities to partner with local producers, especially in sectors with naturally limited import options, such as primary agriculture and dairy. For example, a local raspberry exporter was looking to increase its output so it could sell to bigger clients. After BEP approached the company with a co-investment proposal, the management was more than willing to invest in expand its network of local suppliers.

3) The lessons learned from the CLA framework also led to a change in how BEP approached implementation. All initiatives were first piloted, then the successful ones were scaled or replicated. This helped BEP determine which initiatives were worth focusing on in its second year in order to maximize results. In its first year, BEP’s team met with over 80 companies to promote its PSE approach and explore co-investment opportunities. Of those, 23 submitted supply chain or workforce development co-investment proposals which eventually resulted in 8 proof-of-concept initiatives across a range of sectors. In BEP’s second year, initiatives were grouped into sectors to better focus resources on affecting systemic change in the sectors that had the most to gain from strategic PSE. For example, BEP’s focus on the dairy sector attracted the attention of the Association of Dairy Processors. This prompted further co-investments in supply chain development from dairy processors, but also led to a joint lobbying effort for legislative changes that would benefit North Macedonia’s dairy sector long after the Project’s lifetime.

Working on a diverse range of initiatives allowed BEP to produce tangible results that could be used to promote similar strategic lead firm investments. To that end, BEP created a media campaign to highlight these successes and leveraged resources from North Macedonia’s Ministry of Economy to promote them nation-wide.

The Project also spent a significant amount of time communicating the need for a change in strategy to the USAID/North Macedonia office and explaining what the new approach would look like. Once it became clear that the initial PSE plan was not feasible, it was important for BEP to communicate clearly with USAID to manage their expectations and ensure that they would accept the need for starting small before scaling up.

	Context: After North Macedonia gained independence from Yugoslavia in 1991, the privatization of state-owned companies and the transition towards a market economy increased the number of micro, small and medium enterprises (MSMEs), but also fragmented existing supply chains. The country began to rely more heavily on imports and less on local sourcing as value addition across industries decreased. The competitiveness of Macedonia’s economy has also been constrained by a rising labor shortage, especially for jobs that require vocational education or skills.

USAID North Macedonia has been working to improve the competitiveness of the country’s economy through its programs over the past decade, introducing sustainable, market-driven solutions and strengthening market linkages for the private sector. Under BEP, the initial strategy for working with the private sector was to target 5-7 large companies, mostly foreign direct investors (FDIs) in North Macedonia’s free economic zones, similar to the successful examples of such development partnerships in other countries (e.g. USAID partnering with Starbucks in Africa and South America to improve the livelihoods of coffee farmers). The component required convincing the management of companies with dedicated CSR budgets to invest in strategic initiatives that would stimulate local economic growth while also helping their bottom line. Many companies in North Macedonia could indeed think more strategically about how they spent their CSR funds and nudging them to do so would align well with USAID’s Journey to Self-Reliance goal. However, through meetings with large companies during the early stages of implementation, it became clear that the Project’s initial strategy was too limiting and would need to be adapted if it was to produce both the desired impact and systemic change. 

	Impact 2: When the shortcomings of focusing only on large companies and their CSR funds became apparent, the team became concerned about its ability to reach the project targets of mobilizing $10 million in lead firm investment ($150,000 in Year 1). But after changing its approach, BEP managed to exceed its Year 1 targets while also developing investment models that could help companies adopt self-reliant local economic development strategies. 

With close monitoring of all proof-of-concept PSE initiatives, BEP was able to identify the high-performing interventions and scale them in its second year. BEP also succeeded in deploying an integrated development approach: assisting a specific sector not just with supply chain co-investments but also by facilitating access to commercial lending, leveraging foreign expertise, and lobbying government institutions for solutions to systemic issues. Focusing efforts on a few sectors of the economy allows BEP to maximize its impact, especially in terms of sustainability. PSE, specifically investments in inclusive growth, is one of the engines that can propel the country towards greater self-reliance, giving ecosystem stakeholders a tool that allows them to support local economic growth without ongoing external support.

CLA also enabled the Project to diversify its operational risk, effectively shielding itself from the adversity of failure. For example, due to unforeseen circumstances, one co-investment initiative failed, but the funds were quickly reallocated, causing little to no harm to the Project's overall effectiveness. This would be difficult if BEP was only engaged in partnerships with a few big lead companies; one failure out of a few would present a much greater setback. Using CLA allowed the Project to operate more freely, thereby testing different approaches without too great a risk of sunken costs. In an unpredictable business environment, this risk-diversification was key to the resilience of BEP’s overall PSE effort.



