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1. INTRODUCTION

1.1 Background

1.1.1. This document is the first annual reportlonimplementation of the Poverty
Reduction Strategy paper for Serbia (PRSp), ong¢heftwo main pillars in the
Republic’'s medium-term development framework, sutadi by the Government of
the Republic of Serbia to the citizens of Serbid &8s international development
partners, covering the period 2004 until the midufl@2005.

1.1.2. The Government of the Republic of Serbiapsetd the Poverty Reduction
Strategy paper for Serbia (PRSp) in October 20@3f prior to the call for
parliamentary elections in Serbia, which were r@idDecember 28, 2003. The new
Government was formed in March 2004. In mid-20@lofving an agreement with
the Prime Minister, the Deputy Prime Minister oé tGovernment of the Republic of
Serbia assumed the responsibility for coordinaéing monitoring the activities of the
Government institutions with respect to PRS impletagort. The Deputy Prime
Minister's PRS Implementation Focal Point was dshbd and consolidated in the
course of autumn 2004.

1.1.3. The PRSp was prepared by means of a newoagprthrough a wide
consultative processensuring the inclusion of all stakeholders to whibe PRSp
refers. Bringing together these participants in ghecess of preparing the PRS gave
the Strategy legitimacy, resulting in tleloption of the document by the newly
elected Government of the Republic of Serbia, whueartook the responsibility for
its implementation.

1.1.4. The PRS is multi-sector strategy that serves as a basis for developing and
integrating new and existing programmatic documeuitisin different social sectors,
i.e. the fields of work of the line ministries anther government institutions. The
areas of employment, education, health care andlseelfare have been identified as
key priorities of the PRS implementation in 2004 2005.

1.1.5. The Poverty Reduction Strategy Paper fobiGeand its implementation
complement the efforts of the Republic of Serbia inthe European Union
integration process Both processes are complex and relate to allascand
economic sectors. The European Commission’s Mutimfal Indicative Program for
2005-2006 emphasized the complementarity of thdsgdefined in the European
Partnership and the PRSp. The recently adoptescbiNdtStrategy of the Republic of
Serbia for the accession of Serbia and Montenegtioet EU draws on the content and
recommendations defined in the PRSp.

1.1.6. The challenging reforms facing Serbia are twofold: the post-socialist
transition to a market economy and harmonizatioth ilhe European Union. The
previous period of international isolation and oewil conflicts deepened these
challenges, which from the outset have been compled far-reaching. Both
challenges bring considerable negative short-teffiects—a transitional shock for
most citizens of Serbia. The PRS thus enablesi&eals well as other Western
Balkan countries that have developed their respe&boverty Reduction Strategies, to
alleviate the short-term negative effects of thengition and changes necessary for

! This duty was made official in February 2005 byacsal decision of the Government of the
Republic of Serbia.



accession to the European Union. In this way, tloeeRy Reduction Strategy
contributes to the building of long-term support tiee reform process in Serbia.

1.1.7. The United NationMillenium Development Goals are integrated into the
Poverty Reduction Strategy paper for Serbia and3beernment of Serbia will use
the MDGs as benchmarks of developmértie coming period plans a closer link
between the methods of monitoring social and pgwetated statistics and the
European Agenda on Social Inclusion

1.1.8. The PRSp also includes a focus on the needeform the public
administration with the goal of increasing the efficiency andhsparency of policy
coordination and governance in implementing theg@mmatic documents of the
Republic of Serbia as well as in improving the walygoverning the overall and
public sector policies. The work of public admingdgion will be based on the concept
of “open Government.The Republic of Serbia still lacks the capacitytfue efficient
coordination of policies at the central level adlwas the operational knowledge that
would ensure the “translation” of the goals defimegrogrammatic documents into
concrete measures and activities. Establishings limtween planning and budgetary
processes as well as between the planning procestha resources available from
international assistance will be of key importameethe forthcoming period. This
process shall be facilitated by the introductioragirogrammatic budgeton the one
hand, and the efficient implementation of a se@pproach in the allocation of
international development assistance, on the o@elly this qualitative change in the
way in which the public administration operates ldoensure a fully transparent and
efficient policy implementation, including that thfe PRSp.

1.1.9. As the Poverty Reduction Strategy PapefStnbia was adopted in October
2003, it could not influence the planning or allbca of budget resourcesor 2004.
Although the Strategy was included in the Memorandan the Budget and Fiscal
and Economic Policy for 2005 (adopted in May 200dhe activities of public
administration institutions in different sectorsres@ot budgeted to directly match the
priorities as defined in the Strategy. This wasnariily a consequence of the political
situation, the elections for the new assembly amel éstablishment of the new
government in March 2004, which resulted in a situlawhere the national budget
for 2005 was rushed through the Government andaPaht as soon as possible after
they had been established.

1.2. About the Poverty Reduction Strategy Paper foSerbia

1.2.1. The Poverty Reduction Strategy Paper fobiSeis thefirst multi-sector
programmatic policy document created by the Government of the Republic of
Serbia, with the participation and contributionnfranany different—governmental
and non-governmentalerganizations and institutions. The process of Syt
preparation was marked by an extenstemsultative processhat strengthened the
national ownership of the developed policy. As sule the current Government is
fully committed to the implementation of the PRSgem though it was developed
under the auspices of the previous Government.o@fih this process was financed
by international funds, the PRSp is a result of therk of national experts,

2 The Government of the Republic of Serbia adopted&view of the Implementation of the
Millenium Development Goals in Serbia in May 2005.
® The Ministry of Finance plans to introduce the pamgmatic budget as of 2007.



representatives of government agencies and theonaéti and international
organizations and institutions that took part ;etaboratioh Consequently, the PRS
has support from the public and incites the intecésSerbian citizens—primarily
because it recognizes th@dverty in Serbia is a problem

1.2.2. The Poverty Reduction Strategy representsedium-term development
framework directed at reducing the key aspects of povertymwans of creating
material and other preconditions and providing opputies to all citizens to ensure
better lives for themselves and their families. RS is in line with the National
Strategy of the Republic of Serbia for the accessioSerbia and Montenegro to the
EU and contains an action plan for achieving the MiNenium Development Goals
(MDGs).

1.2.3. The PRS is founded on the premise phaterty is a multi-dimensional
phenomenon which, apart from representing insefficiincome to cover basic
subsistence, also entails the inability to exertisman rights such as the rights to
employment, adequate housing and access to soeiédre; health, education and
communal services. These aspects are particukelidyant to vulnerable and socially
marginalized groups. Other key aspects relateaddtiriers in exercising the right to
a healthy environment and natural resources, piliyraean water and af.

Poverty, especially its extreme forms, was notificantly present in Serbia until the
early 1990s. Serbia, as an integral part of thenéorSocialist Federal Republic pf
Yugoslavia (SFRY), had a GDP per capita of over UBSIDO, with the majority of its
citizens enjoying access to education, health cm@al welfare and other services.|In
the economic and social crash of the 1990s, GDHingelc dramatically (by
approximately 50%), unemployment rates soared, wades, pensions and other
sources of personal income fell considerably.

The situation improved in the period 2001-2003m@rily due to the successful
initiation of reforms and international support,igfresulted in a significant growth
of GDP, wages, pensions and other sources of pgrsmome. However, this periqd
was too short to compensate for the gap createdditive previous decade.

1.2.5. The Poverty Reduction Strategy aims to avepy in Serbia almost by half
by the year 2010. The marecommendations/strategic directiondowards this aim
are as follows:

a. Dynamic economic growth and development with an leasfs on job creation
within the private sector;

b. Preventing the emergence of new categories of tloe, p.e. “new poverty” as a
consequence of economic restructuring and ratipsabn of the public
administration;

c. Efficient implementation and preparation of exigtemd new programs, measures
and activities directly targeting the poorest andstnvulnerable social groups
(children, the elderly, the disabled, refugees amdrnally displaced persons,
Roma, poor rural populations and the uneducatedijticplarly in the least
developed regions of Serbia.

* The preparation of the Poverty Reduction Strategpepfor Serbia was financed by the World Bank-
administered Poverty Reduction Strategy Trust FUagdnese and Dutch funds), the UK Department
for International Development (DfID) and donatidram the Danish and Norwegian Governments.

® Poverty Reduction Strategy paper for Serbia, Guwent of Serbia, 2003.



1.2.6. The Poverty Reduction Strategy Paper for Serbimmpdemented in line with
the followingprinciples:

= Mainstream poverty reduction efforts, i.e. becomerdegral part of the regular
work of the Government (line ministries, centralvgmment institutions and
bodies, local self-governments) and its partnersomtng to their respective
mandates and responsibilities.

= Build strong ownership of the PRS through an ingkigarticipatory process,
emphasizing the active involvement of civil socjepyivate and public sectors,
and representatives of vulnerable groups in impigat®n, monitoring and
evaluation.

= Ensure the effective integration and consolidatb&uropean integration and the
PRS implementation process, as the main pillarsSefbia’s overall reform
framework together with relevant sector strategies.

= Change the way the Government “does business” lyewag transparency
through a well-defined planning process (includmgre efficient coordination
and prioritization).

= Engage local-level PRS implementation through thti@pation and cooperation
of representatives of local self-governments, th@CNand private sectors and
donors as one of the preconditions for the sucakssplementation of the PRS
in accordance with public administration reform a&mel decentralization process.

= Support partnership building in the PRS implemeotatwith the aim of
improving coordination and information sharing,drder to ensure the synergic
effects of activities directed at poverty reduction

1.3. About the Content of the Report

1.3.1. This report presents the results of PRS amphtation since 2004 to the
middle of 2005, as well as the available data ovepy trends in Serbia. A full PRS
policy update can be expected by the end of 208@ihining of 2007.

1.3.2. The analysis of poverty trends is based ata drom the 2002 and 2003
Survey on Living Standard of the Population (SL%#nducted in the period before
the PRS implementation. The most recent povertgsassent for Serbia is based on
the Household Budget Survey of the Serbian natistadlstical office, the Republic

Statistical Office of the Republic of Serbia. Thebysis in this report is a result of the
work of the Working Group for Poverty Measuremestablished by the Government
of the Republic of Serbia in February 2005.

1.3.3. Results of the PRS implementation are ptedethrough reports of the
participating government institutions, which argamized in such a manner that they
follow the structure of the PRSp. An overview obeomic trends in the previous
period is given in the parts of report that referntacroeconomic indicators, fiscal
policy and measures related to the transition neagket economy. The priority areas
of the previous period—employment, social welfdrealth care and education—are
represented in the segments of report bearing thides. The report takes into
account the regional, rural and urban aspects eényg as well as the impact of the

® Survey on the Living Standard of the Population (88 based on the World Bank’s Living
Standard Measurement Survey (LSMS) methodology.



environment on the quality of life. An analysis tfe allocation of budgetary
resources as well as an overview of internatiorssiséance is given in order to
evaluate the amount of funds directed towards fgveduction.

1.3.4. Several factors have contributed to the sdmelimited impact analysis of the
activities presented in this report. The poverguction efforts of the Government of
Serbia cut across a number of different sector) e complexity of the task and
the lack of an established monitoring system cbuatd to the difficulty of fully

assessing the scope of the achieved results. itiagdhe existing statistical system
is predominantly focused on collecting quantitatiséher than qualitative data, while
a poverty-related monitoring system will be develdpnly in the upcoming period.

2. POVERTY STATISTICS’

2.1. Activities Related to Poverty Measurement

2.1.1. One of the Government of Serbia’s goalés dreation of a solid statistical
base for continuous and reliable poverty measuremenvell as the engagement of
the expert resources in poverty diagnostics. Maomigoyearly poverty rates gives
policy-makers powerful synthetic information abdbe trends in the standard of
living and social inequality, while detailed powenprofiles provide key input for
programs and policy measures aimed at both redwspegific forms of poverty as
well as facilitating the social inclusion of the stoulnerable groups.

2.1.2. Since 2002 there have been two phases imetrelopment of poverty statistics.
The first phase was marked by two consecutive §sreéthe Living Standard of the
Population (SLSP) in 2002 and 2003, conductedatd¢ljuest of the Government of
Serbia and supported by the World Bank’s experf&eating the PRSp in 2002-3
would not been possible without the critical amdely input from the SLSP surveys.

2.1.3. The second phase is characterized by a 20&#gic decision to base poverty
statistics on data collected by the Household BuS8gevey (HBS), conducted (unlike
SLSP, which was produced by a private survey fiom)a permanent basis by the
Republican Statistical Office. HBS data collectisitl secure full national ownership

and much-needed long-term continuity in povertytisias, as well as assist with
capacity building within the RSO.

2.1.4. In order to facilitate this process, in kelry 2005 the Government tasked the
Deputy Prime Minister with establishing the WorkinGroup on Poverty
Measurement. This group consists of RSO profesEcam well as leading national
experts who had also been engaged in the produetiohanalysis of the SLSP
surveys. The Group’s task was to comprehensivestyaa the methodological and
empirical features of the SLSP and HBS and to sstggethodological solutions for
creating poverty indicators based on the HBS. Theu@ should also facilitate wider
discussion on the poverty line or subsistence minimsuggesting the standard for
monitoring the RSO, promote training in poverty lggs and encourage a wider
research community.

" Prepared by the Working Group for Poverty Measererestablished in February 2005 by a special
act of the Government of Serbia.



2.1.5. Among the above-mentioned surveys there iswuanber of important
methodological differences that are dealt with bg WGPM, RSO and the World
Bank experts. The first set of differences derivem the way in which the SLSP and
HBS gathered data on consumption: The HBS colledia throughout the year,
while the SLSP took a measurement for a single m@hine). The surveys also differ
in the scope of food consumption modules. HBSofe#ld a standard approach
recommended by Eurostat, collecting detailed dataconsumption based on the
diaries filled out by respondents themselves. Th&F5 used a shorter form but
allowed the interviewers more active control over tlata provided. The two surveys
thus captured very different patterns of food comgtion. The minimum food basket
developed from the SLSP data must therefore besedvio account for the much
more detailed set of items collected in the HBS.

2.1.6. The second set of issues arises from meagstine flow of services from
owner-occupied housing. The SLSP relied on a spexirvey of the real estate
market to impute the value of housing rents andtrarily set the interest rate to
estimate the annual rents. The HBS collected flata households according to the
owners’ own assessment of the rental value of theirsing. This data contained a
number of outliers and problematic entries becadheehousing market remains very
thin in many areas of the country, and respondeate not able to estimate the rental
value of their homes. However, this implicit rémfiormation can potentially be used
in conjunction with other data to periodically assen the value of housing in Serbia
and the welfare of households. Such ongoing waluft in a more realistic
assessment of the poverty situation.

2.1.7. The third set of issues comes with the agraknt of a non-food component in
the subsistence minimum. The method selectedh®rSLSP used the well-known
Engel law, which relates non-food consumption te thverall welfare of the
household. Using the regularity of the relatiopshetween the consumption level
and poverty, the parametric analysis helped estahlilevel of total consumption that
is required to meet basic food and non-food neddthough there are advantages to
the non-parametric approach, which relies entimty capturing the poor’s actual
consumption patterns, the use of the parametricoagp currently ensures a much
needed robustness with respect to data problemsany case, re-estimation of the
non-food component is necessary as the nature & #a differs from that of the
SLSP.

2.1.8. The forth and final set of issues comes fateaning the data from outliers and
inconsistent entries. The RSO, with the assistaickhhe WGPM and the World
Bank, is developing procedures that have not yehlm®empleted. The on-going work
will result in the final dataset that will be uskd poverty assessment.



2.2. 2003 SLSP Poverty Trends

As a part of efforts to better understand poventgl @& create a comprehensive
poverty profile for Serbia, the Government of Sarénd its then Ministry for Social
Affairs conducted the Living Standard Measuremeamv8y for the two consecutive
years of 2002 and 2003 the. The 2002 sample sidaded 6,380 households with
19,725 members, while the 2003 survey was conductedy a sub-sample of 2,548
households (8,027 individuals) which were all syee in 2002. Methodological
solutions as well as timing (May15-June 15) werptkbe same, in order to achieye
full comparability. A panel feature in the 2003 \8ey was instrumental in following
changes within the same households between theuweys.

Main poverty indicators in Serbia in the period 20@-2003

2.2.1. The percentage of the poor and extremelyr p@mained unchanged
irrespective of the significant economic growthaeted in the period 2002-2003.

2.2.2. In 2003 one in 10 citizens in Serbia (10.5%4¥ poor, with a consumption per
adult equivalent below CSD 4,970/month on aver&@able 2.2.a.). Similar to the
previous year, extreme poverty was negligible, weitity less than one percent of the
population recording an average consumption beld®bD @,097/month per adult
equivalent—the amount of the minimum food basket.

2.2.3. Compared to other countries in the regiahwsing a poverty line of USD 2.15
/day PPP and the comparable consumption aggreijatgaercentage of the poor in
Serbia was similar to the rate of Romania, lowantim Albania and higher than in
Bulgaria and Poland (ECAPOV IlI, World Bank, 2005).

Table2.2.a. Poverty indicators in Serbia, 2002-2003 (in %)

The poor Poverty index Poverty Gap Severity of poerty
2002 10.6 2.2 0.8
2003 10.5 2.0 0.6

Note: In 2002 the poverty line equaled CSD 4,48%penth per adult equivalent, while in 2003, it was
CSD 4,970. Source: SLSP for 2002 and 2003.

2.2.4. In comparison to 2002, in 2003 the deptip)X@&ad severity of poverty declined
slightly, although the percentage of the poor remdiunchanged. The poverty gap in
2003 equaled 2%, indicating that if the countryldomobilize resources amounting
to 2% of the poverty line for each person (poor awad poor) and direct these
resources towards the poor, poverty would, thezallyi, be eliminated, provided that
such assistance was perfectly targeted. The sgwdrjpoverty—the indicator which
takes into account that some of the poor slide eleepgo poverty, i.e. further than
others below the poverty line and gives them greateght—reached 0.6%.

Economic mobility of the population in Serbia 20022003

2.2.5. Though the percentage of the poor remaimethanged between 2002 and
2003 (4,5%), there was significant population mopifjiven the numbers that either
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moved out of or fell into poverty (Table 2.2%.Blightly over one half of the poor
recorded in 2002 improved their economic statusranded out of poverty one year
later. However, approximately the same number ofqe became poor in 2003,
with the “new” poor comprising slightly over onelhaf the poor in 2003.

Table 2.2.b. Economic mobility of the population in Serbia, 202-2003 (in %)

Not poor in 2003 Poor in 2003 Total
Not poor in 2002 83.3 6.1 89.4
Poor in 2002 6.2 4.5 10.6
Total 89.5 10.5 100.0

Source: SLSP for 2002 and 2003.

2.2.6. The considerable population mobility tow&pds of poverty results from a
large growth in consumption of those who moved olpoverty (approximately
twice, on average) and a large decline in consum@mong those who became poor
(43%). Growing consumption was also recorded amgegsons whose status
remained the same (9.5% among persons who wengoootand 10.8% among those
who remained poor).

Table 2.2.c. Mobility of the labor force in Serbia, 2002-20035tatus in 2002=100 (in %)

Employed in Unemployed in Inactive in
2003 2003 2003
Employed in 2002 81.8 3.3 14.9
Unemployed in 2002 47.7 254 26.9
Inactive in 2002 15.1 3.0 81.9

Source: SLSP 2002 and 2003.

2.2.7. The significant economic mobility may be lexped, inter alia, by the
considerable mobility of the labor force. The peteges on the diagonal in Table
2.2.c. suggest a significant reallocation of the'kvmrce within a one-year period,
especially in the case of the unemployed. One dfdlfie unemployed in 2002 found
employment in 2003, though one half of those jolesenin the gray economy. The
informal sector has thus significantly improved thebility of the labor force.

Poverty by regions in Serbia over 2002-2003

2.2.8. In Serbia, poverty is still a predominamtiyal phenomenon (Graph 2.2.d.), like
in most countries in transition (ECAPOV I, WorldaBk, 2005); in 2003, poverty in
rural areas was twice as high (14.9%) as thatarutban areas (7.1%). The difference
in poverty between urban and rural areas was $ligigher in 2003 as compared to
2002 (14.2% rural to 7.8% urban). This may be d@rpld by the fact that the growth
in employees’ earnings and pensions in real term20i03 relative to 2002 — the
dominant source of income among the urban populatiwas relatively higher
compared to the growth in other sources of income.

8 Based on panel data (SLSP 2002 and 2003), ensomimitoring trends in living standards of the
same persons over a one-year period (May-June 2@d*ay-June 2003).
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Graph 2.2.d. Percentage of the poor by type of region in Serbj&2002-2003
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Source: SLSP for 2002 and 2003.

Graph 2.2.e. Percentage of the poor by region in Serbj&002-2003
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2.2.9. The largest share of the poor in 2003 waSauatheast Serbia (23.5%), while
the lowest share was recorded in Belgrade (4.2%gomparison to 2002, the highest
growth of poverty was recorded in Southeast Seiiiz6%), while the largest decline
was registered in Belgrade, where the percentagteofpoor was almost halved
(Graph 2.2.e.). The data indicate widening regiali®rences in poverty: the ratio of
the poverty index in Southeast Serbia and Belgegfiealed 5.6 in 2003, while only
one year earlier it amounted to 2.1. The sharehefpoor in the total population

declined slightly in the autonomous province of Wagjina, Sumadija and

Pomoravlje, as well as in western Serbia, whiledteased slightly in eastern Serbia.

12



In spite of considerable impoverishment over thst b years, Serbia is still within
the category of medium developed countries, althoog a lower level whe
compared to the beginning of the crisis in the 5990

Serbia and the region When compared to other countries in Eastern Eyrppverty
in Serbia is almost at the same level as in Roméamiger than in Albania and higher
than in Bulgaria or PolafidWhen it comes to the Western Balkans, povertgiigst
in Croatia (8,4%) and highest in Albania (over 25&6)well as in Kosovo, where half
of the population lives below the official povetiye'®.
Objective and subjective poverty The image of subjective poverty somewhat
differs from the image suggested by the povertg.lifhe subjective perception pf
poverty in the Western Balkans is much higher—irbte at least half the population
is dissatisfied or mostly dissatisfied with theirancial situatioi. Comparison with
historically higher living standards has largelytdbuted to such a perception, as lhas
high expectations concerning a faster overall egpoagevival after the democratic
political change.

-

Preliminary Poverty Data Based on the Household Bugket Survey (2003-20045

2.2.10. The SLSP data provided important insightshe situation, extent and profile

of poverty in Serbia in 2002-2003. However, the&sBlwas never intended to become
a regular source of official statistical information living standards and poverty. The
improved design of the household budget surveyslwcted by the RSO since 2003
has offered an excellent opportunity to use the HBS3he main permanent official

source of information on poverty, providing botlwaalth of data for research and
crucial indicators for policy creation in this ardiais important to note that HBS data
are not straightforwardly comparable to the SLSP.

2.2.11. Preliminary results based on the HBS indi¢hat there are no significant
changes in the poverty level between 2003 and 2004e data presented here are
only indicative, with their main purpose to proviasight into the current trends.

2.2.12. Table 2.2.f. below shows a range of esémabtained using several different,
standard methodological approaches to estimatduabgmoverty with the HBS data.
The ranges are relatively wide, indicating a higinaentration of the population
around the poverty line. This is further supporbgdthe preliminary results for the
Gini co-efficient, which comparatively are quitenat slightly below 0.30 in both
2003 and 2004. The poverty rate ranges obtained fhe HBS correspond with the
ranges obtained by applying alternative methodel®@o the SLSP data in 2002 and
2003.

® World Bank, 2005, ECA POV II.

10 Matkovic, Gordana, 200®)verview of Poverty and Social Exclusion in the Western Balkans, a paper
prepared for the Western Balkan Forum on Socidusiien and Millennium Development Goals, 23-
24 June, Tirana, Albania.

" bid.

2 The Poverty Reduction and Economic ManagementfonEurope and Central Asia Region
participated in the preparation of preliminary pdye&lata as expert and technical support to the
Working Group for Poverty Measurement.
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Table 2.2.f. Upper Ranges for Preliminary Poverty Estimates, basd on the 2003-2004
HBS

Poverty rates ranges for different methodolodgseshian Scale (%)

Region/Location 2003 2004
Belgrade 2—-7 2-5

AP Vojvodina 13-19 16 - 24
Central Serbia 12 — 27 16 - 26
Rural 15-28 20-31
Urban 8-14 7-13

Serbia 11-20 13-20

Note: Adjusted for inflation; the period March-Dedeger of each year is used for comparability.

2.2.13. Table 2.2.f. lists upper poverty rate rangased on HBS data that have not
undergone final consistency checking; final estesavill gravitate towards lower
ranges. Although perhaps the exact level of poveray still remain uncertain, the
emerging poverty profile will not significantly dér from the final set of data.

2.2.14. Preliminary data reported in Table 2.2lfow that pronounced regional
differences in the living standards as revealethlkySLSP persist in the HBS as well.
As noted in the analysis of the SLSP, despite arallvstable poverty level between
2002 and 2003 significant differences emerged. ap between urban and rural
areas has widened, and as well as between poaidmncegions, especially between
Belgrade, which benefited the most from new ecowgoogportunities and growth,

and the rest of the country.

2.2.15. Fully in line with the SLSP results, theD20and 2004 HBS revealed that
Belgrade’s poverty incidence remains far below tfational average, while rural

areas clearly suffer from an elevated poverty risBver time, Belgrade’s position

compared to the rest of the country has continaechprove, while rural areas clearly
lag behind. The persistency of rural poverty and limited reduction in urban

poverty suggest that the opportunities generatedufgtantial economic growth are
not available to all citizens equally.

2.2.16. Compared to the SLSP, the preliminary HB& dmplies that the relative
position of the autonomous province of Vojvodina $sgnificantly worse,
counterintuitive to most observers. Such an inghcatmay be a statistical artifact that
may be resolved by further methodological and mesgmsent refinements. However,
the tentative results may also reflect some realpms in the region, ranging from a
faster pace of transition and restructuring thatperarily brings greater inequality
and higher unemployment rates, to an unfavorabiaodeaphic situation, reflected
e.g. in a high number of elderly rural households wer rental prices.

2.2.17. A more informative picture of regional diénces requires analysis at a
somewhat lower level of regional aggregation. Theraach chosen in the SLSP,

which divides central Serbia into three distinctregions with different poverty rates

and profiles, should be built into the future samgpldesign of the HBS.

2.2.18. The final data, once available, will bedusemonitor the effects of the reform
process as well as to guide policy making in otdeaddress issues of rural poverty,
lagging regions and socially excluded groups. ifiehry results for 2003-2004,

based on the HBS, confirm that the insights prayidg the SLSP could still be used
to develop policies and programs aimed at povexdyction.
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3. PRS IMPLEMENTATION: REPORTS OF THE GOVERNMENT
INSTITUTIONS ON POVERTY REDUCTION RELATED
ACTIVITIES

Despite a number of initial challenges and baryigrs implementation of the Poverty
Reduction Strategy Paper for Serbia witnessed fgigni progress in 2004. This
section of the report illustrates the results agiethrough activities undertaken by
government institutions and represents a syntleésiweir individual reports.

The ministries and other state institutions dopagsess mechanisms at this point that
would ensure the systematic monitoring of PRS immglietation or activities directed
at implementing its programmatic goals and priesiti Therefore it is the
Government’s priority to develop and set up ancatite and transparent monitoring
and evaluation system during the coming period.

In order to most adequately report on the implestgm of the measures and
activities recommended by the PRSp, governmenstitutions prepared their reports
on the basis of a tailored set of questions sttpdlan the PRSP and related to the
work of each institution. Thus this part of the sgpobserves the structure of the
Poverty Reduction Strategy paper for Serbia ancereffan overview of the
implementation of measures and activities acrosseliments, as structured in the
Strategy.

Although the measures and activities directed graving the status of vulnerable
groups (refugees and the internally displaceddibabled, youth, children, Roma and
women) in the PRSp are also presented in a sepanafgtet!, reporting on the
progress in the implementation of planned meassras integral part of the report’s
12 segments.

The first steps for creating a system for monitgriactivities according to the
programmatic goals are being taken through a mitofect entitled “Joint Project:
towards a more efficient implementation of reformsmplemented by the
Government of the Republic of Serbia

13 The questions were formulated on the basis of oreasand activities stipulated in the PRSp, in thepter
“Resume and Activity Matrices.”
14 PRSp chapter: “Cross-Cutting Issues in the Poverty &exfuStrategy.”

5 For details on the project, see the chapter “Tiiansto market economy — Building more efficienatst
institutions.”
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3.1. Macroeconomic Framework and Factors of Sustaable Economic
Growth®

Macroeconomic stability was established in 200122Gflong with the initiation of
the main structural reforms, representing a soldis for continuing reforms and
medium-term growth—the key prerequisite for povertseduction. The
macroeconomic policy was directed at removing tlagnnmmbalances and creating the
conditions for medium-term sustainable macroeconatability.

The previous period was marked by continuous Gt (reaching 8.6% in 2004),
a rise in FDI, a reduced foreign debt to GDP ratd satisfactory progress in reform
of the Serbian banking system. The current accdefitit and the speed of structural
reforms remain challenges for the future, which enaready been addressed |by
various measures that should improve the competiégs of the Serbian economy.

Notwithstanding significant progress in many aredstransition, deep structura
weaknesses remain. The key determinants of theaitéor growth, such as exports,
investments and national savings, are still at sy Wew level. Macroeconomig
imbalances and the burden of debts continue toeretite economy sensitive o
shocks.

3.1.1. The real growth rate dbross Domestic Product (GDP)following a modest
growth of 2.4% in 2003, is estimated to have redd&% in 2004, much higher than
expected. A lower rate of real GDP growth (4.6%optiojected in 2005 as a result of
planned measures directed at slowing the rise megrand improving the trade
balance. Over a medium-term period (2004-2006)amgeannual GDP growth rates
of approximately 5.9% are expected. In the perietiveen 2006 and 2008, a GDP
growth of 5.7% is expected, while inflation sholld brought down to 4.5% by the
end of the same period.

3.1.2. Thecurrent account deficit in 2004 equaled USD 2.8 billion i.e. USD 3.447
billion®’, excluding official international assistance, whis an increase of 43.8%
when compared to 2003. Consequently, the sharehefctirrent account deficit
(without official support) in GDP increased from.71% in 2003 to 15.6% in 2004.
The major cause for the higher current accountcdeB the increase in the trade
deficit. At the same time, the rise in imports tethprimarily to production materials
and equipment, giving 2004’s higher current accodeficit a predominantly
developmental character. Although exports incredised USD 2 million in 2002 to
almost USD 4 million in 2004, the imports registei@ higher increase—from USD
5.6 million in 2002 to almost USD 11 million in 200 The reserves of goods
imported in late 2004 satisfied local demand fopamts resulting in a significant
reduction in the first months of 2005. The expodsorded considerable increase in
early 2005 thanksnter alia, to the introduction of a value-added tax (VAT).

3.1.3. 2003 was a record year for the influxfareign direct investments which
reached USD 1.36 billion. Due to a slow-down in phivatization process in the first
half of 2004, FDI fell to USD 966 million. The pegted FDI in 2005 is a minimum

1 The institutions that bear greatest responsibfiity implementing PRS aims with respect to macroeotn
policy are the Ministry of Finance, the National Raif Serbia and the Serbia Investment and Expam@tion
Agency.

17 EUR: USD: CSD= 1:1,2:69,99 (average in the perioduday-June 2004.), EUR: USD: CSD=
1:1.26:75.14 (average in the period July-Decembértd, EUR: USD: CSD= 1:1.30:80.75 (average
in the period January-& 2005).
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USD 1 billion. The Serbia Investment and Export rifotion Agency (SIEPA)
initiated a projecf worth EUR 4.5 million that will enable Serbia tewtlop
investment locations and launch new investmeniegts)

3.1.4. The share of investments in GDRecorded a more modest increase than the
one projected. Total investments grew from 13.6%001 to 16.4% of GDP in 2004.
The Strategy provides that the share of investmentsGDP should reach
approximately 25% by 2010.

3.1.5. Following a drop in theate of inflation from 14.8% in 2002 to 7.8% in 2003,
the increase of prices in 2004 equaled 13.7%.hénfirst nine months of 2005, the
growth of retail prices amounted to 11.8%and it is expected that by the end of the
year inflation will not exceed the previous year.

3.1.6. Followingagreements with the Paris and London clubs of cretbrs, the
share of external debt in GDP was reduced from%@8r6late 2002 to 63.8 % in late
2004. The external debt amounted to approximat&ip4.1 billion in late 2004. It
is expected that the Paris Club of Creditors wititevoff over USD 700 million in
debt by the end of 2005, after the satisfactorychmion of the agreement with the
IMF.

Table 3.1.a.: Macroeconomic indicator<?

2002 2003 2004
GDP real growth (%) 4.5 2.4 8.6
Core inflation (NBS) 6.0 5.4 115
Retail prices (end of period) 14.8 7.8 13.7
Foreign direct investment 475 1,360 966
(millions of USD)
Donations (millions of USD) 559 360 456
Trade deficit (%GDP) 24.8 24.7 32.8
Current account deficit (%GDP) 13.5 11.7 15.6
Public revenues 44.3 43.1 45.2
Public expenditures 47.7 44.3 44.6
Fiscal deficit/ surplus -3.4 -1.1 0.6

Note: The data for 2005 will be comprised in thésed Memorandum on Budget and Economic and
Fiscal Policy for 2006 with projections for 2007da2008.

3.1.7. The reform of the banking sectoris entering its final phase following several
years of restructuring and consolidation througk tiguidation of insolvent and
illiquid banks, the entry of foreign banks, strdrgyted competition among financial
institutions, improved legal framework for bank ewpsion and the enhanced
transparency of business operations and bank ohipestructure. Reform of the
banking sector shall be completed upon full impletagon of the initiateghrocess of
privatization of state share in banksand full harmonization of laws and bylaws
with the relevant directives of the European Uraodl the Basel Principles.

8|mplemented with an EU donation, through the CARD&ram.

19 The Memorandum on Budget and Economic and FisadladyPfor 2006 with projections for 2007
and 2008. At the time this report was preparecetheere indications that the rate of inflation wabul
exceed the projected level.

20 The Memorandum on Budget and Economic and FismalyPfor 2006 with projections for 2007
and 2008.
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3.1.8. Thepromotion and increase of exportshave made significant progress due
to regional free-trade agreements, favorable téomexports to the EU, privatization
and restructuring of formerly socially owned entesgs, easier access of new private
companies to foreign markets, etc.

3.1.9. Forthcoming challenges:

= Increasing exports will require continued effordsvards improving the business
climate, reduced costs for doing business and teation of flexible and
competitive market structures, which should leadatoincrease in FDIs and
consequently an increase in exports.

» Increasing the ratio of private investments to GIDPthe short term, attracting
foreign direct investments should be the majorgyofor increasing the level of
new private investments. So far, most private itmests have been through
privatization. The key challenge will be the creatiof a business environment
conducive to private greenfield investments.

= Raising the credibility of the banking sector, atmlis creating incentives to
encourage the long-term savings of citizens.

3.2. Fiscal Limitations in PRS Implementatiof3*

The reform of public finances, which began in Sarini 2001-2003, has achieved
significant progress in transforming the fiscalteys into a more transparent, simple
structure aligned with European standards. Suarmehas strengthened the ability |of
public finances in achieving the main goals of maconomic stability and
sustainable economic growth.

Due to significant tax policy reform, a consolidhtiescal surplus is envisaged for
2005 and onwards. The continuing tax reforms aimetiuce taxes, broadening the
tax base, raise the share of expenses in GDP delamteinvestment, capital
expenditures and education and lower the shargpa&nses related to defense, police,
health and social welfare (social insurance funds).

The policy of the Government in the forthcoming mea-term period is to preserye
fiscal stability while continuing to reduce pubBzpenditures and taxes, make befter
use of fiscal resources and ensure greater matlizaf public revenues, including
tax incentives and other reform measures aimedaiging the level of business
activities.

3.2.1. Thus far the most importatatx policy reforms were made in the course of
2004,signaling the third phase of earlier taxation regichanges and completing the
planned modernization of the taxation system. TlepuRlic Budget has reached
fiscal surplus through tax policy reform measuresaled at relieving the burden on
the economy and the citizens, i.e. reducing taxeb iacreasing taxation capacity
(introducing fiscal cash registers, enforcing theren efficient control of tax

collection, etc.). These measures are expectedstatrin a decreased share of total
expenditures in GDP, with greater allocations fmeistment and capital expenditures.

L The institutions that bear greatest responsilftitimplementation of PRS objectives with respect t
fiscal restrictions are the Ministry of Finance dhd National Bank of Serbia.
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3.2.2. The most significant chanem tax policy in 2004 include the Law on VAT,
the Law on Income Tax, amendments to the Law orp@ate Income Tax, the Law
on Excise Tax, the Law on Property Tax, Amendménte Law on Using, Holding
and Carrying Goods, the abolishment of the IncornadFTax and the Financial
Transaction Tax.

3.2.3. The newLaw on Value-Added Tax (VAT), which came into effect on
January 1, 2005, stipulatesganeral VAT rate of 18%, with a special 8% rate
applicable tojnter alia, the trade or import of certain basic foodstuffedications
paid from health insurance funds; certain medicglpses, text books and teaching
materials; daily newspapers; communal services, ¥&T is not imposed on
services provided by health institutions, includthg accommodation, care and meals
of hospitalized patients; services provided by roaddoctors, dentists, and similar
professionals; social welfare and care servicesuding child and youth protection,
social protection services; accommodation and méalsstudents in hostels and
similar institutions; and education and professiorgtraining. These measures,
therefore, include some of the most significanegaties of interest to the Poverty
Reduction Strategy paper for Serbia.

3.2.4. The firstresults of introducing VAT (combined with the introduction of
fiscal registers) suggest significantly rising &saevenues and a declining gray
economy. Local self-governments recorded a surglisapproximately CSD 4
billion?®. Judging by initial analyses, the introductionWAT should have a neutral
effect on rising prices: the calculated averagersa® decreased and conditions were
created for a drop in prices of up to approximatkely%. Further to the decreased
average tax rate influencing the slow-down of itidia, the initial period of VAT saw
a slight rise in inflation due to other factorsated to its introductidii. Thus, the
expert analysé3 show a certain increase in the tax burden on tue.pro address
this problem, in July 2005 the Government adopteahges to the Law on VATby
which additional categories of goods and servicgsdjcations, basic foodstuffs, new
apartments, livestock, etc.) are taxed by a low&T \fate of 8%. In addition,
humanitarian aid and foreign donations are exemipted paying VAT,

3.2.5. In the forthcoming period, furthearmonization with EU legislation will be
implemented (including tax exemptions in the Law on Value-Addd@@x, as
mentioned above). A combined system of taxing pekmcome might be replaced
by the synthetic income tax in effect in most EWiminies; the system of taxing the
yield on capital shall also be reformed to avoidlule taxation.

3.2.6. One new measure that has already provedtigteis the reduction of the
corporate income tax from 20% to 14% (2003), and dasequently from 14% to
10% (2009. This represents one of the lowest corporatenm rates in the region
and has already rendered an over 60% increase itottection of taxes.

22 For comprehensive list of financial legislatioaesAnnex 6.2

2 SourceMinistry of Finance.

%4 since VAT moves the time of tax payment from thie sd goods/services to the moment of input
procurement, one can expect that economic agentmta problems related to the decline of solvency
and compensation accompanied by certain pricease®e In addition, enhanced coverage of the gray
economy may have led to a slight price increagbenprices of goods/services that have now become
legal (with calculated and paid taxes).

% Supported by DFID.
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3.2.7. Another priority of the medium-term period0B-2008 shall badjusting the
customs policyto the dynamics of development and economic integrawith the
mandatory harmonization with WTO requirements. Guns policy measures will
gradually reduce the level of customs protectionprdition for accession to the EU
and membership in the WTO.

3.2.8. In 2003 payment operations were transfadde banks and thEreasury of
the Republic Budget was established

3.2.9. The Tax Administration has bemdernized, a continuing process that will
improve the quality of the service and supervisibiax administrators, ensure strict
implementation of tax legislation and improve thegamizational structure and
capacity of the administration. The introduction ah IT system in the Tax
Administration, Customs Administration and UJP (fba za javha ptanja”) seeks
a more efficient tax collection as well.

3.2.10. Reform of the tax system with regard tolisutevenues will be followed by
reform of the public expenditure system at all Isv&he reform will target budget
expenditures as well as expenditures of the coropulsocial insurance institutions.
The reform of public expenditures requires gradwaform of the public
administration system and public services as wslltlze careful evaluation of
expenditures allocated for the main administrageevices of the country (such as
administration and defense), in line with the actjglan for implementing public
administration reform.

3.2.11. The current level of public expenditunmains too high and unsustainable—
with the largest share used to subsidize pensiodsfy13.6% in 2004)—and may

represent an obstacle to faster economic growtlifortE to correct the pension

insurance system have been insufficient, and furgferm of the system is needed.

Table 3.2.a.: Consolidated public revenues, expenditures and fieit in % GDP

% of GDP 2002 2003 2004
Public revenues 443 43.1 45.5
Public expenditures 47.7 44.3 44.6
Fiscal deficit/surplus -3.4% -1.1% 0.6%

Note: Data for 2005 will be contained in the redid¢emorandum on Budget and Economic and Fiscal
Policy for 2006 with projections for 2007 and 2008.

3.2.12. The structure of public expenditures adogrdo the functional classification
will change in the future period. Expenditures fpublic services (public
administration) should be decreased as well aetfarsdefense and national security
(in line with their reform).

3.2.13. The share of expenditures for social welfaill be decreased but not
significantly since this category will include sakprograms that will complement the
restructuring of the economy. At the same time,catlan, economic affairs and
construction and infrastructure will receive a geeahare.
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Table 3.3.b.: Consolidated public expenditures in % GDPB®

2005 2006 2007 2008
Total expenditures 45.7 44.6 43.5 42.5
1. General public services 51 50 4.9 4.8
2. Defense 28 2.6 2.3 2.0
3. National security 292 20 1.7 1.4
4. Economic affairs 3.9 4.0 4.0 4.1
5. Environmental protection 0.3 0.4 0.4 0.4
6. Building and communal
services 2.0 2.0 2.1 2.2
7. Health 6.6 6.5 6.4 6.3
8. Recreation, culture and religiof 0.6 0.6 0.6 0.6
9. Education 3.9 4.0 4.2 4.3
10. Social welfaré’ 18.4 17.5 17.0 16.5

3.2.14. With the privatization and restructuring socially and state-owned
enterprises comes a graduetluction in the subsidies granted to themThe share

of subsidies-based expenditures in GDP in 2002lequ&a6% only to fall to 5.9% in

2004 with a tendency to further decrease over ttleviing period. 2005 and the
following years envisage a consolidated fissaiplus so that the privatization gains
shall not be used to cover the fiscal deficit.

3.2.15.Forthcoming challenges:

» Further decreasing the share of public expenditul@DP. The major challenge
in the long run will be to reduce subsidies to pleasion funds and, in the short
run, to socially and state-owned enterprises. Waulesidies to companies will be
reduced as privatization progresses, reductiorubsidies to pension funds will
be the major challenge for the future. The popatadf Serbia is relatively old
and aging and the political pressure to maintaiev@n improve its standard of
living remains strong.

= Reforming property taxes and local public finanicegeneral. Currently, property
taxes do not represent an important source of govent revenues. The creation
of an efficient and equitable system of propertyateon will require political
consensus as well as a current lacking in expetbisth at the local level and in
the Tax Administration.

= Reforming the budgetary process and introducing ghegrammatic budget.
Although the fiscal system has seen fast and decisforms in the past four
years, the system of budget preparation is stiitikeely unreformed. Due to the
lack of capacity, the introduction of a programmatpproach to budget
formulation is running late, although it represeatsiecessary step for further
improving the use of budgetary resources, as veelinanitoring and evaluating
the government’s performance.

% The Memorandum on Budget and Economic and FiscatyPfolr 2006 with projections for 2007

and 2008.

27 Functional budget classification that calculatesds for mandatory pension and disabled insurance
as social welfare expenditures.
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3.3. Transition to a Market Economy:
Establishing Conditions for Private Sector Develpment®

According to the recent WB Country Policy and Ingtonal Assessment (CPIA) and
Doing Business 2005, Serbia has made significaogrpss in tackling structural
problems and in establishing a more conducive enwent for private sector driven
economic growth and in this respect ranked firsthia effectiveness of reforms In
2004.

Despite recent improvements, the 2004 World Econdforum’s Index of Businegs
Competitiveness indicates there are consideralinpal for improving the business
environment in Serbia to pave the way for buildiang efficient and competitive
economy. The key role in this process should bggoldy the successful privatization
and restructuring of companies, the developmergnfepreneurship and the SME
sector and the overall improvement of the investraed business climate.

In order to ensure an adequate legal and institativamework conducive to private
sector development, 50 new economic and systemvases adopted. A total of 1,631
companies were privatized by the end of August 2@0fl it is expected that the
share of private ownership in the total economy mgihch 75% by the end of 2006.

Despite the growing private sector and improvedeasdo the market, foreign tragde
remains un-restructured for the most part, witheey\Mow reorientation towards the
EU and an unchanged structure of géads

3.3.1. A transparent legal and institutional framework is indispensable for
attracting private investments. Fifty systemic laimsthe economic sphere were
adopted in 2004 and a number of new laws has beeslaped by the Government
and passed by the Parliament during 2005. Once&imgnted, they are expected to
create a favorable business environment for inargaghe number of business
activities and the efficiency of the economy. Fwstancethe Law on Registration

of Economic Entities and the Law on the Agency foRegistration of Economic
Entities simplified registration procedures. In additioomop functioning of the courts
represents a grave problem—the average time needettbt collection is almost
three years—bearing negatively on the investmemiate.

3.3.2. In 2004 the Government of the Republic abBeformed the Guarantee Fifid
in order to create conditions for stimulating tlevelopment of business operations of
small and medium-sized enterprises, entreprenemtlsfarmers. Its mandate is to
iIssue guarantees to banks amounting to 50-80%eaf tdquisitions for loans granted
to small and medium-sized enterprises which haeevigng potential but do not fulfill
all conditions required to obtain loans from comaomr banks. The Fund approved
950 requests and issued guarantees totaling EURiHi&N as of July 2004. For its

The institutions that bear greatest responsibildy implementing PRS goals with respect to
conditions for private sector development are theidity of Finance, the National Bank of Serbia th
Ministry of Economy, the Privatization Agency, tiinistry of Justice, the Ministry of Capital
Investments and the Ministry of Trade, Tourism and/iges.

29 Export structure is characterised by too many wifieproducts, which is a sign of low specializatio
and low representation of more processed produithishigher added value.

%0 Since July 2004 the Fund approved 950 requestisandd guarantees totaling EUR 7.5 million. For
its activities in 2005 the Budget of the RepublfiSerbia envisages the allocation of an additi@2BD
1.5 billion for the capital increase of the GuaesnFund. See www.gf.co.yu.
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2005 activities the budget of the Republic of Serlliocated an additional CSD 1.5
billion to the Fund.

3.3.3. In order teeliminate administrative and bureaucratic barriers to private
sector development, a Council for Regulatory Refowas established at the
beginning of 2004 as an inter-ministerial body theinitors development of private
entrepreneurship, discusses legislative changesdaaits new laws conducive to
private sector development. The activities of tlencil has resulted in better co-
ordination and more effective regulatory reformsghii the economic field and has
also enable the Government to react more promptily ppoblems liked to
implementation of adopted legislation.

3.3.4. Privatization activities focus on changing the economy’s ownership
structure, achieving more efficient companies amhsequently improving the
competitiveness of the overall economy. Followinglew down during mid-2004,
privatization accelerated. In the process equabmamce has been paid to the size of
investments, social programs and sale prices. 20662 until the end of August
2005, 50 companies were sold in tendering procegddr@91 in auction sales and 390
as minority packages of companies on the capitaketaConsequently, 1,631 of the
2,027 companies offered in tender procedures watk with a sales success rate of
80%. The privatization proceeds equal EUR 1.68idniJl contracted investments
amount to almost EUR 850 million and the proceeidsaogial programs amount to
EUR 270 million. A considerable number of comparaes currently preparing for
privatization in order to successfully implemeng 005 privatization plan to put up
for sale 318 companies and share packages for ianomm 200 others, with expected
earnings of EUR 262.2 million. In 2005, 19 companishall embark upon
restructuring.

3.3.5. 2005 has seen a 6%hare of private ownership in the total economy
Reaching the planned goal of 75% may be expectatdeognd of 2005 by completing
18 tendering and 300 auction privatizations, thiouge separation of non-core
activities from the public companies portfolios abg establishing new special
companies to be privatized through the implememtatif the recently adopted Law
on Bankruptcy Proceedings. Thus far 73 companies baen identified as needing
restructuring prior to sale; if dependent compahiegere to be included, then the
number of companies currently undergoing the resiring process would equal 600.
These companies employ 200,000 workers.

3.3.6. In early 2004, the European Bank for Recantgbn and Development in
agreement with the Government of Serbia embarkexh g@opEUR 1.5 millionTurn
Around Management Programme (TAM), which supports the restructuring of 25
potentially viable SMEs as well as capacity buitdim management during a two-
year period. The project seeks to select compah#&dave been privatized and assist
them in adjusting to market economy conditions,edi@y three-year planning, define
clear competition policy, etc. The program’s spedanefits include the direct
cooperation of experienced managers from the EW wie management of local
companies.

3.3.7. The process of bank privatizationas part of banking sector reform entered
its final phase. The number and relative importantebanks with majority or

31 Some of the 73 companies are very complex anddapendent (daughter) companies that have to
be restructured as well
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significant state ownership is decreasing due & ttlosure (Borska Bank), merger
with other banks (Pirot Bank, the Serbian Regidehk) or privatization (Jubanka).
In 2005 three banks with state ownership have lsdd, with proceeds equaling
EUR 273.8 million, and three banks have just bggivatization.

3.3.8. The National Anti-corruption Strategy in Barwas presented to the National
Assembly of the Republic of Serbia, with speciémtion to anti-corruption efforts in
the political system, state administration and jubérvices, judiciary, economy and
public finance systems. Consistent implementation enacted laws and an
independent judiciary is meant to secure a faveratrestment climate and ensure
fair play among international business partners.

3.3.9. The Law on Protection of Competition submitted to the National Assembly,
provides for establishing a Committee for the Ritsde of Competition that should

ensure equal competitive conditions for all ecoroagents on the national market.
The National Parliament is also in the processdopéing the Proposal of the Law on
Consumer Protection that will positively affect te&andard of living, similar to the

Proposed Law on Trade and the Proposed Law onsPrice

3.3.10.Forthcoming challenges:

» Restructuring and privatizing large socially ownedd state-owned public
companies represents the most important econoraitecige for the next medium
term period, outside of pension fund financing. @vgational restructuring
(horizontal and vertical separation), reductionthe number of employees and
eventual privatization are preconditions for a aimstble fiscal policy, as well as
for improving the business climate.

= Creating institutional capacity for the efficientopection of competition. The
privatization of either natural or administrativeomopolies requires strong and
independent competition and regulatory institutjowthout which the current
status of Serbia’s infrastructure cannot be impdover its business climate
enhanced.

= Removing administrative and legal obstacles forgig sector development at the
republic and local level. Although many legal ardanistrative barriers have
been removed, some of them, such as the constitihtiorovision that urban
construction land cannot be privately owned, stithain.

»= Increasing the involvement of local self-governnsennh developing the
environment—both at the local and regional levelweicive to economic
growth taking into account competitive advantagas, well as social and
environmental limitations and challenges. This udes fostering co-operation
between local self-governments in developing sgiateframeworks (socio-
economic plans/local PRSs/ local sustainable deweémt strategies building on
Agenda 21), and support structures for employmearterption and balanced
socio-economic development.
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3.4. Transition to a Market Economy:
Building Strong Public Institutions®

Public administration reform in Serbia has primafdcused on the transition from an
authoritarian, administrative decision-making pss& citizen services accessiblg to
all. Efforts towards decentralization have givemngipalities a more significant role
in improving living standards and reducing poverty.

The Public Administration Reform Strategy, adopiedate 2004, aims to build ja
democratic state and a citizen-focused state adtration. The new laws, regulations
and solutions recognize the principles of decemttfibn, depolitization, capacit]
building, rationalization and modernization of pabhstitutions.

3.4.1. ThePublic Administration Reform Strategy identified two general and
inter-connected aimsbuilding a democratic state founded on the rule of law,
responsibility, transparency, cost-effectivenesd agfficiency and building a
citizens-centered state administration,capable of providing reasonably priced,
high-quality services to citizens and the privagetsr alike. The main principles in
the implementation of the reforms are decentratimat depolitization, capacity
building (human resources development, establishrokm unified training center
and permanent process of professional improvemantjpnalization (avoiding
duplicated jobs and realistically evaluating thguieed number of staff for each job),
modernization and the principle of “open” governmas a control mechanism of
state administration (such as adoption of the LawGonbudsman). The solutions
provided in the new Constitution of the RepublicS#rbia shall define the levels of
sub-central government and stand as a foundatiotihéodevolution of authority from
the central to the lower levels.

3.4.2. The Public Administration Reform Strategw@ms the responsibility of civil
servants and introducesalary reform within the public administration.
Establishment of an incentive-based system for risglawas necessary in
acknowledgement that the salary system in practmes not adequately motivate
employees to take more responsibility. New salamells for public administration
employees were introduced as of April 2005, pursuarthe type of job, level of
responsibility involved and the complexity of tasksreview of the systematization
of posts in all public administration agencies Hhasen finalized. The staff
requirements were evaluated to raise the efficiaidize entire public administration,
which resulted in the rationalization of public adistration up to 10%. At the same
time a system for monitoring and evaluating the lkwaf civil servants was
introduced, which will be used as a basis for relivey employees in the public
administration.

3.4.3. Human resources management thiteve been established tmprove
human resources managemeni he central unit has been established in the Minist
for Public Administration and Local Self-Governmeiitraining members of these

*2The institutions that bear greatest responsibilityifnplementation in this field are the Ministry of
Public Administration and Local Self-Governmeng tMinistry of Justice, the Ministry of Economy
and the Ministry of Finance.

33 With the assistance and consultation of the Gowert of the Kingdom of Norway and the Swedish

Institute for Public Administration (SIPU).
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units is ongoing. A unified center for training argiomoting professional
improvement in public administration and local sgdivernment agencies should be
established by the end of 2006.

3.4.4. Modernizing the public administration in the Republic of Serbia aims to
update the technical and technological capacitythef state administration and
introduce the so-called e-government that wouldrimute to the efficiency and cost-
effectiveness of public administration institutions

3.4.5. In order to accelerate the reform procgsi$oaproject entitledJoint Project:
Towards a More Efficient Implementation of Reformswas launched with the aim
of capacity building in operational planning, mamihg and reporting in public
administration. The project seeks to integraterel#bvant strategic priorities into the
operational plans of public institutions and enshegter resource reallocation by
introducing programmatic budgeting and the moreiciefit programming of
international assistance. A unified informationtsys will be introduced to ensure
timely reporting on the reform progress for goveemtal institutions and the public
alike. Nine state institutions are taking part ne pilot phase of this project, which
shall last until October 2085

3.4.6. The process of decentralization is tighthkeéd to theprocess of fiscal
decentralization, which seeks to provide funds to local communif@sfinancing
devolved functions thus ensuring independence andsf for adequately responding
to the needs of citizens in local communities. Bt@nding Conference of Towns and
Municipalities (SCTMJ® is actively involvedf in the preparation of regulations that
define municipal property and a new approach tarfaing local communities, which
entails fiscal decentralization. Municipal authiest deem the absence of fiscal
decentralization to be the main obstacle to thenecoc and social development of
cities and municipalities.

3.4.7. Cooperation and information exchange between munipal authorities
and other stakeholders at the local leveparticularly NGOs, exists in municipalities
where international donor projects have been implged. Among other goals, these
projects sought to improve the operation of murtipdministrations and enhance
information dissemination to citizens as well aslelish local partnerships in various
spheres. Once in place, these mechanisms provedwbgh and continued to be
utilized in local communities. To date 17 municipas have founded citizen
assistance centers that seek to raise the qualfitythe services municipal
administrations provide to citizens and improve tlogv of relevant information to
the public.

3.4.8. TheLaw on Local Electionswas adopted in 2002, providing that mandatory
30% of candidates be from the less represented asex ensuring their equal

3 The project is financed by the Ministry of Foreidyfairs of the Kingdom of Norway. The
participants in the project’'s pilot phase are tren&al Secretariat of the Government of the Republi
of Serbia; the DPM’s PRS Implementation Focal Bdahe Ministry of Finance; the Serbian European
Integration Office; the Ministry of International &womic Relations; the Ministry of Health; the
Ministry of Labor, Employment and Social Affairs; thinistry of Trade, Tourism and Services, the
Ministry of Public Administration and Local Self-@ernment and the Ministry of Economy.

% The Standing Conference of Towns and Municipal®8TM) is a national association of local
authorities in Serbia. The Committee on Social Isgoae of the SCTM’s 10 line committees) deals
with issues of social policy and employment atltdeal government level.

% In cooperation with the Palgo Center and the &drbtal Government Reform Program (SLGRP)
supported by the United States Agency for Inteamati Development (USAID).
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distribution on electoral lists. This measure, hegre has not yet contributed to an
increased representation of women at the local.leve

3.4.9. The regulations most relevant to avoidingasions that could lead to
violations of impartiality and ethical conduct inamagement positions in public
administration are the Law on Prevention of Confli¢ Interest in Execution of
Public Functions and the Law on Free Access torin&ion of Public Interest. In
addition, a citizens’ rights guardian (Ombudsmas) currently being instituted;
furthermore, an Anti-corruption Council was estsldid and the Government
presented with the National Anti-corruption Strgtedhe overall aim of these
measures is taeduce corruption and promote an anti-corruption cuture in
Serbia in line with international standards. Thetibvel Anti-corruption Strategy
seeks to advance regulations relevant to preventimgflicts of interest in the
execution of public duties, establish an efficispstem of control and responsibility
of public and civil servants, enact a code of catdor public and civil servants
(already adopted by the SCTM for local authorities$tablish mechanisms for
reporting illegal and unethical official condudfjid the information system of public
agencies (Tax Administration, Customs AdministnatioMinistry of Interior,
Directorate for Public Procurement, etc), introddice rotation of civil servants on
posts susceptible to corruption, etc. The Strat@gposes concrete measures with
timeframes, and the Anti-corruption Action Plan sldobe adopted by the end of
2005.

3.4.10. In order to ensueecess to justice for the poqgrseveral laws were amended
to provide that defendants, depending on theimitred status, shall not bear the costs
of defense if it would endanger their subsistenceth® subsistence of their
dependants. The Law on Legal Assistance is beiafjedt.

3.4.11. The Law on Civil Proceedings and the LawExecutive Proceedings have
been harmonized with EU legislation and relevaamdards of the Council of Europe.
Novelties introduced by these laws (e.g. directiewy procedures for resolving
disputable legal issues, an accelerated executreeegure, etc.) increase the
efficiency, speed and cost-effectiveness of civind executive proceedings.
Reforming the executive procedure sought to enthakits efficiency and speed do
not endanger the protection of either debtors editors (separate procedure in
commercial cases). A Judicial Center for Training &rofessional Improvement was
established to further improve the capacity, efficy and material and technical
conditions of the judiciary.

3.4.12. The projectEmployment of Roma Coordinators in Local Self-
Governments began in line with the recommendations from thaftd&trategy for
Integration and Empowerment of Rothdt encompasses 12 municipalities in its first
phase, aiming to employ Roma representatives inl20l Serbian municipalities
where Roma live.

3.4.13. Serbia lags behind other countries in éiggon in establishing mechanisms for
gender equality as well as in the legislation thatld govern this sphere. Work on
theLaw on Gender Equality andthe National Action Planhas begun. The progress
report on the Implementation of the Convention loa Elimination of Discrimination
against Women (CEBW report) has been prepared. The Government recentl
established Serbia’s Council for Gender Equalityl anbody for gender equality

37 Ministry for Human and Minority Rights with the gport of EAR.
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exists in the National Assembly. In the autonompigs/ince of Vojvodina, there is a
Secretariat for Labor, Employment and Gender Etadichieving excellent results
and the institution of an Ombudsman has been estall. Initiated by the OSCE in
2002, 54 gender focal points have been establisbethr in local administrations
across Serbia.

3.4.14. Forthcoming challenges:

= Introducing regulatory impact assessments. Legallge submission of
comprehensive regulatory impact analysis is notuired in the process of
drafting and adopting new legislation. In addititme public administration lacks
the capacity to perform this kind of task.

= Continuing judiciary reform, since an efficient jacl system and the protection
of property rights are preconditions for a well-ftioning market economy. The
fight against corruption and the improved transpeyeof judicial decision-
making, on one side, and reforms in courts finagcon the other, will provide a
basis for maintaining the delicate balance betwedapendence of the judiciary
and responsibility to the public.

= Reforming the system of public and national seguaitd defense. From a fiscal
standpoint, downsizing the public and national secisystems as well as the
army will be one of the key political challengeghe next period.

= Improving overall policy coordination at the cemtgoavernment level as well as
the institutional capacity for programmatic plarmimprocesses in the line
ministries, with the goal to improve the process paoficy making and link
government priorities with both available budgetnda and international
assistance.

3.5. Transition to a Market Economy:
Global and Regional Integration®

The process of EU accession is one of Serbia’sipe® and strategic orientations
relying on wide political and social consensus. ®pril 25, 2005, Serbia and
Montenegro received a positive Feasibility Studytfee initiation of negotiations on
the Stabilization and Association Agreement froe Buropean Union.

Membership of the Republic of Serbia in the Worlchde Organization may he
expected in the course of 2008. In December 208ANbrld Bank approved a new
three-year Country Assistance Strategy for SAM yfuldking into account the
Stabilization and Association process (SAp), arelithplementation of the goals get
in the PRS papers of both Serbia and Montenegro.

3.5.1. The process of EU accession and PRS implementatioare closely
connected. The results of PRS implementation relating to kel of economic
development and social exclusion are a direct respto the challenges facing Serbia
in the process of EU accession.

*The institutions that bear greatest responsibiliy implementation with respect to regional and
international integration are the Ministry for Imational Economic Relations, the Serbian European
Integration Office (SEIO), the Ministry of Finanaad the Republic Commissariat for Refugees.
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3.5.2. Serbia was granted asymmetrical trade mefials and access to significant
assistance that has a positive effect on povedyateon through EU support to the
Stabilization and Association process. THg@opean Commission’s Multi-Annual
Indicative Program 2005-2006 which forms the basis for EU assistance to Serbia
underlines the complementarity of the prioritiegd laut in the country’s Poverty
Reduction Strategy and its European integratiomaae

3.5.3. The June 2003 EU-Western Balkans Summites$aloniki included the so-
called Thessaloniki Agenda, which, among othergsjroffered the countries of the
region a European Partnership as aninstrument of the EU’s pre-accession,
recognizing that the SEE countries are potentiatichates for EU membership. This
instrument exclusively governs relations betweem HU and the State Union of
Serbia and Montenegro until the signing of the MBation and Association
Agreement (SAA). The Council of the EU adopted tieeision on the principles,
priorities and conditions contained in the Europ&artnership on June 14, 2004,
based on which the Serbian Government preparedambvember 4, 2004, adopted
the Action Plan for its implementation.

3.5.4. In October 2004, tHeU adopted a “twin-track” approach to this process
which transferred the entire sphere of economyteatk to the member states of the
State Union, i.e. Serbia and Montenegro separaléigreafter, orApril 25, 2005,
the EU adopted a positive Feasibility Study for iriating negotiations on the
Stabilization and Association Agreemenfor Serbia and Montenegtb

3.5.5.The Serbian National Strategy for Serbia-MontenegroEU Accessionwas
adopted by the Government of Serbia in June 20Gb the Serbian Parliament
Committee for European Integration in July 2005e National Strategy represents a
basis for the adoption of national programs for timmonization of national
legislation with EU regulations, following the cduasion of the SAA. The SAA’s key
goal is to promote economic and trade relationgh whe future prospects of
establishing the free trade area and regulatingrégemovement of labor, freedom of
establishment, operation in the service sectorfllm@mmovement of capital.

3.5.6. Aiming to forward the process of legal hanmation with the EU and
following the results of théction Plan for the Harmonization of National Draft
Laws with EU legislation for 2004 in March 2005 the Government of the Republic
of Serbiaadoptedthe Action Plan for the Harmonization of National Draft Laws
with EU legislation for 2005 This plan encompasses 41 laws, 11 of which the
Government adopted by August 15, 2005, with sixpaeld by the Parliament. An
Action Plan for the Implementation of Priorities of European Partnership was
also adopted in 2004. The realization of both acptans is monitored by the SEIO
through a screening report and monitoring toolter partnership.

3.5.7. In order to prevent and eliminate obstatdethefree movement of persons,
goods, services and capitafthe Law on the Action Plan on the Harmonizatidn o
Economic Systems of the Member States of SerbiaMmrtenegro was adopted in
June 200%. However, in line with the “twin-track” approactie Law was amended
in February 2005 to omit provisions relating taffarates, the foreign trade system,

% The European Integration Office is the youngesitir&in of the Government of the Republic of
Serbia, established in March 2004 with a role tordimate and monitor horizontally the EU-related
workload in the line ministries. The work of the ISEgreatly contributed to Serbia obtaining the
positive Feasibility Study.

0 Official Gazette RS no. 67/03.
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taxation, the WTO (joint accession) and the Joimim@etition Commissiot.
Additionally, the agreement to liberalize the traddextiles was signed with the EU
in the beginning of 2005.

3.5.8. Customs system reformwill include the gradual reduction of the level of
customs protection, one of the conditions for asioesto the EU and membership in
the WTO. The Law on Customs Tariffs was adoptedliy 2005

3.5.9. Signing the agreement on free trade un@eatispices of the Stability Pact for
South East Europe included trade liberalizatigtih seven countries in the region. By
2008 aregional free trade zoneshould be created that will include liberalization
the service sector.

3.5.10.Neighborhood programs are a new EU vehicle that seeks to promote and
support regional cross-border cooperation with tiesv external borders of the
European Union. The programs seek to reduce thatimgxidifferences in regional
development, advance contacts between local coni@sirand strengthen cultural,
social and economic cooperation. Serbia is coopperatith Hungary within the
framework of this program and will establish co@iem with Bulgaria and Romania
shortly.

3.5.11.Resolving the problems of refugees and internallyigplaced personss an
indispensable step on the road to regional integrafhese issues shall be resolved
through the local integration of refugees (granttigSAM citizenship), agreements
on the two-way return of refugees that SAM has eiywith the Republic of Croatia
and Bosnia and Herzegovina and local integratioreturn of IDPs to Kosovo.

3.5.12.The extended financing arrangement signed with thdMF in 2002—
totaling approximately SDR 650 million—aims to attain sustainable economic
growth, improve living standards, lower the rate inflation and stimulate the
continuous growth of foreign exchange reservesthigyend of July 2005 USD 587.5
million (approximately USD 860 million) has beeregp with the remaining sum to
be spent by December 31, 2005.

3.5.13.The membership of the Republic of Serbia in the WTQwhich is expected
to take place in the course of 2008, shall havesitige effect on economic growth,
lower the prices of certain products, further tiberalization of foreign exports and
secure the preferential status of Serbia and Megpen

3.5.14.Forthcoming challenges

= Dampening the effects of foreign trade liberaliaaton the poor living in rural
regions, related to both the WTO and the EU acomsgrocess. Develop a
coordinated government approach, which will consitie impact of the pace of
liberalization on the living conditions of rural palations, especially the poor.

= Responding to the requirements of the Europeagriat®n process, in particular:
o Initial negotiations on the Stabilization and Adstion Agreement, expected
in the fall of 2005.

*! Official Gazette RS no. 18/05.

*2 Official Gazette RS no. 62/05.

47 Special Drawing Rights (SDR) represent an itiéonal reserve asset, created by the IMF in order
to regulate international liquidity, which IMF usas a unit of account in all dealings and traneasti
with member countries. SDR are allocated to mendoeintries in proportion to their IMF quotas.
Their value is based on the currency basket comgridiSD, EUR, JPY and GBP.
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0 Harmonizing SAM’s legislation with the Eldcquis, particularly in the key
areas of the Union’s internal market, pursuanh&o3AA.

o0 Speeding up the pace of SAM’s negotiation progrdepending on the pace
of the adoption of European regulations and statsjaand the country’s
ability to create the capacities for implementatioh the Agreement
provisions.

o Preventing the risk of interrupting the SAA negbdtias in case of the delayed

implementation of key EU requests.

Ensuring full cooperation with the Hague Tribunal.

o Addressing the lack line ministry capacity to adately link allocated budget
funds and international assistance with the implgateon of specific
priorities in the European Partnership.

o Building the capacity of the public administratifmm the future use of the new
Instrument for Pre-Accession of the EU.

(@)

3.6. Increased Employment Opportunitie$'

The unemployed face the greatest risks from powaantythe highest and most severe
poverty gap compared to other categories on ther latarket. The principal aim of
economic reform in Serbia is the establishment ofaalern, export-oriented market
economy grounded in the private sector and capldenerating dynamic economlic
growth and new employment.

Compared to the previous year, employment increbgeii5% in 2004, whereas over
the first seven months of 2005 the average numbeheo employed increased by
0.1% in comparison to 2004. Slightly increased @ewplent opportunities are
considered to be the result of economic reformsivecemployment measures,
favorable loans to private SMEs, the stimulation fofeign direct investments,
investments in the development of the private adjucal sector and other similar
measures. The 2005-2010 National Employment Styatag adopted in April 2005.

The organizational, human resources and informasigstem reform within the
National Employment Service is under way.

3.6.1. During 2001-2003 a declining trend in ollezenployment was recorded as a
result of company privatization and restructuriig. 2004 a 0.5% growth in
employment was recorded in comparison to the pusvigear. In the first seven
months of 2005 the average number of employed aser by 0.1% in comparison to
2004. A significant 16.5% real growth in net eagsmwas achieved in 2001, followed
by 29.9% in 2002, 13.6% in 2003 and 10.1% in 2004.

3.6.2. The National Employment Strategywas adopted in April 2005. It aims to
increase employment, investment in human capiéddon quality and productivity;
reduce differences between regional labor marlsefgport gender equality and fight
against discrimination in employment. The Natiogahployment Action Plan for
2006-2008 is being drafted with EAR support. Thieldabelow presents the target
values to be reached by 2010:

44 The institutions with the greatest responsibfiityfulfilling the objectives of increased emplognt
opportunities are the Ministry of Labor, Employmenti&ocial Policy; the Ministry of Economy; the
Agency for SME Development and the National Employnh&srvice.
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Table 3.6.a.: Target employment values

Current Current EU
INDICATOR STATUS STATUS YEAR 2010
Employment rat& 58% 65% 67%
Unemployment raf@ 14.6% 6-8% 10.5%
Participation rate 68% 69% 72%
Youth employment rate 15% 40% 20%
O ki
Women employment rate 48% 56% 90% of mernatseemploymen
. - — p
Reduced regional disparities in NE 1:3 i 10% difference
unemployment rates
Reduced regional disparities in 1:3 i 20% difference
average wage

3.6.3. Fulfilling these aims requires a wide raofdarmonized policies, measures
and activities to reduce the existing unemploymaté and prevent the long-term
unemployment of the redundant labor force.

3.6.4. The number of persons involvedaative job-searchprograms doubled in the
period 2002-2004 (22,740 persons in 2002 and 50r52604).

Table 3.6.b.: Number of persons in active employment programs

TOTAL PERSONS

TYPE OF ACTIVITY 2002 2003 2004 2005*
Job clubs - - 120 1,586
Training for active job searching 6,238 12,362 14,471 7,126
Job fairs 4,086 8,207 13,324 6,710
Job centers 692 - 15,508 20,000
Training for business start-ups - - - 1,200
Stimulation of new employment 1,861 - 98 250
Self-employment programs 1,305 - 2,646 2,500

* Planned number of persons

3.6.5. Of the total 2004 allocation of CSD 900 mill CSD 410 million were spent
on active employment programsand almost CSD 250 million were undertaken for
additional training and education. The 2005 budafethe Republic of Serbia has
allocated CSD 750 million for these purposéke ratio of funds spent on active
and passive measures is unfavorablél0% to 90%), but the picture is far better
when considering funds invested into active emplegtnprograms and general
employment promotion by the Development Fund ofRlepublic of Serbia as well as
international donors.

3.6.6. The Development Fund of the Republic of BeapprovedCSD 4 billion in
loans to small and medium-sized enterprises and eepreneurs in 2004 These
programs are expected to cre&t€00 new jobs The 2005 plan provides CSD 3.9
billion for SME development, CSD 220 million fordividual small shops and CSD
600 million in loans to would-be entrepreneurs t&t registered as unemployed with
the National Employment Service. Currently, theseroaloans offer the most
favorable conditions on the financial market, faaiing the approval of loans to

“5 Labor Force Survey (2003)
“® Ibid.
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businesses from underdeveloped regions, with lomterest rates and a higher share
of Fund financing to projects.

3.6.7. In 2004 CSD 12.5 billion were paid in comgsion and temporary
compensation to employees from the territory ofAélonomous Province of Kosovo
and Metohija and another CSD 410 million were ated to active employment
policy. This means that the share of financial censation in total expenditures
reached 86.54%. This ratio is expected to changglgh

3.6.8. An employment support program, totaling EWR million, is being
implemented in Belgrade, Bor and Pirot with the aifhrteducing unemployment and
promoting social cohesion through a more effedimr-market policy. A project on
employment promotioH is being piloted in the municipalities of LazareyRartevo,
Kraljevo and NiS aiming at the more rapid and é&fi¢ employment of redundant
workers, new (young) entrants into the workforte, older unemployed, the disabled
and minorities. The total value of the project SMJ4.75 million.

3.6.9. In order tamprove the quality of the labor force vocational training and
additional education programs were organized inmglv/,792 participants in 2002
and 7,007 participants in 200&he network of regional agenciesled by the
Republican Agency for the Development of Small Metlium-Sized Enterprises and
Entrepreneurship (SMEES), providing expert servioesisulting, training, seminars,
promotions, etc.) to potential and existing SMEiBsctive throughout the Republic
of Serbia.

3.6.10. The pvatization of companiesand the entry of foreign strategic investors
will have a positive impact on the technologicaldamization of companies and the
rise of production, exports and employment. Boustainable development of the
private agricultural sector is a key contributing factor to the reduction ofal
poverty in the short- to mid-run. Thus far CSD 38illion has been allocated towards
this end, with the total investment expected toeexcCSD 750 million by the end of
July 2005.

3.6.11. Participation in the gray economy remaing of the main means of survival
for the poorest groups in Serbia but also an avémumcreasing profits through tax
evasion. In order toeduce gray economy preventive measures (such as awareness
raising and education on the necessity legalizinginesses), stimulation measures
(towards the legal operation of entrepreneurshig @&mtrepreneurs) and penal
measures have been put in place. In the cours@0#, 2abor market inspectors found
18,564 persons working but not registered as enaployhich led to the formal
employment of 12,695 persons. In the course of 2@Mbr market inspectors found
46,635 persons working but not registered as erngployvhich led to the formal
employment of 30,754 employees.

3.6.12. The 2005 Labor Codeintroduced new forms of flexible employment
(contracts for representation or mediation, addélowork, professional education
and development), which do not constitute employneemtracts but which lead to
poverty reduction through an established rightwara, i.e. financial compensation
and other rights based on work. Furthermore, thisdr Law improves the position of
employees in cases of bankruptcy, change of empl@md termination of
employment.

4" Funded by the World Bank (IDA) and DFID.
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3.6.13.Measures targeting the employment of vulnerable guups are implemented
through programs such as public works, micro-bissias and employer subsidies.
The EU-funded project Beautiful Serbia trained w@ltof 185 persons, 122 of whom
have found employment with 37 others currently e tprocess of concluding
employment contracts. The project targeted indiaislwvith lower levels of education
and provided the opportunity to acquire profesdiapalifications and experience.
The 2005-2006 project supports public works in Banat, Sumadija, dnj and
Jablanica districts.

3.6.14. A social program targeting redundant wakes being implemented
vigorously. The 2002-2004 programs involved 92,9@8kers who lost employment
due torestructuring and privatization and financed an additional 7,684 workers
over the first three months of 2005.

3.6.15. Creating conditions fancluding the disabled in the labor market is
implemented through efforts to generate employniB&tpersons in 2004), provide
equipment (55 persons in 2004) and assist with iiagacing (111 persons in 2004).
Financing 50 persons through self-employment progrand 100 persons through
new employment programs is planned in 2005. As dditianal incentive to
employers, the law stipulattax exemptions on salaries for the disabled, dsase
for their training and employment. The European gyefor Reconstruction will
finance an income generation project targefifg refugee and IDP families

3.6.16. The Law on Income Tax has introduced empé&yt promotion measures in
which entrepreneurs are entitled to tax exemptiimsn permanently employing new
employees. Two-year subsidies and exemptions fraging contributions on
employing workers over 45 and 50 have also beeaduoted.

3.6.17. The permanent training of National Emplogtn8ervice (NES) employees
seeks tamprove the NES’s quality of work and build its capacity. Employees are
being trained in three pilot municipalities (Somp¥®aljevo and Novi Beograd) to
promote more efficient service provisfon

Table 3.6.c.: NES Work Program for 2005

Number of Allocated Funds
TYPE OF ACTIVITY people (EUR)
Active job search 8,912 63,898
Employment fairs 6,710 69,700
Additional education and training program 8,260 4,540,812
Developing entrepreneurship and employment
incentives 25,650 4,672,500
Center for professional information and counseling 28,081
TOTAL FUNDS FOR ACTIVE LABOR MARKET
PROGRAMS 49,532 9,374,992

3.6.18. The Decision on Establishing the RepublpByment Council came into
effect in 2004. Local Employment Councils are ia #stablishment phase.

3.6.19. A 900,000 EUR Labor Market InstitutionaliBing project’ is currently
being implemented in Belgrade, Novi Sad and Sabgwe project seeks to improve

“8 The Law on Income Tax (from the report of the Minjisif Finance).
“9In cooperation with the Federal Employment BureaG@rmany.
0 Funded by the Swedish International Developmerinig (SIDA).
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the functioning of the labor market and promote lyiment through establishing an
efficient public employment service and improvingrganization, planning,
operations, human resources and work conditionghen National Employment
Service.

3.6.20.Forthcoming challenges:

= Developing efficient programs for employing redundamployees in the process
of privatizing socially owned enterprises and nastiring public enterprises in
the period 2005-2007 (emphasis on active measnsésaid of passive measures).

= Developing more efficient programs for employinge timost affected and
vulnerable groups, including the long-term unemptby youth, the under-
qualified and older workers, as well as person$ wisabilities, Roma, refugees
and IDPs.

= Establishing regional and local employment coun@tslitions) targeted towards
efficient local development and employment stragsdiased on the analysis of
risks and potentials, especially in the least dgwedl regions.

= Continuing reform of the National Employment Seeviespecially towards a full
client-centered approach, including contacts witiplyers and efficient, active
job searches based on a unified information systenwell as the establishment
of monitoring and evaluation systems.

3.7. More Efficient Social Protection*

L

The 2004 introduction of a minimum social secutéyel for all of Serbia improve
access to social allowances, raised its amouniramdased the number of recipients
in the poorest municipalities. The budget approwttitional funds for such
assistance through larger transfer amounts andrbmiverage of the most vulnerable
groups.
More efficient social welfare mechanisms, the immatation of the Poverty
Reduction Strategy, the revival of economic agfihvand an increased employment
rate are expected to slow the growth of overalladienefits in relation to GDP.

Funds directed towards the Social Innovation FUfi&), a program of the Ministry
of Labor, Employment and Social Affairs, are finamgcprojects at the local level that
are developing and testing innovative and morectffe forms of social welfare
services through cooperation between the Governmmemigovernment and private
sectors, public institutions and local self-goveemts.

1%

3.7.1. The adoption of Amendments and AdditiontheoLaw on Social Welfare and
the Social Security of Citizens has changed thehan@ems for the social welfare
index and introduced a minimum social security lea® a criterion for receiving
assistance from the Family Financial Support systgmown as MOP). These

*1 The institution with the greatest responsibility fachieving more efficient social welfare is the
Ministry of Labor, Employment and Social Policy (MoLIES

®2 The right to receive Family Financial Support (MQ®Yestrictedto a period of nine months for

households with able-bodied members with the gbatimulating their employment (MOP does not

apply to families with a majority of disabled memt)e
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changes havemproved access to MOP in the poorest municipalit&® and
increased the number of families who are MOP benafiaries. from 48,000 in 2004
to around 52,000 families in 2005. A unified leves been introduced and the
amount of social allowance for “care and assistdra® another person” for persons
who require assistance and care in order to perixctivities for gratifying basic
living needs has increased (from around 2,600 dit@iover 4,500 dinars for a total
of around 20,000 beneficiaries). Mechanisms thatrdgne the index according to
living costs (rather than the previous practicet tied it to average salaries) have
ensured the real value of social allowances antragyus access to social rights.

3.7.2. In response, the budget has approved additifunds for expanding
assistancethrough larger transfer amounts and the inclusibthe most vulnerable
groups. In that sense, MOP has included a numbedaraflies from the poorest
municipalities, qualifying refugees who have acegdir citizenship, internally
displaced persons who fulfill the conditions présed by the Law on Social Welfare
and Roma families who are offered assistance inhegeigy the necessary
documentation.

Table 3.7.a.: Number of MOP beneficiaries and level of socialransfers (CSD)

Year Average number of Total

Families Beneficiaries
2002 39,430 90,336 921,296,000
2004 45,254 108,793 1,709,951,000
2005 52,000 127,000 2,800,000,000

Table 3.7.b.: Number of beneficiaries receiving children’s allevances and the level of
social transfers (CSD)

2002 2004
Number of families receiving children’s
allowances 324,650 262,693
Number of children 573,187 489,803
Total amount of children’s allowances 6,598,308,482 6,567,688,714
Budget 214,801,643,633 308,798,239,522
Share of children’s allowances in the budget 3.07% 2.13%

3.7.3. In 2004, a program foncluding displaced persons in the social welfare
system* was carried out. During the life of the progranb54 families turned to
social work centers for assistance, out of whi@61,families submitted applications,
while 919 families were included in MOP. Most reget applications were from
applicants whose income was above the minimal lefvsbcial security.

3.7.4. Over 140 centers for social work in Serbiaepresent the basis for the state’s
engagement in providing welfare services at thealldevel. With the continuing
reform of the social welfare system, the centers docial work (CSW) will
increasingly take over activities aimed at asgjssncial groups that face the risk of
social exclusion. Despite the high education l@féCSW employees, further training

3 A number of poor families living in low-income migipalities were once ineligible to receive MOP
because of an earlier decentralized eligibilitytezia, which were based on a locally rather than
centrally defined minimum social security level.dther words, the minimum level of security was not
unified in the Republic of Serbia.

** In cooperation with the International Committeetaf Red Cross and local centers for social work.
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is necessary in implementing the new policies gopr@aches defined in the PRS.
The quality of social welfare services also depeodsdeveloping social standards
across the CSWs, which are being continually imedothrough a project entitled
Improvement of the Organization and Professionatihid CSWs as well as through
numerous professional gatherings, seminars and etheational efforts.

3.7.5. In order tostimulate the role of local communities in providirg social
welfare services the social welfare rights for which local self-govment is
responsible were monitored. With the Amendments Additions to the Law on
Social Welfare and the Social Security of Citizewsytain competencies were
transferred to municipalities, such as reception centers and stations.

3.7.6. TheSocial Innovation Fund (SIF) program enablesprojects at the local
level to develop and test innovative and more éffedorms of social welfare, which
are financed and implemented through the cooperawd public and non-
governmental institutions and organizations (NGesiters for social work and local
authorities). In 2003, 88 projects were approvent (¢hich EUR 1.2 million were
allocated from a donation by the Government of kKiiegdom of Norway and 44
million dinars from the budget of the Republic aérBia). Out of this number, 39
continuing projects were approved in 2004 (throagBUR 150,000 donation by the
Government of the Kingdom of Norway and an allcmatof 24 million dinars from
the budget of the Republic of Serbia). Among otiaivities, this project supported a
number of programs aimed at improving the positeorvariety of populations,
including the Roma, victims of abuse and neglebildeen with and at risk of
developmental problems, the elderly, children withparental care, etc. A new call
for applications was announced in April 2005, angbtal of EUR 900,000 from an
EAR donation and CSD 32 million from the budgettlod Republic of Serbia were
allocated. The priorities of the 2005 call for apations were in full compliance with
the PRS recommendations.

3.7.7. The third competition fgorojects by organizations representing persons
with disabilities was announced in August 2084through which 84 projects in the
total amount of 34 million dinars were approved.isTinitiative respects similar
principles and selection criteria as the SIF.

3.7.8. One of the benefits for socially vulnerabktegories (MOP beneficiaries,
families with low income) is the 30% discount oerdtficity costs. When the price of
electricity increased in July 2004, a new prograrovyling relief in electricity
payments for vulnerable populations ensured sulssiidir 142,000 families.

3.7.9.The new role of the statén the reformed social welfare system should focus
on the definition of the legal framework, includitizge supervision and provision of
basic forms of social security and assistance géisetl by the strategy for reforming
the social welfare system. In that sense, workdoasinued on drafting new laws and
regulations aimed at reforming the system.

3.7.10. The Ministry of Labor, Employment and Sbdiffairs produced &Strategy

for the Reform of the Social Care and Protection Sstem, which defines the main
components of social policy reform: the de-institnalization, decentralization and
democratization of social care and protection sesA—including local community
involvement in the provision of social services grattnerships with civil society.
The Strategy is guided by the following principleaddressing the needs of

%> The competition was opened by the Ministry of Lalimployment and Social Affairs.
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individuals within the context of family and commiyn emphasizing the
participation of beneficiaries in the design andvision of social services; providing
service diversity and choices to beneficiaries; im&ing community-based services
over institutional services; and encouraging theglity of service providers.

3.7.11. The two most important fields tihe process of transforming institutions
and developing alternative social welfare serviceare the improvement of family
accommodation and protected social accommodation.oD4,471 assisted children
without parental care, 2,705 are with foster fagsiliand 1,766 in orphanages. A
system for educating and monitoring foster familes been ensured, programs for
preparing and training candidates for foster paresd well as monitoring and
supporting children and foster families have beepared, and a database on family
accommodation is being created. Around 1,500 foistenily candidates have been
prepared and trained, around 900 of which fulidhditions of general eligibility for
foster parentage.

3.7.12. Accommodation in protected conditions—a form of accommodation for the
elderly, refugees, internally displaced and disalpersons, as well as others who
have difficulty managing on their own—is realizduidugh cooperation between the
local self-government; the Ministry of Labor, Emypioent and Social Affairs; the
Republic Commissariat for Refugees and donors8Imainicipalities, buildings were
constructed for roughly 900 elderly refugees anBdPDas well as a certain number of
the local population, who will provide assistancedsidents. Some apartments have
been provided for formerly institutionalized persomith disabilities, offering
protected housing with organized support services.

3.7.13. In 2004ljving conditions at institutions for the elderly, refugees and raént
disabled personeontinued to improve, including living conditions in all 37 homes
for elderly persons (expanded capacities, basic nteraance, rehabilitation,
reconstruction and new equipment). All 15 homes dersons with developmental
disorders have benefited from less crowded faedjtimproved living conditions and
new equipment.

3.7.14. For the first time, the Criminal Code bé tRepublic of Serbia (2002) treats
domestic violence as a criminal offense, while tieav Family Law (2005) treats
violence against women as a social rather thanopeaflsproblem and defines
protective measures for family members againsp#rpetrators of violence. This law
also introduces new legal provisions such as theneipation of minors over the age
of 15, mediation in marital relations, joint exdout of parental rights, marriage
contracts, a deed of gift, and the like; it alsargs the centers for social work
additional responsibilities in family protection.

3.7.15. In January 2004, the government adoptedcesidn on protective measures
for economically vulnerable households in the psscef building individual
residential facilities and the legalization of ghly constructed buildings. The
decision defines the right to subsidies for cortding individual housing facilities, as
well as the issuing of permits for facilities camsted without a building permit. The
realization of a program for the housing and pemnaimtegration of refugees started
in seven municipalities/towns in Serbia, throughchl670 housing units for refugees
and socially and economically vulnerable populatiaiill be constructed.
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3.7.16.Forthcoming challenges:

»= Providing access to the social protection systemetsons without identification
documents, especially Roma living in slums or disptl from Kosovo.

= Creating space to better target MOP social trassdsrthe best form of targeted
social allowance, as well as a reconsiderationhef eéxisting model, which is
highly unfavorable for multi-member households.

= Continuing reform projects and further improvinge t&IF as the single most
important mechanism for implementing reforms irsthrea, including efforts to
mainstream lessons learned into government poli€iesmulating other models
that will stimulate local authorities to developeahative social welfare services
within their mandate.

= Developing control mechanisms that will prevent uss and whose absence
represents an obstacle for further decentralization

= Building links between different sectors both om ttentral and the local level
(employment, education, health, social protectimngnsure an integrated social
welfare approach with an emphasis on active spoility measures.

3.8. Improved Status of Pensioners and the Elden

Most elderly people in Serbia receive pensiongesimension insurance is mandatory
for the largest part of the economically active ylapon. The main goals of the state
policy towards the elderly include an improved g of living, the reducegd
number and share of the poor and the depth of poaed strengthened institutional
and non-institutional services for the most vulivzaas well as elderly persons.

In the previous period, considerable progress wasesed in the regularity af
pension payments with pensioners receiving 12 paysn@ 2004. According to th
most recent draft law on debt reprogramming, a neimg delay in pension payments
will be solved in the next three to five years different categories of pensioners.

3.8.1. The Amendments to the Law on Pension andlibthinsurance increased the
lowest pension protective level and offered theislagjve framework for the
consolidation of the three pension and disabiliygurance fundgFund of the
Employed, Fund of the Self-employed and Fund ofrfeas).

3.8.2. Consolidation of the pension and disabilitgurance funds is expected to
contribute to the sustainability of the overall pm system. Even though pensions
are paid regularly, payments in the Fund of the IByggadl have been delayed 1.5
months and 20 months for the Fund of Farmers. AdoERJR 215 million are
necessary for paying farmers’ pension arrears (p@risions). The mechanism for
addressing this problem is outlined in the new digion®” which envisions
reprogramming the debt in pension payments in &éx three to five years, as well as
beginning regular and timely pension payments iatanvith November 2005. In

¢ The institution with the greatest responsibility faore efficient social welfare is the Ministry of
Labor, Employment and Social Affairs.

" Draft Law on the Overtaking of Obligations of theblic Fund for Pension and Disability
Insurance of the Employed, Created by the Delayapnients of Pensions and Allowances, and a
similar draft law for the pension fund for farmers.
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addition, consolidation of pension funds is needmetause contributions are
insufficient for financing pension payments. Thalget subsidizes around 40% (and
for the Fund of Farmers, even mtjeof the pension fund’s income (the deficit of all
three pension funds in 2004 was 5.12% GDP). Thealaation is expected to raise
the number of the insured as well as improve tHeeawmn of contributions to the
Fund of Farmers. This, in turn, is expected to create a basigHerregular payment
of pensions in the long run. At the end of May 20& World Bank granted USD 25
million to support a project related to this prable

Table 3.8.a.: Basic Fund indicators in 2004

CATEGORY
FUND Number of Average Subsidies from the budget
persons pension
— . 5
Fund of the Employed 1,241,082| 9,578 dinarg 82-67 billion dinars (34.14% of
total Fund incomes)
Fund of the Self- 43,938| 9,360 dinars i
Employed
— . 3

Fund of Farmers 215,086| 2,780 dinars* 5.66 bilion dinars (60.28% of

Total Fund incomes)

* Pensions paid in the period April 2002- April 200

3.8.3. The National Action Plan for the Provision of Socid Security and the
Humanization of Living Costs of the Elderly—currently under preparation—uwiill
define how services and assistance will be offéweziderly persons.

3.8.4. The draft law on voluntary pension funds autans, in its final stage, is
expected to be adopted in the course of 2005, timlmved by the adoption of by-
laws related to its implementation. The introductad this third pillar, i.evoluntary
private pension insurance will create conditions for additional income foreth
elderly in the future. The working group for theplmentation of voluntary private
pension insurance is established within the coufarilthe reform of the pension
insurance system.

3.8.5. The programs concerning support to elderl§izens include de-
institutionalization (transformation of institutions where elderly peopive), with
the piloting of alternative services (family accommodation, home care and
assistance, etc.) for elderly persons at the Ideatl. Housing under protected
condition§® encompasses around 900 elderly persons, refugeedisplaced persons
in a total of 18 municipalities: the pilot projeat integrated home care includes 100
(elderly) families in Kné, Kragujevac and KnjaZevac. Home care servicesstite
developed within institutions for the elderly, with trend towards the increasing
participation of non-governmental organizationshia development of these services.
Home assistanceas provided for 2,500 beneficiaries|ubs for the elderly rally
around 20,000 users and provide meals for aroud@D&yeople antivo-day centers
for the elderly serve citizengn Kragujevac and Novi Sad.

%8 Income into the Fund of Farmers includes transfesen the budget of the Republic of Serbia
(60.28%), plus the obligations of the Republic eft8a for solidarity veteran’s service (26.09%), a
total of 86.37% of the Fund’s income.

9|t is expected that timely payments to all beriafies will restore the confidence of farmers and
increase the rate of their contributions.

0 Residence with a family that, as a host, assisiartts and/or provides housing with support for
disabled persons.
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3.8.6. With the decentralization of the social wedf system, a large number of
competencies will be transferred to local self-ganeents, which will have to ensure
that services provided in cooperation with the footprofit and private sector are in
accordance with the recognized needs of the c#izen

3.8.7. The quality of living conditions in all institutions for the elderly, refugees
and mentally disabled persons has improved thrduglding investments, expanded
capacities, basic maintenance and investment, ilgaabn and reconstruction, as
well as equipment, totaling around CSD 280 millior2004. At the same time, with
the help of donor funds, six collective centersriefugees have been transformed into
homes for elderly persons. The conversion of yaitlar collective center with
capacity for 100 is currently being completed. leargnd better quality institutions
can also be achievedhrough including the private sector in providing
accommodation services for elderly personsihe Ministry of Labor, Employment
and Social Affairs has issued the first three Iggnfor private homes for the elderly,
while a fourth decision is being prepared.

3.8.8. Forthcoming challenges:

= Further reforming the pension and disability insiwesystem in order to decrease
the burden both on the overall economy and on #mublic budget, while
preventing the impoverishment of the elderly whdseng standards depend
exclusively on pensions.

= Consolidating the pension funds along with imprgvihe information system and
reorganizing the register of the insute¢ata collection, registration of insured
and data management).

= Further improving control of contribution paymeatsd discouraging contribution
evasion.

= Further developing alternative forms of social podion for the elderly at the
local level, especially home care and assistance.

®1 Maticna evidencija osiguranika.
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3.9. Health Care towards Poverty Reductioff

Changing the model of financing primary health came introducing a new model of
payment by the end of 2006 is a precondition fer éesential reform of the primary
health care system in the Republic of Serbia. Axdesbasic health services of an
appropriate quality without financial barriers fthre whole population, particularly
vulnerable populations, i.e. refugees, IDPs, Rqmay people and others, is a key| to
health care reform. Such access should be achtavedgh numerous national health
programs and strategies for specific sectors, thotu restructuring health care
institutions, introducing a health benefit packageanging the way providers charge
payment, introducing a reduction or exemption of-abpocket expenditures far
vulnerable groups with regard to social protectioosts and establishing |a
public/private mix in the health care system.

3.9.1. Providing fair and equal access to health caréo all citizens of the Republic
of Serbia represents one of the basic principlegsohealth care policy. The Draft
Health Care Law seeks to better define the headfhtsr of citizens and patients,
strengthen the gate-keeping function of generattpi@ners, better specify the general
(public) interest in the health care sector—inahgdivulnerable groups—decentralize
management and increase the productivity and guaflicare. The Draft Health Care
Law contains a list of vulnerable groups and dessrithe possibilities for protecting
their health rights.

3.9.2. The adoption of the health policy documgidon of Health Care System
Development, Srategy of Health Care Reform—together with the National HIV/AIDS
Strategy, Tobacco Control Strategy, Public Healttat8gy, Food Safety Strategy,
National Blood Safety Strategy, National Mental lted@rogram and National TB
Control Program—will improve the availability of &léh care, particularly for
vulnerable groups, and reduce inequality in accElge. Ministry of Health has been
participating actively in the preparation of mud&etor government documents such as
the National Action Plan for Children, the ActiofaP for Women’s Health and the
National Action Plan for Improving the Status o tRoma Population. Other measures
for protecting vulnerable groups include introdgcen new positive drug list financed
by the Health Insurance Fund, strengthening théegtion of patient health rights,
improving inspection control in cases of detriménteealth consequences and
establishing better cooperation with NGOs as wesllpeoviding financial and other
support to projects promoting health and healtiegtyles.

3.9.3. Through the project Development of the He&lare System in Serbia, the
World Bank is financially and technically suppogdithe Serbian health care system,
with a loan of USD 23.5 million until 2008. It idgmned that the largest share of
resources will be spent on restructuring healtle canters including new information

and communication technologies, changes in metlbdwspital payments and the

introduction of accreditation and licensing.

3.9.4. To enhance efficiency and effectiveness in the usé resources evidence

based clinical practice guidelines based on théoNak Burden of Disease Study were
developed and are being implementddew standards for health personnel,
performance and hospital provisions were proposebam action plan for capacity

®2 The institution with the greatest responsibility fiealth care goals is the Ministry of Health.
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building for the Ministry of Health and health peskionals is in the preparation
phase. A national plan for training health carefgssionals and associates in health
management, continuous quality improvement and Idpugent of an information
system for public health is consistently implemenite accordance with the needs of
the system.

3.9.5. The health information systemshould also increase efficiency in the health
care sector. A pilot project of basic health se¥gien the Kraljevo municipality,
which resulted in a software solution for suppaytthe work of a team in primary
health care, will be implemented in Belgrade mypatties and a cluster of other
municipalities in Serbia through a new EAR projesn existing EAR project,
focusing on the development of a health informatsystem for basic health and
pharmaceutical services, will improve the Kraljegoftware package and help
develop an electronic health record as well asiameal clearinghouse.

3.9.6. The pilot project of basic health servicesDom Zdravlja Kraljevo was
completed in June 2005. In 2006 results and expesi from this project will help
develop acapitation formula that will be used to finance service providers in
primary health care as a pilot of a new model gihpant.

3.9.7. The development of the basic health bempefitkage is in progress, and has
been included in the Draft Law on Health Insuraniceaddition, the Draft Law
introduces new methods for financing service pressd better management of
financial resources, the decentralization of thealthe Insurance Fund, as well as
voluntary and private health insurance. Strengtigenhealth promotion and
preventive health services aimed at the prevenbbncommunicable and non-
communicable diseases and the promotion of hedifibstyles takes place through
the concrete activities of an EAR project impleneehin 25 health centers and public
health institutes. Tobacco control activities amgtipularly developed within the
National Strategy for Tobacco Control, still to tadified, and intensive anti-smoking
campaigns.

3.9.8. Developing a private/public mix is progressing only gradually due to
financial constraints. The Health Insurance Furalyéver, is now recognizing the

prescriptions of private practitioners and consdmtween private practice providers
and the Republic Health Institute Fund are now ipbssfor certain health care

services that are not available in the public gecto

3.9.9. Activities for developing a process for heeng medical personnel and
accrediting health care institutions and programgehntensified.

3.9.10. An expert group for youth is closely coapiexg with UNICEF to improve the

functioning of health care institutions working Wiyoung people by improving the
quality of existing youth counseling centers antidating the establishment of new
ones that would operate in accordance with the mewended methodology. The
Strategy for Improving the Health of Young Peoplashbeen prepared and
implemented, as have been the Mental Health Syrasegl a law for its imple-

mentation. These activities will be initiated aftoption of the Health Care Law,
which represents a precondition for the adoptionegiilations in the field of mental
health. The HIV/AIDS and TB Control Program in Sarls supported by a donation
from the Global Fund and realized according topfamned dynamic.
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3.9.11.Forthcoming challenges:

= Health care financing reform including health irswe reform and development
of a new model of provider payment in primary, setary and tertiary care.

» Rationalization of health workers, starting frommadistrative and technical staff
to nurses and medical doctors and dentists with itly@ementation of new
standards of provision and performance.

= Searching for options and possibilities for prizatg the health care sector,
particularly dental services, rehabilitating spantees and increasing mixed
public/private solutions in the health care sector.

= Restructuring clinical centers through EIB credit.

= Establishing and developing independent nationalidso for licensing, health
technology assessment, accreditation and contingoakty improvement in the
health care sector.

3.10. Education and Povert§?

The importance of education for poverty reductiaswonvincingly demonstrated by
the results of the 2002 SLSP: 69% of poor peopl8earbia had only elementary pr
incomplete secondary education, while only 2% haglersity degrees.

The gradual increase in the share of educationreifuee in GDP continues: 3.9% In
2005 and set to rise to 4% in 2007. Reforms cugreimt process include the
streamlining and reorganization of the educatianatitution network at all levels,
implementation of teacher training and additiomaining programs and the review (of
school programs. The start of a nine-year compwulsducation program is scheduled
for the 2006-7 school year. Increased adult edoicatearning programs and projects,
as well as the development of distance educatiograms, are planned as well.

3.10.1. The start of a nine-year compulsory edanagirogram is scheduled for the
2006-7 school year, with the introduction of @mpulsory, free-of-charge
preparatory grade for children 6 to 7 years of age. Also plannechis development
of alternative half-day programs for children 5-@ays of age, particularly from
vulnerable and marginalized groupthe coverage of pre-school education is
increasingeach year, and the assessment of existing fasjlpiograms and services
in preschool institutions and the creation of aallase are currently under way.
Training* for the creation of development plans in pre-s¢iistitutions is planned
until the end of 2007.

3.10.2. A joint effort of the Ministry of Educaticand Sport and the World Bank, the
Republic of Serbia Education Improvement Projeat &as school grant component,

enables schools to create development plans afecg@nd receive grants. Selection
ensures that schools from the poorest regions lwgh percentages of children from
IDP and Roma families receive preference in acngirihe assistance that will

improve their living and working conditions.

® The institution with the greatest responsibility fealizing the goals of education with respect to
poverty reduction is the Ministry of Education a®jlort.

® The trainings are supported and implemented byihestry of Education and Sport with the

engagement of school development consultants.
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3.10.3. For the purpose of revisirtbe primary education methodology and
curriculum , the curricula for elementary school grades Ijllland 1V and teaching
programs for grades I, 1l and Il have been revjsekdile the programs for grade IV
are under preparation. The programs have retrateadhers to teach foreign
languages and civic education in lower grades.nimgi programs for teachers to
teach bilingual classes are under way and semimawe been conducted for first-
grade teachers in applying descriptive gradingwali as for history teachers to
introduce a European approach to teaching history.

3.10.4. Preparatory activities have begun for pmtsjethat seek to develop the
capacities of schools and teachers in the arediseoflemocratization of education,
prevention of trafficking, protection of child righ (child ombudsman), and
prevention of delinquent behavior in schools. Sthheams are also being trained to
create safe and stimulating school environmentiimihe UNICEF project Schools
without Violence. These projects, as well as ongaines, have and contribute to the
revision of the methodology of working with studerthat will be modernized,
contemporized and made more topical in 2005-6,ine with the real needs of
students and schools.

3.10.5. TheSecondary Vocational EducationStrategy draft is in the phase of public
debate. During the process of reorganizing the tumtal education system in
accordance with the needs of the economy, 40 peofifere abolished and 27 new
profiles introduced in pilot schools, along witlettraining of 650 teachers and a new
modular principle in the program structuring. Thare plans to determine the levels,
character and duration of vocational education t@aching in Serbia in accordance
with the 1997 ISCEP. Since 2003, a pilot project named the Secondanyational
Education Reform Program has operated in 55 secpndaational schoofs.

3.10.6. By signing the Bologna Declaration, Seroimed the group of European
countries that are coordinating their policiesha field ofhigher education in order

to establish the European Higher Education Zon@@y0, which seeks to preserve
the specific cultural, linguistic and national cheteristics of each member country. A
draft Law on Higher Education, prepared in accocgawith the principles of the
Bologna Declaration, will soon be adopted and wafpiresent the basis of accelerated
higher education reform in Serbia.

3.10.7. Providing a systemic possibility for aduibsobtain qualifications is in the
phase of public debate. Other plans include inangathe number of adults in
education and learning programs and projects, kshialg a wide network of various
institutions and organizations for adult educat{orcluding five regional training
centers that have been organized in five seconsenpols in Belgrade, Zrenjanin,
NiS, Bor and Kragujevac) and developing distanagcation programs.

3.10.8. Compared to the earlier period, thember of student loansremained the
same during the 2004-5 school year (with 240 atkxtdor occupations that are in
short supply); the number of scholarships was reduo 10,793 and the number of
student loans increased (about 18,000). The aiim farther increase the amount of
loans and scholarships as well as to increaseutmar of beneficiaries.

3.10.9. Reallocation of budgetary resources towpodser regions and municipalities
is gradually being implemented, with completionrplad for 2010. The Decision on

% International Standard Classification of Educat®8ED 1997.
% The program has been supported through CARDS.
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Criteria for the Definition of a Kindergarten andirRary School Network has also
been adopted, which should lead to the more rdtiose and reallocation of savings
into building repairs, material needs and schooligmgent, with local self-
government being responsible for the implementatlanaddition, the program of
continuous professional education of teachersher2004-5 and 2005-6 school years
allocates the highest budgetary resources towdelpdoorest regions (territories of
regional school administration offices in Leskovagranje, Kraljevo, NiS and
PoZarevac).

3.10.10.Teacher training is conducted through public and social institusioas well
as non-governmental organizations. This goal ifizegh through projects for quality
assurance, school development planning and deteatien; seminars for
descriptive grading, student safety, civic educsgti@ligious instructors and school
principals; activities of the center for the prafiemal development of employees and
professional associations of teachers and expsocages in educational institutions.
In addition, the Education Promotion Institute dhed Education Quality Assessment
Institute have been established.

3.10.11. For the purpose ahplementing teacher training/additional training
programs on the basis of current sector needs, foreignuagg teachers in lower
grades of primary school have received traininghage all first-grade teachers and
expert associates in the area of descriptive gga(#20 seminars were organized in
2003 with the attendance of 8,300 teachers, ands@80nars were organized in 2004
with the attendance of 4,000 teachers). Sociaugich sensitivity seminars were also
conducted for 1,200 education employees, paremtsepresentatives of social work
centers, in addition to seminars that trained s#wbousand civic education teachers
and employees in preschool institutions. Other samsiaddressed the introduction of
the teaching program in the first grade of primaghool (with 800 seminars
organized in the previous two years, attended BOQ,teachers and expert
associates). The plan in 2005 is to train abou@@f@achers for religious instruction,
about 1,200 teachers for the optional "From ToyCwmmputer" subject and 600
teachers to work with children with special neegisminars will also be organized to
train teachers in areas such as civic education and theewention of delinquent
behavior.

3.10.12. In order to increase timelusion and participation of marginalized groups

in the educational system, free-of-charge textbowskse provided for about 6,000
pupils in primary schools in 2002-3 school year dod 5,886 pupils in primary
schools in 2003-4 school year. For poor Roma ohildi74 school projects relating to
the improvement of Roma education for 6,500 childsere supported financially on
the basis of the 2002-3 tender, as well as aboudr@j@cts in 2003-4 school year. In
the same school year, affirmative acfibled to the enroliment of 42 Roma pupils in
secondary schools and 51 students in two-year gedleand universities. Seventy
pupils were enrolled during the 2004-5 school yedrije 89 students were enrolled
in two-year colleges and universities. An actioanpfor promoting Roma education
in Serbid® was adopted in January 2005. An education prograsrbeen prepared for

7 The Ministry of Human and Minority Rights in cooption with the Ministry of Education and
Sports and the National Council of the Roma Ethniiadvity.

% Serbia and Montenegro is included in the Romaubioh Decade 2005-2015, launched by the World

Bank and the Open Society Institute.
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Roma community members who are expected to ereit thildren in elementary
school as well as provide them with the supporessary to complete it.

3.10.13.Special support for Roma teacheras been ensured by their inclusion in
the system of professional training and by prongptieaching colleges, the
department of Romonology and the optional subjeéctRomany language with
elements of national culture (introduced into 28csds), in addition to a series of
seminars for members of ethnic minorities nant&tallenges of Education in
Minority Languages. Unfortunately, activities planned in the Stratefgy Roma
Education have not been fully implemented, prinyatihe introduction of Roma
assistants as well as a Roma coordinator for catiperwith families, which have
been delayed by laws and bylaws that fail to pibecthese positions in schools.
Activities that will pilot new solutions are currtin being developed. Nevertheless,
positive discrimination measures for Roma studéatse been applied to enrollment
procedures for secondary and high schools andtiasul

3.10.14. The preparation of an Education StrategyPersons with Special Needs is
underway (following an analysis of the current aiton), as well as a three-year
OECD/CERI project for disabled pupils and pupilsrisk. Two pilot projects are
being implemented, including an inclusive modeihat preschool education level and
a model for partial inclusion and new special séfi0docational education for pupils
with special needs, based on their functional ciipab, is regulated by the Law on
Education System Fundamentals, through which sehbalve been allowed to
organize an adapted school program for disableds3tp

3.10.15.Forthcoming challenges:

= Improving the quality of education through the watlization of programs, by
introducing quality standards in specific sciestiéind educational areas, training
teachers in primary and secondary schools and aimgraew school books in
cooperation with the Ministry and professional itagitons such as the Institute for
the Improvement of Education and Upbringing and thstitute for Quality
Control in Education.

= Reforming vocational education, to be carried oumarily by the Center for
Strategic Planning (within the Institute for the gravement of Education and
Upbringing) and the Union of Gymnasiums and VocaloEducation Schools.
Pilot programs that will introduce new profiles wocational schools and their
application in a larger number of schools will baleated. Developing optional
subjects in gymnasiums will introduce changes theoregular school curricula.

* Including marginalized groups and persons with spaweeds into the regular
education system based on affirmative action measproposed by expert teams,
including the simultaneous implementation of semsngr teachers who will
work with children with special needs.

® Two schools have realized such programs thus fith, tve help of donations from the Norwegian
government and the City Education Secretariat.
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3.11. Regional, Rural and Urban Aspects of Poverty

Regional discrepancies in Serbia’s developmentita@emost pronounced in Europe
and continue to increase from one year to the negart from the traditionall
undeveloped south of Serbia and Old RasSka, theynempoverished areas are east
Serbia, parts of central Serbia and the regionalete of the mining and traditional
industry, which have experienced further demogmapbutflow from rural an
underdeveloped regions

The network of regional agencies for SME and emé&egurship development
continues to expand. At the end of 2004 the netwoklered over 80% of the territory
of the Republic of Serbia. The Development Fundh&f Republic of Serbia algo
stimulates the development of entrepreneurshipeamployment with a special focus
on underdeveloped areas.

Ensuring support to sustainable rural developmastyell as to farmers who haye
been affected the most by economic reforms andhdurtiberalization in th
agricultural sector, are among the key goals of Dinaft Strategy for Agricultural
Development. The Strategy seeks to increase thepetitimeness of Serbian
agriculture by means of resource reallocation fyamge support to investment and
structural support.

The Strategy of Local Sustainable Developmentyvdedid for adoption to local self
governments in May 2005, is aligned with the PR8 presents a basis for logal
community development planning.

3.11.1. The adoption of theaw on Balanced Regional Developmentin the final
drafting stage, will create an institutional franwew for establishing the National
Agency for Regional Development and a special forninstitution for promoting
regional development, which would be in chargengblementing the goals and tasks
defined in the Poverty Reduction Strategy for Serbmplementation would be
ensured through a network of regional agenciesodfites for regional development.
In May 2004 the Ordinance on the Criteria and lattics for Determining the
Devastated Areas of the Republic of Serbia and#asion on the Determination of
Devastated Areas (Municipalities) of the RepublicSerbia were adopted. Thaw

on Underdeveloped AreaqUDA) has been proposed for the period until 2010,

3.11.2. One of the basic goals of evelopment Fund of the Republic of Serbias

a more balanced regional development through taetigpig of soft loans to SMEs and
entrepreneurs. Short-term export and liquidity ame granted, with a repayment
period of six months and an annual interest rat&%f During 2004, 1.38 billion
dinars were extended, with another 520 millionhors-term export loans planned for
2005. Long-term loans are granted with a repaymenibd of five years and a one-
year grace period and interest rate depending end#velopment level of the
municipality, based on the GDP average (Table &.11During 2004, 7.86 billion
dinars were extended, with 4.72 billion dinars ® déxtended in 2005. Apart from
long-term loans from the Fund capital, long-ternmoaission loans for promoting
primary agricultural production were also extend&dotal of 164 loans were granted

" The institutions with the greatest responsibility feducing the regional, rural and urban aspefcts o
poverty are the Ministry of Public AdministrationdaLocal Self-Government; the Ministry of Finance;
the Ministry of Capital Investment; the Ministry #fyriculture, Forestry and Water Management and
the Republic Development Fund.
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for these purposes, in the total amount of 1.74ohildinars. The Fund aimed to
distribute the loans equally in the various regiand areas of the Republic.

Table 3.11.a: Lending terms of the Development Fund of the Repulic of Serbia

Development level of % share of the Fund’s loan in the Annual interest rate
municipalities based on GDP | estimated value of investment
< 33% up to 80% 1%
33% - 50% up to 60% 3%
50% - 70% up to 50% 4%
> 70% up to 40% 5%

3.11.3. The Regional Development Agencyof Sumadija and Pomoravlje was
established in Kragujevac, with others in progréss Banat in Zrenjanin and
Southern Serbia in Leskovac, and another in dewedop for east and west Serbia.

3.11.4. Expansion of thenetwork of regional agencies for SMEs and
entrepreneurship developmentcontinues. Since 2004 regional agencies in Leskova
and Vranje have beearstablished, as well as the offices of regionatersnn Apatin
and OdZaci. The process of opening an office irmBoyac is currently under way,
with plans to establish an office in Mediaeas well. At the end of 2004 the Republic
network covered over 80% of the territory of thepRiglic of Serbia (without Kosovo
and Metohia), with a goal to cover the entire teryi of the Republic. The Republic
Agency for SME Development and the Republic NetwofkRegional Agencies
provide, inter alia, legal and financial consulting to potential andsgérg SMEEs
(Table 3.11.b.), organize seminars in the area nifepreneurship (including 67
seminars attended by over 2,000 participants imMip0@romote expert and financial
support to SMEEs (including 13 promotions attendgdaoughly 1,000 entrepreneurs
in 2004), implement projects (e.g. Scanning of katimn Capacity in the Sumadija
and Pomoravlje Region) and participate in inteoral cooperation programs.

Table 3.11.b.: Work of the Republic Agency for SMEE Development ad Republic
Network

Consulting Business plan E-mail Training
Help line | (financial and | (assistance and No. of No. of
: responses . e
legal) preparation) seminars participants
7,619 4,283 190 2,509 278 5,837

3.11.5. In 2003, the three-year, EU-financeRegional Socio-Economic
Development Programmewas launched in three regions in Serbia—Banatiralen
Serbia (Sumadija and Pomoravlje districts) and ISoSerbia—to promote a
partnership approach to economic and social dewsdop. Thus far three Socio-
Economic Development Plans have been drafted; tbgioRal Socio-Economic
Development Fund (RSEDF) provides financial suppdrEUR 1.4 million to non-
commercial projects developed from regional plans.

3.11.6. Stimulation of economic growth and develeptnand in particular export-
oriented foreign direct investment, requires thelementation of new ideas, such as
clusters, business incubators, industrial zones, ¢bnological parks etc. The
Ministry of Economy and the Ministry of Internat@nEconomic Relations defined a
pilot project for supporting the process of deveigpclusters in Serbia. Autoklaster
Srbije, which gathers car-part producers, has bestablished. Moreover, a new
concept of regional development should be impleewntith the active approach of
all government levels. Proper results can be erpechly based on the coordinated
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action of players from the national to the localelle In 2005, business incubators—
seen as one method for successfully resolvinggdalte problem of the surplus labor
caused by large system restructuring—will open imjaevac, Nis, Bor, Subotica and
Smederevska Palanka. Business incubators are thémdie one of the successful
ways to partly solve the problem of workers who @&ee redundant due to the
restructuring of large companies.

3.11.7. An important pilot project named ENTRANSvas launched in October
2004. The project seeks to establish a businesgpator in NiS, prepare a business
incubator establishment manual, design businesd-ugiatraining, support the
development of the Regional Agency for SMEE Develept in Ni§ and serve as a
resource center for incubators and training at Republic Agency for SMEE
Development.

3.11.8. The Serbian Investment and Export Promatigency (SIEPA) organized the
training of local self-government bodiesin over 90 municipalities. Common
databases are being established, and the levejualdy of communication between
municipalities and investors as well as the leYelamperation between municipalities
and the Agency is rising. On several occasionsethmsasures enabled the faster
realization of planned investment, better municipammunication with potential
investors and the updating of databases of avail&yld and plants, which are of
great importance for attracting and swiftly readgiinvestment.

3.11.9.The Draft Strategy for Agricultural Development recognizes the economic,
social, environmental and political goals of thei@gtural sector, including building

sustainable, efficient and competitive agricultueasuring food quality and safety
standards; supporting agricultural producers adidctby economic reform;

encouraging sustainable rural development; pratgcthe environment from the
effects of agricultural production; preparing thgrieulture sector for EU integration
and adjusting trade policies to WTO rules.

3.11.10. Implementation of these goals began thrawg previous budget cycles and
the agrarian budget increased from 8 to 21 bildorars. Such agrarian policy seeks
to build competitiveness through decreased priggat and increased investment
and structural support. Budget resources direaiegrite support were significantly
decreased (from 80% of the budget of the MinistrnAgriculture in 2003 to 40% in
2005), which in the short term decreases the nurabeudget beneficiaries, and in
the long run creates preconditions for economionvgjnioand a healthier economic
environment.

" Funded by the Government of Norway.
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Table 3.11.c.: Total investment in the period March 2004-Augus®0052

Measure No. of Amount Average
beneficiaries| (in 000 of dinars) amount
Credit support
Short-term credits 51,467 3,187,337 61,929
Long-term credits 2,957 3,455,875 1,168,709
Rural development measures

Grants for young agricultural 578 949,355| 1,642,482
producers, cooperatives and local
communities
Other rural development measures* 1,240,000

* Various types of rural development measures sicrants for investments, introducing standards
and rural infrastructure, support to elderly howta$, improving soil quality, etc.

3.11.11. Short-term negative effects of the tramsito a market economy will be
addressed through increased social transfersngefarwho are not competitive on the
market due to their small production capacity diauarable geographic locations, i.e.
areas less favorable for agricultural productiomcc®ss of these measures will
depend on the introduction of an adequate mongoaimd evaluation policy that will
enable identification of the most vulnerable grodpsng in rural regions. The
registry of agricultural households is established provide more complete
information on the situation in rural areas andeéine less favorable areas.

3.11.12.The Agency for Rural Development in the establishment stage, should
assist in developing activities that can be coretilicegionally, with a special focus
on assisting citizens in analyzing potential makgtanning production, diversifying

the economy and providing financial support. Utitié Agency is established, the
ordinances on fostering agricultural productionelegment and rural development in
2005 are implemented.

3.11.13. TheRulebook on the Distribution of Partial Funds from Special-Purpose
Revenues of the Republic Budget Collected from the Organization of Games of
Chance, and Used for Local Self-Government Financing seeks to create possibilities
for providing assistance to the most vulnerable and poest local self-
governments including those hit by natural or other largeleadisasters, as well as
technical and other assistance to modernize lethgsvernment bodies.

3.11.14. By mid-2005 the Housing Sector Study Wil complete®, which will
present an analysis of the overall housing sectibr commendations that will form
the basis of the futureational housing policy. The Draft Law on Social Housing
seeks to improve the legal framework for regulating social housing sector and is
currently undergoing a process of harmonizationhwither ministries in the
Government of the Republic of Serbia.

3.11.15.Forthcoming challenges:

= Creating conditions for attracting investment todertdeveloped regions. The
current legal environment provides local self-gowveents with insufficient space
to independently create the fiscal and other ingegtfor potential investors that
would increase their competitiveness. Although @mvernment has introduced

2 Budgetary resources of the Ministry of AgricultuFerestry and Water Management.
3 In cooperation with the UN European Economic Corsiois
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measures for helping the development of these megidheir poor public
infrastructure often represents a key obstacle.

= Even regional development will require both poéticcommitment and a
coordinated approach that should include all lee¢élgovernment, based on the
best EU practices and serving to prepare for therdéuuse of EU structural and
regional funds.

= Sharing authority and responsibility with the lodalel. Decentralization of
power, followed by fiscal decentralization, whichillwimprove government
responsiveness and accountability, will requiressaritive changes of the overall
legal and constitutional framework. Among othernts, the Law on Assets
Owned by the Republic needs to be changed to dbboal self-governments to
own and manage public property on their territory.

= Developing a payment system in accordance with &jlilation that will ensure
support to rural development.

3.12. Environmental Aspects of Poverty Reductidfi

The link between the state of the environment aovekqy is reflected, primarily, in
the impact on the health and quality of living aéria’s population, whereby the
poorest population is disproportionally affected dayvironmental degradation. The
general tendency is to work simultaneously on mining the consequences pf
environmental degradation and promoting activia@sed at its prevention, with an
ultimate goal of ensuring environmental sustaingbih the long run.

Investments in water supply facilities, wastewateatment plants and environmental
hotspot clean-up programs have had a direct impagioverty reduction. Indirectly,
such activities have also contributed to the empleyt of a number of semi
qualified, poorer workers.

3.12.1. Current problems include continued unsatisty water quality in some
regions, unprotected potable water sources, sumvaégr shortages and excessive
groundwater extraction in the Autonomous ProvindeVojvodina. During the
previous period, attempts to solve these problems wo-finance@ in the total of
CSD 237 million by the continued construction ofelh dams and reservoirs and the
construction of water supply facilities in 23 mupalities. Investments in these
infrastructure facilities are labor intensive anavé stimulated the employment of
semi-qualified, poorer workers in particular. Imped access and quality services in
water management have contributed to lower pricesiacreased efficiency in the
economic activities of affected locations. Investinen water management
contributes to the overall development of an aaea, therefore to poverty reduction.
When it comes tospecial water management incentivesduring 2005 the
Government will finance the development of docuragah for preparing
investments, in case of projects where documemntatxasts.

" The institutions with the greatest responsibilily fmplementing the environmental aspects of the
PRS are the Ministry of Agriculture, Forestry anétéf Management; the Ministry of Science and
Environmental Protection; the Ministry of Health atie Ministry of Public Administration and
Local Self-Government.

®The Ministry of Agriculture, Forestry and Water Maement, the Directorate for Water

Management.
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3.12.2. Thecollection and disposal of municipal and industrialwastewateris less
developed than the water supply. Out of a totals# existing wastewater treatment
plants, it is estimated that currently less thafolare operating with satisfactory
results. In 2003, the investments were co-finanodte area of wastewater treatment
and the construction of collector canals for supgywater to the wastewater
treatment plants in 11 municipalities. In 2004, onder to ensurewastewater
treatment capacities activities were implemented in the total value @D 85
million. Facilities for water protection were finggd in five municipalities.

3.12.3. In 2003,activities for the reconstruction and rehabilitation of flood
control facilitates were financed on 13 rivers. In 2004, similar ati&a were also
financed in a considerable number of locatiortse natural disaster in April 2005,

in the central Banat regionynderscored the need for higher investments in the
maintenance of the existing flood control systearg] most importantly, dams and
retaining walls.

3.12.4.In order to clean up environmental hotspots (thermal power plants,
locations destroyed during the NATO bombing or anehere ammunition containing
depleted uranium was used), the remediation otdmtaminated soil was completed
in Pljatkovica near Vranje, as well as in Bratoselce nagamovac. The clean up of
Borovac near Bujanovac was planned during 2005yelk as Reljan near PreSevo
during 2006. The pldfi envisages thedevelopment of a radioactive waste
management program the completed decontamination of soil contaminaieith
depleted uranium by 2008 and the establishmentdefpéeted uranium environmental
impact monitoring and assessment in the municipalibf Bujanovac, PreSevo and
Vranje. Remediation projects in Kragujevac (4) and in Novi Sad (6) were
completed. The feasibility study Serbian Thermal Power Plant Emission
Reduction was finished and financing provided for solving top-prioritygblems in
the Nikola Tesla B Thermal Power Plant, as wellrashe Thermal Power Plants
Kostolac A and B.

3.12.5.In order to improve waste managementCSD 61 million was allocatéfin
2004 to co-finance 30 projects in 61 municipalitiexluding the development of
project documentation for the rehabilitation andheéiation of municipal landfills
and the construction of regional landfills. In &dxh, solutions to waste management
problems in the municipalities of Zubin Potok, Zaa and Leposa¥iwere supported.
The Public Invitation for Co-financing Waste Managnt Projects for 2005 was also
completed, and inception of the World Bank profgetbian Danube River Enterprise
Pollution Reduction, in the total value of approately USD 20 million, was agreed
and planned for September 2005.

3.12.6. In addition to specific measures and & the relevant ministries have
also achieved considerable results in adopting renmental legislation: the
Feasibility Study for Hazardous Waste in Serbialuding medical waste, which was
prepared with the support of the European Agencyrfeconstruction. The EAR also
supported the first phase in construction of thedf#dous Waste Treatment Center.
Furthermore, all preparatory activities for implertieg a project to equip mobile
ecotoxicological units were completed. In Decemi®#603, the Agency for
Environmental Protection was established, takingr@aome of the activities of the
Directorate for Environmental Protection. The Sumsthle Development Council of

% Short-term objectives of the Directorate for Enriteental Protection.
" Ministry of Science and Environmental ProtectioireBtorate for Environmental Protection.
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the Government of the Republic of Serbia was atgdabdished, as well as the Fund
for Environmental Protection, as of the beginnih@@05.

3.12.7. Drafts or final versions dfocal Environmental Action Plans (LEAPS),
which should support local authorities in perforgitmeir duties and responsibilities
in the field of environmental protection, have be@nalized in 13 Serbian
municipalities. LEAP is being developed in six muipalitieswith financial support
from the Ministry of Science and Environmental Rodion, as well as in another
twenty municipalities with own financial resourcaad donor support. Numerous
seminars have also been organized to help raiskc@wareness in the Republic of
Serbia about environmental protection and susténdbvelopment. The campaign
Clean and Green Serbia is also under preparation.

3.12.8. Supported by the EAR, the Draft NationalvitBtnmental Action Plan
(NEAP), which presents the basic document for glasynmanaging and integrating
environmental protection over the next 10 years haen prepared and will be
submitted by the end of the year to the SerbiahaPaent for adoption.

3.12.9. Thepreparation of a number of action plansare expected by December
2006, including spatial planning and developmeat, grotection, water protection,

air and atmosphere protection, forest protectiargsgstem protection, protected
areas, chemical management, protection againsgtimgnand non-ionizing radiation,
protection against accidents, protection againgsen@nd vibrations, sustainable
energy management, information system developmagenelopment of scientific

research, education and training, and the developra@d implementation of

economic instruments.

3.12.10.Forthcoming challenges include:

= Setting up an independent Agency for EnvironmeRtakection, as an obligation
outlined in the EU Feasibility Study, to serve adragter-sector service in the area
of environmental protection.

= Effectively implementing a series of new pieceslagislation in the area of
environmental protection as well as of a numbethef already existing action
plans.

= Building the capacity of local-level administrateoor implementation of new
obligations in the area of environmental protectias stipulated by a set of new
laws adopted in December 2004.
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4. ANALYSIS OF BUDGET AND INTERNATIONAL
ASSISTANCE RESOURCES

The absence of a model for systematic monitoringhef allocation of resources
available to the Republic of Serbia based on progratic goals represents a main
obstacle for assessing the overall amount of resguallocated for poverty reduction
activities, either domestic or foreign. Overcomitigs problem, common to all

institutions of the Republic of Serbia, poses th@mthallenge in the forthcoming

period.

4.1. Analysis of budget resources allocated to pawe reduction-related
programs

4.1.1. For the purpose of this report, an effod haen made to estimate the level of
funds from the 2004 and 2005 Budgets of the RepudiliSerbia that were allocated
for the implementation of activities in public adnstration institutions, which are
directly or indirectly aimed at poverty reduction.

4.1.2. Several reasons do not allow for any explkcnclusions relating to the
resources allocated for achieving goals identifredhe Poverty Reduction Strategy
for Serbia.

4.1.3. The first reason relates to the dynamicshefbudget process itself. As the
Poverty Reduction Strategy in Serbia was adopteddiober 2003, at the end of the
budget preparation process for the following y@amras unable to affect the planning
of the allocation of these resources for the y&€®42 On the other hand, although the
PRS was included in the Budget Memorandum for 2@@pted in May 2004), the

activities of the public administration institutni.e. activities in individual sectors,

were not directly linked to the priorities defin@d the Strategy—which is not an

exception when compared to other programmatic decisn

4.1.4. Another obstacle in conducting the analisithe character of the budget of
the Republic of Serbia, a so-calléde type of budget which does not provide
insight into the link between identified programrogtriorities and the allocation of
budgetary resources. This kind of budget is chareed by the distribution of funds
according to budget beneficiarféqorganizational classification) and the type of
expenditur€’. The presentation of the distribution of budgetary finds in such a
manner does not allow for the possibility to cleast establish the link between
certain expenditures and their effect.

4.1.5. These reasons prevent the precise idenidicaf the category of expenditures
directed at poverty reductipor an estimation of the amounitallocations directed at
the implementation of the Poverty Reduction Stnafleg Serbia.

8 The distribution of funds according to budget bamafies represents therganizational budget
classification
® The distribution of funds according to the type efpenditure represents theconomic
classification.
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4.1.6.The line type budgetoffers the possibility of an indirect analysis undlee
assumption that certain state functf§nsontribute entirely to poverty reduction (for
instance social welfare, education, health cae).efaking this into account, and in
the absence of higher-quality data sources, a apew@thodology was developed in

order to identify the level of funds directed a¢ state functions whose activities can

indirectly influence poverty reductifh

4.1.7. The state functions that were included & dhalysis as those that directly or

indirectly contribute to poverty reduction are eooty, labor and employment; social
welfare and insurance; health and education.

4.1.8. Overall allocations directed at these statetions compared to total public
spending accounted for 67.7% in 2003, 70.3% in 2804 71.0% in 2005. These
proportions not only represent the allocationsafciivities that directly aim at poverty
reduction, but also include a multitude of othepenxditures linked to other activities
of Government institutions which cannot be showpesately.

Table4.1.a. Spent budget funds according to state functionshare in total public
spending)

State functions Budget funds
2003 2004 2005
Economy, labor and employment 9.5 9.2 9.3

General economic and commercial affairs and 2.6 2.0 2.2
related to the issue of labor
Agriculture, forestry, hunting and fishery 15 2.5 2.2
Transport 3.4 2.2 2.2
ICommunity development 0.1 0.1 0.1
National employment service 19 2.4 2.6

Social welfare and insurance 36.7 39.0 38.9
[lliness and disability 1.3 1.4 1,5
[Family and children 2.7 2.4 2,5
Social welfare for vulnerable populations 1.1 1.1 14
Social welfare not classified elsewhere 1.3 1.2
Pension and disability pension funds (P1O) 30.3 32.8 32.3
P10 for the employed 28.2 30.2 29.7
[P10 for farmers 0.9 1.5 1.6
[P10 for self-employed 1.1 1.1 1.1

Health care 135 14.5 14.4
[Health care not classified elsewhere 0.6 0.8 0.8
[RHIU 12.9 13.8 13.6
Education 7.9 7.5 8.3

[Pre-school and primary education 3.9 3.8 4.2
[Secondary school education 2.0 1.8 2.1
Two-year postecondary school and univers 1.2 1.2 1.3
education

% The IMF’s functional classification of state furmis according to the type of service that a

Government institution provides for citizens (econmo affairs, public services, social welfare, hiealt
care, public order and security, etc.).
8 See Annex 6.1
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IAuxiliary services in education 0.7 0.6 0.6

IEducation not classified elsewhere 0.1 0.1 0.1

TOTAL 67.6 70.2 69.9

Source: The Treasury System on budget executiotinéoprevious period, i.e. data on the planned
budgetary resources for the current fiscal year.

4.1.9. The large share of public spending in takl fof social welfare and insurance
(39%) and health care (14,5%) in 2004, comparethéoeconomy and education,
speaks in favor of the social rather than developgalecharacter of public spending
during the first years of transition in the Repaldf Serbia.

4.1.10. Changes in the structure of public spendiegplanned for the next medium-
term period (2006-2008). Instead of social welfarel health care, economy and
education should become the leading strategicdielthese two fields play a crucial
role in the long-term development of preconditiémspreventing the creation of new
poverty, but also in reducing the existing levepofrerty in Serbi¥.

4.1.11. The adoption of the programmatic budget @viable the possibility to define
in detail the implementation and monitoring of mams and projects within PRS
strategic fields, enabling as well the precise gméstion of planned and allocated
budgetary resources directed at the achieving gizdised in the PRS.

4.2. Realization of international assistance to thRepublic of Serbia

4.2.1. While many of bilateral and multilateral dos as well as international non-
governmental organizations present in Serbia stgpograms and projects in line
with the PRS objectives, the Republic of Serbiasdoet have the data that would
provide for an accurate report on internationalisé@sce allocated for poverty
reductiorf’. This applies both to the funding received for lputadministration
activities as well as non-governmental organization Serbia. Therefore, this
summary report refers to the overall internaticasgistance received by the Republic
of Serbia.

4.2.2. In the last three years, external financoagtributed significantly to the
economic growth rate; without it, the problems am sectors (energy, health, social
sector, refugee and IDP assistance) would have beesiderably worse. Efficient
use of donor assistance was achieved through cantinconsultations between the
donor community and the institutions of the Repuibh Serbia.

4.2.3. For the period 2000-2005, a total of EUR llBon in donor assistance was
allocated to Serbia. Out of that amount, approx@yaEUR 3.1 billion was used
during 2000-2004. In the course of 2005, the atiocaof an additional EUR 620
million is planned. The outstanding funds in théakoof approximately EUR 1.6
billion will be used within the programs that ararrently in various stages of
implementation.

82 Memorandum on the Budget and Fiscal and EcononlicyPaf the Government of the Republic of
Serbia for 2006, with projections for 2007 and 2008

8 The preparation of the PRSp in Serbia was finafgeseveral donors through the Fund for Poverty
Reduction Strategies administered by the World B@lalpanese and Dutch government grants). The
preparation was also supported by the UK Departroéiternational Development (DFID) and the
Danish and Norwegian governments.

57



4.2.4. 2004 marked the transition from a humarataio a development phase of
financing in international assistance and a corspleithdrawal of humanitarian
support is expected by 2006.

4.2.5. The overall amount of international assistais gradually decreasing, with a
steady decrease in the share of grants in relatidihe assistance approved in the
form of concessional credits.

Table 4.2.a.: Ratio of received grants and concessional credi(gy EUR million)

Grants % Conces_sional % Total
Credits
2000 187.21 100% - 0% 187.21
2001 592.864 69% 269.80 31% 862.66
2002 554.27 68% 261.28 32% 815.55
2003 354.12 55% 287.69 45% 641.81
2004 124.60 22% 431.26 78% 555.86
2005 72.94 12% 551.98 88% 624.92
TOTAL 1,886.00 51% 1,802.01 49% 3,688.01
Source: MIER

4.2.6. One weakness in the previous period wasutisatisfactory coordination of
international assistance, equally on the part ofode as well as on the part of the
Republic of Serbia.

In the forthcoming period, the following will be gfeatest importance:

a) Coordination and harmonization of internatioaasistance directly allocated for
achieving goals defined in the PRS.

b) Harmonization of resources intended for the am@ntation of the PRS using EU
resources allocated for the Republic of Serbia.

c) Further efforts linked to the harmonization ofernational assistance resources
with the budgetary resources allocated for the PRfementation.

4.2.7. In cooperation with the Development and Sidordination Unft* under the
Ministry of International Economic Relations, thevélopment of an international
assistance classification system has been plarmetbhitor expenditures related to
the implementation of the PRS objectives, withir tlxisting reporting system
(ISDACON)™.

8 The Development and Aid Coordination Unit (DACU)saestablished in November 2000 under the
Serbian Ministry of International Economic Relatiotts promote national priorities through close
cooperation with donors and development partners.

8 |SDACON - Inter-sectoral Development Assistancerdmation Network.
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5.CONSULTATIVE PROCESS—ACTIVITIES OF THE POVERTY
REDUCTION ADVISORY COMMITTEES

The Poverty Reduction Strategy Paper preparationgss represented the first time
that governmental, non-governmental and businest#utions and organizations in
Serbia, both on the national and local level, pgodited in a joint process of preparing
a national strategic document of the Republic ofblae What made the PRSp
preparation process unique was also the numberstifutions involved. In order to
make the consultation process as comprehensiveossbfe, seven representative
Advisory Committees were established: the ParliaargnCommittee for Poverty
Reduction in Serbia, the Civil Society Advisory Quoittee, the Local Self-
Governments Advisory Committee, the International’€opment Partners Advisory
Committee, the Trade Unions Advisory Committee, tBeisiness Advisory
Committee and the Inter-Ministerial Operational Asbry Committee.

The cooperation of a large number of partners @p#iing in the preparation of the
PRSp resulted in wide support for the PRS, andeitegnition as a genuine national
document.

When the PRS implementation process was initiateglas necessary to reconstitute
these Committees with the aim of monitoring the RR$lementation. In order to
achieve this, the Deputy Prime Minister's PovergdRction Strategy Implementation
Focal Point (DPM PRS IFP) has initiated the redtutgin of cooperation with the
Parliament Committee for Poverty Reduction, thellGGwciety Advisory Committee,
the Local Self-Governments Advisory Committee amel finternational Development
Partners Advisory Committee. In the ensuing pettoel DPM PRS IFP will support
the reconstitution of the Trade Unions Advisory Qoittee, Business Advisory
Committee and Inter-Ministerial Operational Advig@ommittee.

PARLIAMENTARY COMMITTEE FOR POVERTY REDUCTION IN SERBIA

5.1.1. The Parliamentary Committee for Poverty R&du in Serbia was established
on May 30, 2003, and became active on April 8, 200% Committee comprises 15
members from six parties represented in the Pagiim3 members—Democratic
Party of Serbia; 1 member—Serb Renewal Movementethbers—Serbian Socialist
Party; 5 members—Serbian Radical Party; 2 members7~3us and 2 members—
Democratic Party.

5.1.2. The Committee defines the participation led Parliament of Serbia in the
PRS implementation process; reviews drafts of lavtiser regulations and general
documents from the aspect of PRS implementatiomitoxs the budget preparation
and allocation process as related to the PRS ingi&tion; provides comments and
assessments regarding the PRS implementation arié wa the institutionalization
and participation of citizen representatives inRiRS decision-making process.

5.1.3. By June 2005, the Committee had 13 sesgmwos)joted the PRS among MPs
in the Parliament of Serbia and participated in erous meetings with institutions
and organizations that are taking part in the PRfplementation process. In
cooperation with the Organization for Security a@doperation in Europe, the
Committee is implementing a project on new legrgéatsolutions with the purpose of
reducing poverty among children in Serbia.
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5.1.4. In the past period the Committee establigioed! cooperation with the United
Nations Development Programme (UNDP), with whosepsut the Committee

organized a seminar on the implementation of PguReduction Strategy for Serbia
in November 2004. In June 2005 they organized dystisit to the Parliament of

Israel.

5.1.5. Following the initiative of the DPM PRS IF&hd the Parliamentary
Committee for Poverty Reduction in Serbia, UNDPM wibvide financial support for
an expert who will assist Serbian municipalitiesofled in April 2005 with drafting
project proposals for the economic developmentoafded areas.

5.1.6. In the ensuing period the Committee is glagmriio monitor and analyze the
effects of adopted laws and new legislative sohgidrom the aspect of poverty
reduction and prevention, expand cooperation withero committees within the

Parliament of Serbia, become acquainted with thpeeences of parliamentary
committees in other countries and organize a regioanference on the means for
fighting poverty.

CIviL SOCIETY ADVISORY COMMITTEE

5.1.7. Representatives of 11 NGOs, nominated byhitee largest networks of non-
governmental organizations in Serbia (Civic Initias, the Center for the
Development of the Non-Profit Sector and Networkrb@e Without Poverty),
participated in the PRSp preparation process thrdhg work of the Civil Society
Advisory Committee. The main goal of this Commitiseto improve the dialogue
between the government and non-governmental santbto enable the participation
of the civil sector in the development and impletaéon of strategic documents
related to poverty reduction. The Committee waaldshed in autumn 2002 and has
facilitated the involvement of around 250 non-gowveent organizations in Serbia in
the PRSp preparation process. During 2003, thel Sotiety Advisory Committee
was also active in local PRS initiatives, which kext toward establishing national
ownership of the Poverty Reduction Strategy.

5.1.8. One of the main qualities of this Commitieéhat its members represent poor
and vulnerable social groups, and that they armmedly distributed throughout the
whole of Serbia.

5.1.9. During 2004 the Civil Society Advisory Conttee continued to actively
promote the PRS as a national development docurtredanuary 2005 it organized
nine round tables86 on the territory of Serbia tonmte the PRS and mobilize all
actors toward an active approach in solving thélero of poverty, using the PRS as
a basis for their activities. As a result of thesend tables, the Civil Society Advisory
Committee published a brochure on opportunitiegtierparticipation of civil society
in poverty reduction in Serbia.

% In cooperation with the Deputy Prime Minister's®Rnplementation Focal Point and with financial
support from DFID.
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LOCAL SELF-GOVERNMENTS ADVISORY COMMITTEE

5.1.10. The Local Self-Governments Advisory Comeaticoordinates between the
Government of the Republic of Serbia and represigataof towns and municipalities
in the process of PRS preparation and implememtatibis Advisory Committee was
established with the support of the Committee owrig@oPolicy of the Standing
Conference of Towns and Municipalities (SCTM)Through the work of the Local
Self-Governments Advisory Committee, towns and ripailities in Serbia have been
given the opportunity to raise relevant questionsiluence changes in the attitudes
of the central government towards key issues indaidy activities of local self-
governments.

5.1.11. In January 2005, the SC¥Mpublished a brochure entitled “Poverty
Reduction Strategy—challenges and opportunitiethetlocal level.” This brochure
points to the most important elements of the nalidPRS document and proposes
activities that can be included in strategies atltital level. Within the Program for
Environmental Protection and Sustainable DevelopnmanSerbian Towns and
Municipalities, the SCTM has prepared the Strategy on Local Sudikin
Development. This document was introduced to tlgresentatives of towns and
municipalities of Serbia at the National Conferenoa Local Sustainable
Development on May 26, 2005. The recommendations baen integrated into this
document.

INTERNATIONAL DEVELOPMENT PARTNERS ADVISORY COMMITTEE

5.1.12. The International Development Partners salyi Committee, which gathers
multilateral and bilateral donors as well as ing&ional NGOs, participated actively
in the PRSp preparation process. After the adoptdnthe document, donor
organizations supported the integration of measame$saged by the PRS into their
respective plans, as well as the coordination eirtlactivities targeting poverty
reduction with the Deputy Prime Minister's PRS leplentation Focal Point and the
Ministry of International Economic Relations. Imational NGOs started to
coordinate their poverty reduction activities witle efforts of the Government of the
Republic of Serbia. Towards this end, internatioN&Os in Serbia have created a
database on their current and planned programschwiebntains PRS-related
programs of different international NGOs togethéthvtheir regional distribution in
Serbia. By ascertaining this information, bettegéding of support to sectors and
regions in Serbia where needs are the most coasilgeis enabled.

8" The Standing Conference of Towns and Municipal38TM) is a national association of local
authorities in Serbia. The Committee on Social Isgoae of the SCTM’s 10 line committees) deals
with issues of social policy and employment atltdeal government level.

8n cooperation with the Deputy Prime Minister's PR®lementation Focal Point and with financial
support from DFID.
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6. ANNEXES

6.1. Analysis of budgetary allocations: absolute aounts of expenditures
directed at the priority PRS- related areas

The budget of the Republic of Serbia and otherléegkauthority (the provincial and
local level), represent kne type of budgetaccording to the manner in which they
show the allocation of funds. It is characterizgdhe distribution of funds according
to budget beneficiari8® (organizational classification) and the type opexsé’
(economic classification). Reviewing the distrilomti of funds is united by the
functional classification, which is identical foiffdrent budget beneficiaries whose
activities, by their nature, belong to the sametestéunctiont® (functional
classification). For each budget beneficiary itwbhdhe expenditures according to the
type of expenses (salaries, material costs, thehpse of fixed assets and so on), i.e.
expenditures presented according to the economssicication.

The tables below represent expenditures accordinthe functional classification
from different type of sources — budgetary resasir@ed other sources of financing
(budget beneficiaries’ own incomes, donations asdwings).

8 The distribution of funds according to budget bamafies represents therganizational
classification of budget

% The distribution of funds according to the type efpenditure represents theconomic
classification

1 The IMF's functional classification of state furmris according to the type of service which a
Government institution provides for the citizengqeomic affairs, public services, social welfare,
health care, public order and security, etc.).
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Table 6.1.a.: Expenditures according to priority functions—budqgd resources

Budget resources (Currency USD)

2003 2004 2005
Function | Economy, Labor and Employment 853.520.125,50 960.833.323,66 1.037.232.325,02
General Economic and Commercial
410 Affairs and Labor Affairs 233.409.045,47 213.369.096,35 250.869.090,91
Agriculture, Forestry, Fishing and
420 Hunting 131.170.256,80 264.059.441,16 241.048.189,86
450 Transport 306.123.666,%4 227.355.242,90 242.565.953,34
620 Community Development 13.369.335,849 6.722.718,99 10.320.884,96
National Employment Service 169.447.820,80 249.326.824,25 292.428.205,95
Social Protection 3.299.302.625,62 4.065.670.311,51 4.338.761.078,04
010 lliness and Disability 113.008.095,8( 148.921.130,62 164.958.165,77
040 Family and Children 246.257.687,39 253.393.897,16 278.443.121,44
Social Welfare for Most Vulnerable
070 Groups 98.488.770,75 116.025.386,22 155.833.081,2¢
090 Social Welfare Unclassified Elsewhere 119.4588.30 125.971.54493 137.174.658,09
Pension and Disability Insurance
Funds 2.721.979.636,38 | 3.421.358.352,59 | 3.602.352.051,49
Of employees 2.539.823.927,73.150.017.300,4% 3.307.092.067,58
Of agricultural producers 83.517.439,02 161.028.153,7% 177.205.229,2§
Of the self-employed 98.638.269,60 110.312.898,39 118.054.754,63
Health Care 1.211.860.331,56 1.513.974.290,66 1.605.274.432,82
760 Health Care Unclassified Elsewhere 54.696.808,2 78.796.633,50 83.694.384,55
Republic Health Insurance Institute 1.157.163.623,27 | 1.435.177.657,16 | 1.521.580.048,27
Education 712.227.791,74 785.128.677,91 930.297.940,47
910 Preschool and Primary Education 353.724.2717,94393.483.115,84 468.082.783,59
920 Secondary Education 178.382.899,79 191.946.697,10 229.630.136,77
940 Higher and University Education 112.046.413,37 128.161.072,92 150.076.958,97
960 Additional Services to Education 59.364.368,32 65.633.260,23 71.989.557,52
980 Education unclassified elsewhere 8.709.832,32 5.904.531,83 10.518.503,67
Environment 9.090.244,4Q 6.624.618,55 9.757.827,84
510 Waste Management 397.781,61 263.738,77 457.988,74
Environmental Protection unclassified
560 elsewhere 8.692.462,79 6.360.879,78 9.299.839,10

Total

6.086.001.118,82

7.332.231.222,29

7.921.323.604,1
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Table 6.1.b.: Expenditures according to priority functions —othe sources
(own income, donations, domestic and foreign borroing; in USD)

Other sources

2003 2004 2005
Function | Economy, Labor and Employment 793.024.948,9p 272.454.854,47 377.398.364,14
410 General Economic and Commercial 255.714.304,2( 8.227.277,19 4.798.558,44
Affairs and Labor Affairs
420 Agriculture, Forestry, Fishing and 134.667.250,63 6.231.625,98 6.148.833,47
Hunting
450 Transport 389.014.004,63 257.476.146,92 365.804.150,07%
620 Community Development 13.629.389,46 519.804,37| 646.822,20
National Employment Service 0 0 0
Social Protection 580.277.633,93 8.695.905,35 10.157.181,24
010 lliness and Disability 113.008.095,80 0 0
040 Family and Children 246.257.687,89 72.156,31 160.901,05
070 Social Welfare for Most Vulnerable 99.728.008,69 7.913.941,25 4.411.131,34
Groups
090 Social Welfare Unclassified 121.283.842,06 709.807,80 5.585.148,83
Elsewhere
Pension and Disability Insurance 0 0 0
Funds
Of employees 0 0 0
Of agricultural producers 0 0 0
Of the self-employed 0 0 0
Health Care 56.547.832,36 4.503.287,51 54.002.221,24
760 Health Care Unclassified Elsewhere 56.547.83R,3 4.503.287,51 54.002.221,24
Republic Health Insurance Ingtitute
Education 712.227.791,74 2.771.995,58 209.612.967,59
910 Preschool and Primary Education 353.724.277,94  287.853,25 66.394.078,84
920 Secondary Education 178.382.899,79 28.871,93 34.845.100,54
940 Higher and University Education 112.046.413,37 0 83.843.732,9(
960 Additional Services to Education 59.364.368,32 0 20.822.622,69
980 Education unclassified elsewhere 8.709.832,32 2.455.270,4Q 3.707.432,53
Environment 9.090.244,40 1.151.706,55 3.055.195,09
510 Waste Management 397.781,61 0 0
560 Environmental Protection unclassified 8.692.462,79 1.151.706,55 3.055.195,09
elsewhere
Total 2.151.168.451,3% 289.577.749,44 654.225.929,24
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Table 6.1.c.: Expenditures according to priority functions — Ownincomes

Own incomes of budgetary recipients (Currency

UsSD)
2003 2004 2005
Function Economy, Labor and Employment 86.776.332,70 187.459.456,21 182.455.349,9¢

General Economic and Commercial

410 Affairs and Labor Affairs 128.947,21 0 707.964,60
Agriculture, Forestry, Fishing and

420 Hunting 3.496.993,83 6.231.625,98 6.148.833,47

450 Transport 82.890.338,09 180.708.025,86 174.951.729,64

620 Community Development 260.053,57 519.804,37 646.822,20
National Employment Service 0 0 0
Social Protection 2.947.632,56 2.927.263,02 6.752.019,31

010 lliness and Disability 0 0 0

040 Family and Children 0 72.156,31 160.901,05
Social Protection for Most Vulnerable

070 Groups 1.232.225,80 2.145.298,91 1.005.969,43
Social Protection Unclassified

090 Elsewhere 1.715.406,75 709.807,80 5.585.148,83
Pension and Disability Insurance
Funds 0 0 0
Of employees 0 0 0
Of agricultural producers 0 0 0
Of the self-employed D 0 0
Health Care 1.851.124,07 2.573.673,47 1.541.230,49

760 Health Care Unclassified Elsewhere 1.851.124,07 2.573.673,47 1.541.230,49
Republic Health Insurance Institute 0 0 0
Education 0 0| 102.410.876,91

910 Preschool and Primary Education 0 0 6.518.938,05

920 Secondary Education 0 0 7.125.374,09

940 Higher and University Education 0 0 71.137.827,84

960 Additional Services to Education 0 0 17.604.601,771

980 Education unclassified elsewhere 0 0 24.135,16
Environment 0 1.097.619,55 314.457,32

510 Waste Management 0 0 0
Environmental Protection unclassified

560 elsewhere 0 1.097.619,55 314.457,32)
Total 91.575.089,33 194.058.012,26 293.473.933,9¢
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Table 6.1.d.: Expenditures according to priority functions - Dorations

Donation resources (Currency USD)

2003 2004 2005
Function | Economy, Labor and Employment 22.176.311,5P 7.829.138,68 4.090.593,84

General Economic and Commercial

410 Affairs and Labor Affairs 22.176.311,52 7.720.564,82 4.090.593,84
Agriculture, Forestry, Fishing and

420 Hunting 0 0 0

450 Transport 0 108.573,86 0

620 Community Development 0 0 0
National Employment Service 0 0 0
Social Protection 7.012,13 5.768.642,33 3.405.161,91

010 lliness and Disability 0 0 0

040 Family and Children D 0 0
Social Protection for Most Vulnerable

070 Groups 7.012,13 5.768.642,33 3.405.161,91
Social Protection Unclassified

090 Elsewhere 0 0 0
Pension and Disability Insurance
Funds 0 0 0
Of employees 0 0 0
Of agricultural producers D 0
Of the self-employed D 0 0
Health Care 0 1.068.287,79 356.002,82)

760 Health Care Unclassified Elsewhere 0 1.068.287,79 356.002,82
Republic Health Insurance Institute 0 0 0
Education 0 1.224.296,02 99.028.237,04

910 Preschool and Primary Education 0 57.776.991,15

920 Secondary Education 0 0 27.381.834,21

940 Higher and University Education 0 0 12.554.384,55

960 Additional Services to Education 0 0 0

980 Education unclassified elsewhere 1.224.296,02 1.315.027,04
Environment 0 54.087,00 2.740.737,771

510 Waste Management 0 0 0
Environmental Protection unclassified

560 elsewhere 0 54.087,00 2.740.737,71
Total 22.183.323,65 15.944.451,83 109.620.733,3§
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Table 6.1.e.. Expenditures according to priority functions - Borowing

Domestic and foreign borrowing (Currency USD)

2003 2004 2005
Functio | Economy, Labor and
n Employment 684.072.304,70 77.166.259,57 190.852.420,3¢
General Economic and
Commercial Affairs and Labor
410 Affairs 233.409.045,47 506.712,37 0
Agriculture, Forestry, Fishing and
420 Hunting 131.170.256,80 0 0
450 Transport 306.123.666,54 76.659.547,20 190.852.420,3¢
620 Community Development 13.369.335,89 0 0
National Employment Service 0 0 0
Social Protection 577.322.989,24 0 0
010 lliness and Disability 113.008.095,8( 0 0
040 Family and Children 246.257.687,39 0 0
Social Welfare for Most
070 | Vulnerable Groups 98.488.770,75 0 0
Social Welfare Unclassified
090 Elsewhere 119.568.435,3( 0 0
Pension and Disability Insurance
Funds 0 0 0
Of employees 0 0 0
Of agricultural producers 0 0 0
Of the self-employed 0 0 0
Health Care 54.696.708,29 861.326,25 52.104.987,99
Health Care Unclassified
760 Elsewhere 54.696.708,29 861.326,25 52.104.987,99
Republic Health Insurance
Institute 0 0 0
Education 712.227.791,74 1.547.699,56 8.173.853,59
910 Preschool and Primary Education 353.724.27[7,94 287.853,25 2.098.149,64
920 Secondary Education 178.382.899,79 28.871,93 337.892,20
940 Higher and University Education 112.046.413,37 0 151.520,5]]
960 Additional Services to Education 59.364.368,32 0 3.218.020,92
980 Education unclassified elsewhere 8.709.832,321.230.974,38 2.368.270,3]
Environment 9.090.244,40 0 0
510 Waste Management 397.781,61 0 0
Environmental Protection
560 unclassified elsewhere 8.692.462,79 0 0

Total

2.037.410.038,37 79.575.285,39

251.131.261,84
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6.2 ANALYSIS OF THE STATUS OF PRS RELATED LAWS®

Table 6.2.a.: Adopted laws, envisaged by the Poverty Reductiorntr@tegy in

Serbia

Law

Relevant Ministry

Date of enforcement

Law on Mandatory Social
Insurance Contributions (PRS
envisages the Law on Mandatory
Social Insurance Contribution
Bases and Rates

Ministry of Finance

Official Gazette of the Repuhtif Serbia
No. 84/04 and 61/05

Law on Free Access to Public
Information

Ministry of Culture

Official Gazette of the Repitbf Serbia
No. 120/04

Law on Drugs and Medical Iltems

Ministry of Health

fidihl Gazette of the Republic of Serbia
No. 84/04

Bankruptcy Law

Ministry of Economy

Official Gazette of the Republic of Serbia
No. 84/04

Law on Registration of Commercial
Entitities

Serbian Agency for the
Development of Small and
Medium Sized Entreprises an
Entrepreneurship

Official Gazette of the Republic of Serbia
No. 55/04 and 61/05

Law on Value Added Tax

Ministry of Finance

Official Gazette of the Republic of Serbia
No. 84/04, 86/04 and 61/05

Law on Tourism

Ministry of Trade, Tourism
and Services

Official Gazette of the Republic of Serbia
No. 45/05

Law onEnergy

Ministry of Mining and Energy

Official Gazette of the Republic of Serbia
No. 84/04

Law on National Housing Credit
Corporation

Ministry of Finance

Official Gazette of the Republic of Serbia
No. 55/04

Law on Business and Enterpreneursh
Registration

iMinistry of Economy

Official Gazette of the Republic of Serbia
No. 55/04

Law on Electronic Signature
(envisaged as the Law on Electronic
Business Transactions and Digital
Signature + bylaws)

Ministry of Science and
Environmental Protection

Official Gazette of the Republic of Serbia
No. 135/04

Law on the Amendments to the Law ¢
the National Bank of Serbia

MMinistry of Finance

Official Gazette of the Republic of Serbia
No. 55/04

Law on the Republic of Serbia’s
Budget for 2004

Ministry of Finance

Official Gazette of the Republic of Serbia
No. 33/04 and 115/04

Law on the Level of Funding and the
Shares in Payroll Tax and Sales Tax
Municipalities and Towns and the City
of Belgrade for 2004

Ministry of Finance
by

Official Gazette of the Republic of Serbia
No. 33/04

Law on Insurance

Ministry of Finance

Official Gazette of the Republic of Serbia
No. 55/04, 70/04 and 61/05

Law on the Amendments and Additio
to the Law on Payment System

Ministry of Finance

Official Gazette of the Republic of Serbia
No. 43/04

Law on the Amendments and Additiof
to the Law on Excise

nsMinistry of Finance

Official Gazette of the Republic of Serbia
No. 43/04, 55/04, 135/04 and 46/05

Law on theAmendments and
Additions to the Law on the Rights
of Veterans, Military Invalids,
Civilian War Victims and their
Survivors

Ministry of Labor,
5 Employment and Social
Affairs

Official Gazette of the Republic of Serbia
No. 137/04

%2 The Annex was prepared in cooperation with thei&@agntary Committee for Poverty Reduction
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Law on the Amendments to the
Law on Publications (PRSp
envisages the Law on Publishing)

Ministry of Culture

Official Gazette of the Repithbdf Serbia
No. 135/04

Law on the Prevention of the
Conflict of Interest in Performance
of Public Functions

Ministry of Finance and
Economy was envisaged in
PRSp

Official Gazette of the Republic of Serbia
No. 43/04

Law on Forest Trees Reproductiv
Material

£

Ministry of Science and
Environmental Protection

Official Gazette of the Republic of Serbia
No. 135/04 and 8/05

Law on the Amendments to the
Law on Health Insurance

Ministry of Health

Official Gazette of the Repubb€ Serbia
No. 45/05

Law on Postal Services

Ministry of Capital
Investment

Official Gazette of the Republic of Serbia
No. 18/05

Serbian Investment and Export
Promotion Agency of the Republig
of Serbia was founded by the Law
on Ministries as a separate
organization (PRS envisages the
Law on Serbian Investment and
Export Promotion Agency-SIEPA)

Ministry of International
Economic Relations

Official Gazette of the Republic of Serbia
No. 84/04

Law on the Annulment of the Law|
on the Foundation of Public Air
Transport Company

Ministry of Capital
Investment

Official Gazette of the Republic of Serbia
No. 18/05

Law on Rail Ministry of Capital Official Gazette of the Republic of Serbia
Investment No. 18/05
Family Law Ministry of Labor, Official Gazette of the Republic of Serbia

Employment and Social
Affairs

No. 18/05

Law on Economic Societies

Official Gazette of the Rmublic of Serbia
No. 125/04

Law on the Amendments to the
Law on Social Protection and
Provision of Citizens’ Social
Security

Ministry of Labor,
Employment and Social
Affairs

Official Gazette of the Republic of Serbia
No. 84/04

Law on Prices

Ministry of Trade, Tourism
and Services

Official Gazette of the Republic of Serbia
No. 79/05

Law on Tertiary Education

Ministry of Education ang
Sport

Official Gazette of the Republic of Serbia
No. 76/05

Law on Consumer Protection

Ministry of Trade, TourignOfficial Gazette of the Republic of Serbia

and Services

No. 79/05

Law on Advertising

Ministry of Trade, Tourism
and Services

Official Gazette of the Republic of Serbia
No. 79/05

Law on Bank Rehabilitation
Agency

Ministry of Finance

Official Gazette No. 61/05

Law on Bankruptcy and
Liquidation of Banks and Insurang
Societies

e

Ministry of Finance

Official Gazette No. 61/05

Law on the Amendments and
Additions to the Law on Banks an
Other Financial Institutions

d

Ministry of Finance

Official Gazette No. 61/05

Law on Public Debt

Ministry of Finance

Official Gazge No. 61/05

Law on Amendments and
Additions to the Law on Passenger
Road Transfer

Official Gazette of the Republic of Serbia
No. 61/05

Law on Amendments and
Additions to the Law on Pledge on
Registered Movables

Official Gazette of the Republic of Serbia
No. 61/05

Law on the Protection of
Competition (Antimonopoly Law)

Ministry of Trade, Tourism
and Services

Official Gazette of the Republic of Serbia
No. 79/05
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Law on Amendments and
Additions on the Law on Financia
Leasing

National Bank of Serbia

Official Gazette of the Relic of Serbia
No. 61/05

Law on the Strategic
Environmental Impact Assessmer

Ministry of Science and
tEnvironmental Protection

Official Gazette of the Republic of Serbia
No. 135/04

Law on Reporting and Keeping
Record of Confiscated Property
(PRS envisages the Law on
Confiscated Land and Restitution
and Compensation )

Ministry of Finance

Official Gazette of the Repialif Serbia
No.45/05

Law on Political Parties Financing

Ministry of Firgan

Official Gazette of the Republic of Serbia
No. 72/03

Local Self-Governance
Infrastructure Development
Agency was established as a
separate organization in the Law
Ministries (PRS envisages the La
on Local Self-Governance
Infrastructure Development
Agency)

DN

Official Gazette of the Republic of Serbia
N0.19/04 and 84/04

Law on Public Administration

Republic Secretariat fo
Legislation

Official Gazette of the Republic of Serbia
No. 79/05

Law on Civil Servants

Republic Secretariat for
Legislation

Official Gazette of the Republic of Serbia
No. 79/05

Law on Ombudsman

Ministry of Public
Administration and Local
Self-Government

Official Gazette of the Republic of Serbia
No. 79/05

Table 6.2.b.: PRS related draft laws that are in the Parliamentay procedure

Law

Relevant Ministry

Date of the beginning of the Parliament
procedure

Law on Health and Safety
Regulations at Work

Ministry of Labor,
Employment and Social
Affairs

Draft Law in the Parliament procedure sing
December 24, 2004

Law on Health Protection

Ministry of Health

Draft Lamvthe Parliament procedure sinc
May 20, 2005 (adoption envisaged for the
second half 2003)

D

Law on Public Skiing Venues

Ministry of Trade, Tourism
and Services

Draft Law in the Parliament procedure sing
January 11, 2005 (adoption envisaged for
middle of 2003)

[}

the

Law on Roads

Ministry of Transport and
Telecommunication

Draft Law in the Parliament procedure sing
February 18, 2005 (adoption envisaged fof
the middle of 2003)

[0}

Anti Money Laundering Law

Ministry of Finance

Drafaw in the Parliament procedure sinc
November 29, 2004 (adoption envisaged f
September 2003)

Dr

Law on Amendments and
Additions to the Customs Law

Ministry of Finance

Draft Law in the Parliament pedcire since
June 2, 2005

Law on Prevention of Doping in
Sport

Ministry of Education and
Sport

Draft Law in the Parliament procedure sing
November 19, 2005

Law on the Amendments and
Additions to the Law on Artistic

and Other Activities in the Area of]

Culture

Ministry of Culture

Draft Law in the Parliament pgexdure since
March, 24, 2005 (Draft Law was submitted
to the Parliament on November 15, 2002)

Law on the Amendments to the
Law on Misdemeanour Penalties

Ministry of Justice

Draft Law in the Parliament pedare since
January 31, 2005 (planned for the second

half of 2003)
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Draft Law on Amendments and Draft Law in the Parliament procedure singe
Additions to the Law on the February 16, 2005

Registration of Commercial

Entities

Draft Law on Medial Workers’ Draft Law in the Parliament procedure singe
Chambers May 20, 2005

Draft Law on Substances that are Draft Law in the Parliament procedure singe

used in lllegal Production of
Narcotics and Psychotropic
Substances

May 20, 2005

Law on Goods and Services Mark
Inspection

eMinistry of Trade, Tourism
and Services

Draft Law in the Parliament procedure singe
July 22, 2005

Law on Veterinary Medicine

Ministry of Agriculture,
Forestry and Water
Management

Draft Law in the Parliament procedure singe
July 22, 2005

Law on the Amendments and
Additions to the Law on
Employment and Unemployment

Ministry of Labor,
Employment and Social
Affairs

Insurance

Draft Law in the Parliament procedure singe
July 22, 2005

Table 6.2.c.: Laws envisaged by the PRS that are in the preparain process

Law

Relevant ministry

Law status

Law on Foreign Trade

Ministry of International
Economic Relations

In the preparation phase

Law on Special Anticorruption
Institution

Ministry of Justice (instead
of the envisaged Ministry of
Finance and Economy)

In the preparation phase

Law on Trade

Ministry of Trade, Tourism
and Services

On a public debate (planned for the end of
2003)

Law on Sports

Ministry of Education and
Sport

Draft has been prepared

Law on Waste Management

Ministry of Science and
Environmental Protection

Draft has been prepared

Law on Professional Associations
(Chambers)

Ministry of Health

In the preparation phase

Law on Protection against Non-
lonic Radiation

Ministry of Science and
Environmental Protection

In the preparation phase

Law on Fisheries

Ministry of Science and
Environmental Protection

Draft has been prepared

Geology Law

Ministry of Science and
Environmental Protection

In the preparation phase

Law on Preprimary Education

Ministry of Education and

Sport

In the preparation phase (envisaged for mi
2003)

Law on Student Associations

Ministry of Educationd an
Sport

In the preparation phase (envisaged for mi
2003)

Law on Voluntary Pension and

Disability Insurance

Ministry of Social Affairs

In the preparation phaseloption envisaged
until the end of 2003)
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Table 6.2.d.: Other laws envisaged by the PRS

Law Relevant ministry Envisaged adoption period
Law on Administrative Ministry of Public
Proceedings Administration and Local

Self-Government

Law on Administrative Procedure Ministry of Public
Administration and Local
Self-Government

Law on Citizen Associations Ministry of Public
Administration and Local
Self-Government

Law on Public Defence

Law on Judicial Budget

Law on Non-Governmental Draft Law has been prepared. On a public
Organizations debate.

Law on Conditions for Employing
a Foreign Citizen

Law on Trade Societies

Law on Contributions

Law on Underdeveloped Regions

Law on Resources for Stimulating
the Development of
Underdeveloped Regions

Law on Gender Equality In Parliamentary procedure September
2005

Anti Discrimination Law On a public debate

Law on Mortgage Ministry of International | Adoption envisaged by the end of 2003

Economic Relations

Law on Passenger Road Transport  Ministry of Transggomit | Adoption envisaged by the end of 2003
Telecommunications

Law on International Trade Ministry of International | Adoption envisaged by the end of 2003
Arbitration Economic Relations

Law on Transport and Road Safety = Ministry of Transpad | Adoption envisaged by the end of 2003
Telecommunications

Law on Cargo Road Transport Ministry of Transport andAdoption envisaged by the end of 2003
Telecommunications

Law on Hazardous Substances | Ministry of Transport and | Adoption envisaged by the end of 2003
Transport Telecommunications

Law on Internal Navigation Ministry of Transport and Adoption envisaged by the end of 2003
Telecommunications

Law on Physical and Technical | Ministry of Internal Affairs | Adoption envisaged liye end of 2003 (in

Security the Parliament procedure)
Law on Amendments and Ministry of Mining and Adoption envisaged by the end of 2003
Additions to the Law on Mining Energy
Law on Sanitary Inspection Ministry of Health
Law on the RS Aviation Ministry of Transport and | Preparation being finalized during Septemb
Telecommunications 2003
Law on Agriculture Ministry of Agriculture,
Forestry and Water
Management
Law on Amendments and Ministry of Education and
Additions to the Law on Primary | Sport
Education
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Law on Amendments and

Ministry of Education and

Additions to the Law on SecondafySport

Education
Law on Privatization in Sport Ministry of Education and | Adoption envisaged by the end of 2003
Industry Sport

Law on Police

Ministry of Internal Affairs

Being preared during 2003

Law on Police Education
Institutions

Ministry of Internal Affairs

Preparation being fiimed during Septembe
2003

Law on Social Protection System

Ministry for the teotion
of Natural Resources and
Environment

Government of the Republic of Serbia
adopted the Draft Law on May 15, 2002

Law on Academic Research

Ministry of Science,
Technology and Developmen

t

Adoption envisaged by the end of 2003

Law on Innovation System

Ministry of Science,
Technology and Developmen

t

Adoption envisaged by the end of 2003

Law on Amendments and
Additions to the Law on Foreign
Currency Transactions

Ministry of Finance and
Economy

Proposal submitted to the Parliament in
September 2003

Law on Biomedical Artificial
Insemination

Ministry of Health

Draft Law submitted to the Govarent of
the Republic of Serbia at the end of 2003

Law on Harvesting and
Transplatation of Human Organs

Ministry of Health

Draft Law submitted to the Govarent of
the Republic of Serbia at the end of 2003

Law on Health Safety of Food
Products and General Goods

Ministry of Health

Law on Records, Development ar
Maintenance of Memorial Cities
and Serbian Veteran Cemeteries
the Country and Abroad and
Foreign Soldiers Cemetaries in th
Territory of the Republic of Serbia

dMinistry of Labour,
Employment and Social
nAffairs

D

Law on the Protection of the
Family Members of the Military
Service Conscripts

Ministry of Labour,
Employment and Social
Affairs

Law on Cultural Heritage

Ministry of Culture and
Public Information

Draft Law developed during 2003

Law on Cinematography/ Law on
Cinematography Fund

Ministry of Culture and
Public Information

Adoption envisaged by the end of 2003

Law on Libraries

Ministry of Culture and
Public Information

Law on Inspection Supervision an
Administrative Inspection

dMinistry of Public
Administration and Local
Self-Government

Law on Spas

Ministry of Trade, Tourism
and Services

Adoption envisaged by the end of 2003

Law on Amendments and
Additions to the Law on Terms an
Conditions of Approving Rights
and Restituting Land Transferred
Social Ownership on the Basis of
Agricultural Land Fund and
Confiscated on the Basis of
Unfulfilled Obligations of
Mandatory Buyout of Agricultural
Production

Ministry of Finance and
dEconomy

n

Draft Law developed during 2003

Law on Agency for Rural
Development

Ministry of Agriculture,
Forestry and Water
Management

Law on Agency for Serbian

Ministry of Science,

Academic Computer Network

t

Technology and Developmer

Adoption envisaged by the end of 2003
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Law on Rehabilitation of Political
Convicts and Prisoners

Ministry of Justice

Adoption envisaged by the eh@@03

Law on Terms and Conditions for
Performance of Court Expertise

Ministry of Justice

Adoption envisaged by the eh@@03

Law on Narcotic Precursors

Ministry of Health

Adaoptienvisaged by the end of 2003

Law on the Production and TradingMinistry of Health

of Narcotics

Adoption envisaged by the end2603

Table 6.2.e.: Laws that are not envisaged by the PRS, but haveebn recognized
by the line ministries of the Republic of Serbia aselevant for the PRS

Law

Relevant Ministry

Status of the Law

Law on Environmental Protection

Ministry of Science and
Environmental Protection

Official Gazette of the Republic of Serbia No
135/04

Law on the Strategic

Ministry of Science and

Environmental Impact AssessmentEnvironmental Protection

Official Gazette of the Republic of Serbia No
135/04

Law on Integrated Pollution,
Prevention and Control

Ministry of Science and
Environmental Protection

Official Gazette of the Republic of Serbia No
135/04

Law on Amendments to the Law
on Local Self-Government

Official Gazette of the Republic of Serbia No
33/04

Law on the Amendments and
Additions to the Law on Local
Self-Government

Official Gazette of the Republic of Serbia No
135/04

Law on Amendments and
Additions to the Law on Public
Income and Expenditures

Official Gazette of the Republic of Serbia No
33/04

Law on Regulating Duties of the
Republic of Serbia regarding the
Borrowings for Economic
Development

Official Gazette of the Republic of Serbia No
43/04

Law on Amendments and

Additions to the Law on Guarantge

Fund

Official Gazette of the Republic of Serbia No
43/04 and 61/05

Law on Amendments to the Law
on Taxes for Using, Keeping and
Carrying Goods

Official Gazette of the Republic of Serbia No
43/04 and 132/04

Law on Addition to the Law on
Securities and Other Financial
Instruments Markets

Official Gazette of the Republic of Serbia No
55/04 and 45/05

Law on Amendments and
Additions to the Law on Public
Procurement

Official Gazette of the Republic of Serbia No
55/04

Law on Amendments and
Additions to the Law on Tax
Procedure and Tax Administration

Official Gazette of the Republic of Serbia No
55/04 and 61/05

Law on the Serbian Business
Registration Agency

Official Gazette of the Republic of Serbia No
55/04

Law on Amendments and
Additions to the Law on Sales Tax

Official Gazette of the Republic of Serbia No
84/04

Law on Amendments and
Additions to the Law on Corporate
Income Tax

Official Gazette of the Republic of Serbia No
84/04

Law on Games of Chance

Official Gazette of the Refilic of Serbia No.
84/04

Law on Amendments and
Additions to the Law on

Official Gazette of the Republic of Serbia No
42/02u 97/04
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Broadcasting

Law on Mediation in Labour -
Related Disputes

Ministry of Labor,
Employment and Social
Affairs

Official Gazette of the Republic of Serbia No
125/04

Law on the Budget of the Republ
of Serbia for 2005

C

Official Gazette of the Republic of Serbia No
127/04

Law on the Citizenship of the
Republic of Serbia

Official Gazette of the Republic of Serbia No
135/04

Law on Amendments and
Additions to the Law on Income
Tax

Official Gazette of the Republic of Serbia No
135/04

Law on Amendments and
Additions to the Law on Property
Tax

Official Gazette of the Republic of Serbia No
135/04

Law on Fiscal Cash Registers

Official Gazette of th Republic of Serbia No.
135/04

Law on Fulfilling the Duties of the
Republic of Serbia towards the
National Bank

Official Gazette of the Republic of Serbia No
135/04

Law on Non-life Insurance
Premium Tax

Official Gazette of the Republic of Serbia No
135/04

Law on the Distribution of
Transfer Resources from the
Budget of the RS and the Shar#
Towns and the City of Belgrade i
the Payroll Tax in 2005

N

Official Gazette of the Republic of Serbia No
135/04

Law on Amendments to the Law
on the Privatization Agency

Official Gazette of the Republic of Serbia No
135/04

Framework Law on Education
System

Official Gazette of the Republic of Serbia No
62/03

Law on Amendments and
Additions to the Framework Law
on Education System

Official Gazette of the Republic of Serbia No
58/04

Law on Amendments and
Additions to the Law on Criminal
Procedure

Ministry of Justice

Official Gazette of the Repuhdif Serbia No.
58/04

Law on Civil Proceedings

Ministry of Justice

Official Gazette of the Repuhdif Serbia No.
125/04

Law on Extra-Judicial Proceeding

Official Gazette bthe Republic of Serbia No.
18/05

Law on Mediation

Ministry of Justice

Official Gazestof the Republic of Serbia No.
18/05

Law on Executive Procedure

Ministry of Justice

Qfficcazette of the Republic of Serbia No
125/04

Law on Agency for Licencing of
Bancruptcy Trustees

Ministry of Justice

Official Gazette of the Repuhiif Serbia No.
84/04

Law on Prosecutor's Office

Ministry of Justice

Official Gazette of the Repuhiif Serbia No.
51/04

Court Organisation Bill

Ministry of Justice

Official Gazette of the Repuhdif Serbia No.
29/04

Law on Public Agencies

Serbian Agency for the

Development of Small an
Medium Sized Entreprises
and Entrepreneurship

Official Gazette of the Republic of Serbia No

i 18/05

Law on Amendments and
Additions to the Law on Financial
Transactions Tax

Ministry of Finance

Official Gazette of the Repuhdif Serbia No.
43/04

Law on the Cessation of the Law
on Income Fund Tax

Ministry of Finance

Official Gazette of the Reputhtif Serbia No.
33/04
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Law on the Amendments to the
Law on the Action Plan of Serbia
and Montenegro for the
Harmonization of Economic

Ministry of International
Economic Relations

Systems of Member States in order

to Prevent and Remove Obstacle
to Unimpeded Flow of People,
Merchandise, Services and Capit

Official Gazette of the Republic of Serbia No
18/05

Law on Amendments and
Additions to the Law on
Privatization

Privatization Agency

Official Gazette of the Repalulf Serbia No.
45/05

Labour Law

Ministry of Labor,
Employment and Social
Affairs

Official Gazette of the Republic of Serbia No
24/05 and 61/05

Law on Socio-Economic Council

Ministry of Labor,
Employment and Social
Affairs

Official Gazette of the Republic of Serbia No
125/04

Competitiveness Law

Ministry of International
Economic Relations

Law Proposal in the Parliamentary procedure
since May 30, 2005

Law on Red Cross

Ministry of Health

Law Proposal imé Parliamentary procedure
since May 6, 2005

Law on Precursors

Ministry of Health

Law Proposal ppared

Law on Insufficiently Developed
Regions

Republic Development
Bureau

Draft prepared

Law on Protection against Non- | Ministry of Science and Draft prepared
ionic Radiation and Nuclear SafefyEnvironmental Protection
Law on Chemicals Ministry of Science and Draft prepared

Environmental Protection

Law on Legal Assistance

Ministry of Justice

In thegaration phase

Law on Public Notaries

Ministry of Justice

In the PBament procedure

Social Residence Law

Ministry of Capital

In the preparation phase

Investment
Law on Amendments and Ministry of Capital In the preparation phase
Additions to the Planning and Investment

Constructing Law

Arbitration Law

Ministry of International
Economic Relations

In the preparation phase

Law on Industrial Parks

Ministry of International
Economic Relations

In the preparation phase

Law on Even Regional
Development

Republic Development
Bureau

In the preparation phase

Refugees Law

Comissariat for Refugees
of the Republic of Serbia

In the preparation phase

Strike Law

Ministry of Labor,
Employment and Social
Affairs

In the preparation phase

Law on the Protection of Citizens

of the Republic of Serbia Working

Abroad

Ministry of Labor,
Employment and Social
Affairs

In the preparation phase

Law on Employing Disabled
Persons

Ministry of Labor,
Employment and Social
Affairs

In the preparation phase

Law on Record Keeping within th
Field of Labor and Employment

e Ministry of Labor,
Employment and Social
Affairs

In the preparation phase

Antidiscrimination Law against
Disabled Persons

Ministry of Labor,
Employment and Social
Affairs

In the preparation phase
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Law on Package and Package
Waste Material

Ministry of Science and
Environmental Protection

In the preparation phase

Law on Nature Protection

Ministry of Science and
Environmental Protection

In the preparation phase

Law on Air Protection

Ministry of Science and
Environmental Protection

In the preparation phase

Law on Schoolbooks and Other
Teaching Equipment and

Ministry of Education and
Sport

In the preparation phase

Methodology

Law on Pupil and Student Standgrd Ministry of Ediocaand

In the preparation phase
Sport

Law on Financing Water
Management

Ministry of Agriculture,
Forestry and Water
Management

In the preparation phase

Standardization Law

Ministry of Trade, Tourism
and Services

Law on Unions and Employers

Society

Ministry of Labor,
Employment and Social
Affairs

In the preparation phase

6.3. GOVERNMENT INSTITUTIONS WHOSE REPORTS HAVE BEE N
INTEGRATED INTO THE POVERTY REDUCTION STRATEGY
IMPLEMENTATION PROGRESS REPORT

1.

11.
12.

13.

14.
15.

16.

17.

Ministry of Education and Sport, Poverty Reductigtrategy Implementation Report,
Belgrade 2005

Ministry of Science and Environmental
Implementation Report, Belgrade 2005
Ministry of Labor, Employment and Social Affairs,oferty Reduction Strategy
Implementation Report, Belgrade 2005

Ministry of Health, Poverty Reduction Strategy leplentation Report, Belgrade 2005
Ministry of Agriculture, Forestry and Water Managam, Poverty Reduction Strategy
Implementation Report, Belgrade 2005

Ministry of Trade, Tourism and Services, Povertyd&®aion Strategy Implementation
Report, Belgrade 2005

Ministry of Capital Investment, Poverty Reductiotrafegy Implementation Report,
Belgrade 2005

Ministry of International Economic
Implementation Report, Belgrade 2005
Ministry of Finance, Poverty Reduction Strategy lempentation Report, Belgrade 2005

Protectionpv@ty Reduction Strategy

Relations, Payer Reduction Strategy

. Ministry of Public Administration and Local Self-@&rnment, Poverty Reduction

Strategy Implementation Report, Belgrade 2005

Ministry of Justice, Poverty Reduction Strategy lempentation Report, Belgrade 2005
National Bank of Serbia, Poverty Reduction Stratégplementation Report, Belgrade
2005

Serbian Agency for the Development of Small and Medsized Enterprises and
Entrepreneurship, Poverty Reduction Strategy Implaation Report, Belgrade 2005
Privatization Agency, Poverty Reduction Strategpliementation Report, Belgrade 2005
Serbian Investment and Export Promotion Agency, eRgv Reduction Strategy
Implementation Report, Belgrade 2005

Republic Development Bureau, Poverty Reduction t&gsa Implementation Report,
Belgrade 2005

Commissariat for Refugees of the Republic of Serlfaverty Reduction Strategy
Implementation Report, Belgrade 2005
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18.

19.

Serbian European Integration Office, Poverty ReducBtrategy Implementation Report,
Belgrade 2005

Standing Conference on Towns and Municipalities,vePly Reduction Strategy
Implementation Report, Belgrade 2005
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Introduction

The Government of the Republic of Montenegro adopted the Development and Poverty Reduction
Strategy in November 2003. The preparatory work on Strategy development started in May 2002
when the Government of Montenegro adopted the Interim Poverty Reduction Strategy in July 2002.
Apart from the government officials, a wide range of stakeholders took part into the drafting
process including NGOs, trade unions, academics, and donors. The Development and Poverty
Reduction Strategy was adopted for the period 2003-2006.

In May 2002, the Government of the Republic of Montenegro adopted a strategic country
development agenda called The Economic Reform Agenda in Montenegro 2002-2007. The
Economic Reform Agenda and the Development and Poverty Reduction Strategy are completely
complementary documents.

A strong emphasis in the Economic Reform Agenda is given to economic reform, based on
sustainable macroeconomic stability and rapid growth of private sector, while in the Development
and Poverty Reduction Strategy development of the country is parallel with poverty reduction. For
that reason, the priorities set in the Economic Reform Agenda were taken into account during the
preparation of the Strategy, while poverty reduction priorities were especially treated in the fields of
social protection, health and education.

Work on the Development and Poverty Reduction Strategy has built the capacities of government
institutions in charge for strategic planning. In addition, the partnership with NGO sector, which
showed a great interest to participate in strategy drafting process, was developed. This partnership
made a good framework for preparation of strategic documents, which in perspective should be
prepared in the same way and thus reflect the priority of the whole society.

Donors also took part in preparation of the Strategy. Support for preparatory process itself was
obtained by WB, DFID and UNDP. The implementation of the Strategy will be supported by the
share of domestic resources, but also it will be necessary to provide international assistance. The
Board of the World Bank and International Monetary Fund discussed the Development and Poverty
Reduction Strategy and it was assessed as a good basis for encouraging economic growth and
poverty reduction in Montenegro.

In November 2003 the Development and Poverty Reduction Strategy was presented to the Donor
Conference in Bruxelles, where international donors promised to provide a part of the funds for
implementation of the Development and Poverty Reduction Strategy in Montenegro.

Regional experiences played an important role in the drafting process. Considering that
Montenegro tends to EU membership, special emphasis was put on regional development and so
as to priority actions for rapid integration into European Union.
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1.1 Living Standards and Poverty in Montenegro in 2004

The Poverty Assessment for Montenegro was produced in 2003 and used data from two rounds
of 2002 ISSP' household surveys. Together with this source, a focused survey of the poorest
strata conducted by ISSP in 2003 (with UNDP support) was used to produce poverty diagnostics
for PRSP.2

The newest and the latest data on poverty in Montenegro can be obtained from the 2004
ISSP survey supported by the World Bank. ISSP 2004 survey was implemented in April, only
four months after the start of the implementation of PRSP. There is no way how changes induced
by PRSP could be reflected in that data set.

The 2004 ISSP survey confirmed and validated the poverty diagnostics on which PRSP is
based. It proved that all major diagnostics on which the PRSP action plan is based are correct:

e Absolute poverty in Montenegro affects a relatively small percentage of the population
(between 8.4 and 13.6 percent), with the poor concentrated in Center and North and in
rural areas;

e There are some groups which are extremely poor and socially excluded, for these groups
poverty is severe and multi-dimensional, spanning housing, access to and quality of
education, and health (Roma, IDPs, some rural poor);

e A significant fraction of the population is vulnerable to poverty, regardless of how many
people are poor in a given period of time, many more are subject to shocks that will make
them poor. One source of such shocks and uncertainty are unreformed systems of public
service provision.

Poverty reduction strategy targets these various facets of poverty:

o Focuses on economic growth through private sector development to reduce the
number of people close to poverty line (vulnerable to poverty);

o Reforms of the social sectors to provide safety nets for the poor, vulnerable and at
the same time reduce risks coming from poorly functioning infrastructure, health
and education;

o Addresses pockets of severe poverty and social exclusion of marginalized groups.

Comparing data from 2002, 2003 and 2004 surveys is difficult. However, one can nevertheless
observe that poverty remained stable in Montenegro between 2002, 2003 and 2004. The lack of
progress in reducing poverty is not surprising given that in the period 2002-2003:
e The economic growth remained anemic, about 2.5 percent per year. Such low rates of
growth are shown to have minimum impact on poverty.?

" ISSP — The Institute for Strategic Studies and Prognosis, www.isspm.org

? Radevic D. and Beegle K. (2003) Living Standards and Poverty in Montenegro. Background

paper for Serbia and Montenegro: Poverty Assessment. ISSP and The World Bank, June, 2003 and ISSP-

UNDP (2003). Household Survey of Roma, Ashkaelia and Egyptians, Refugees and IDPs in Montenegro.

Podgorica, 2003.

3 Alam A., Murthi M., Yemtsov R et al. Growth, Poverty and Inequality in Eastern Europe and the Former
Soviet Union. World Bank, 2005. Available for download: www.worldbank.org/eca/ecapovertyreport.



e Priori the adoption of PRSP the Government policies were not intentionally pro-poor and
were not targeted to the poor.

The new ISSP data containing panel component (same household re-interviewed in 2002-03 and
2004 surveys) reveled that chronic and extreme poverty outside the group of socially
excluded (such as Roma and IDPs) is minimal with only a negligible share (about one percent) of
non-Roma and non-IDP household staying chronically poor between 2002 and 2004. Economic
vulnerability, i.e. elevated risk to become poor, on the other hand, is by far the largest social
problem, and affects about one third of the population. Vulnerability to poverty, especially among
farmers and families outside the regular employment remained large throughout this period.

1.2 How many poor?

In the period between two households’ data collection4, no changes are reflected in the overall
poverty figures. Between 8.4 and 13.6 percent (with best approximation of 10.9%) of the
population live in absolute material poverty. Poverty pockets exist among subpopulations like
Roma (48%) and recipients of social assistance (39.3%). It is confirmed that one third of the
population can be classified as economically vulnerable, living below 150% of the poverty
threshold. Thus, vulnerability to poverty, especially among farmers and families outside the regular
employment remains significant.

Chronic and extreme poverty outside the group of socially excluded is minimal with
negligible share (about one percent) of non-Roma and non-IDP household staying chronically poor
between 2002 and 2004.

Stability of poverty is due to limited changes in the employment situation, concentration of
gains among those already employed, and to the increased gap between those with jobs
and those without. As expected, employment status is associated with poverty risk. However,
poverty profile by employment status has not changed, suggesting that households headed by
those who are non-working, non-retired have the highest risk of poverty, while having a household
head employed is associated with lower poverty. The position of pensioners remained stable
(poverty risk around average).

Social protection net (including pensions) is wide but analysis shows that poor are not well
covered (only 20 percent of the poor receive targeted benefits).

Regional differences remain large and are changing, despite overall stability of poverty.
North continues to have higher poverty rate, although it has somewhat receded by 2004. South,
initially the richest region, has benefited most from the economic growth with poverty falling to
almost zero by 2004.

Inequality, as measured by Gini index for consumption per capita is estimated at 0.28, suggesting
that overall the distribution has hardly changed compared to 2002 or 2003. But as reflected is the

* July 2003 when Household Survey of Roma, Ashkaelia and Egyptians, Refugees and Internally Displaced
Persons was undertaken, and May 2004 when last survey round occurred.



poverty gap and poverty severity the gap between the poor and the rest of the population did not
change, reflecting negative distributional changes for the poor.

1.3  Material Poverty in Montenegro

As a multidimensional concept encompassing various aspects of well-being, poverty in practice
cannot be explained with single indicator that captures all of its dimensions. Material well-being is
measured based on the consumption poverty, while additional indicators are calculated using the
best practice in explaining living standards of a population. The consumption indicator is compared
to a poverty threshold which is a minimum living standards (in Euros) calculated based on the
actual consumption patterns and minimum caloric needs, applying methodologies based on
international best-practices, making the results internationally comparable. This analysis is not fully
comparable to so far existed since differences in preparing and conducting the survey influence the
results. However, it offers an updated poverty profile and the most detailed set of both material and
non-material living standard indicators.

Table 1 represents results as they are from various sources of data for the period 2002-2004.

Table 1: Poverty Rates in Montenegro

2002 data (rounds 5 and 6 of ISSP survey)*

Poverty rate: Head Count 9.4
(7.5-11.3)

Poverty gap 1.3

Severity of Poverty 0.3

2003 ISSP household survey

Poverty rate: Head Count 12.2*
(6.8-17.6)

2004 ISSP household survey

Poverty rate: Head Count 10.9
(8.4-13.6)

Poverty gap 2.1

Severity of Poverty 0.7

Source: Radevic and Beegle (2003) ISSP Household Survey 5 and 6, ISSP&UNDP report “Household Survey on RAE,
refugees and internally displaced persons”, 2003 for 2003 data and Staff estimates using 2004 data; 95% confidence
intervals provided for poverty rates in brackets

* Note: 2002 data are not fully representative of the population for the reasons mentioned.

Despite difference across results and variants of methods used, all estimates show a remarkable
consistency in terms of poverty profile, its statistical precision (lack of thereof) and its dynamics
over time. They are also broadly consistent with the structure of poverty revealed by the Poverty
Assessment.

One of the conclusions of the poverty assessment in Montenegro is that significant share of
population is vulnerable to the smallest either positive or negative shocks. Economic vulnerability
between 2003 and 2004 has been reduced marginally confirming that one third of the population is
highly sensitive to what is going on in the economic scene of the country. However, vulnerability to
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poverty, especially among farmers and families outside the regular employment remains
significant.

Regarding other dimensions of poverty, it is important to assess the result of the panel experiment
which consisted of tracing the evolution of living standards of 100 households from the 2002/03
surveys to 2004. It is important to note that since there was a bias in the pre-2004 ISSP survey
samples towards the middle class, the panel will assess the dynamics of living standards for such
group. Indeed, out of 100 households only one remained poor in both rounds, while 7 household
which were poor in 2002 moved out of poverty, and 5 originally non-poor households fell in poverty.
Thus, for the small panel sub group, there was some reduction in the overall poverty and clearly
only a minimal risk of chronic poverty. But this sample is too small to allow for any precise
assessment of the extent of vulnerability and chronic poverty as well as their profile.

Non-monetary poverty indicators are adding important flavor to the poverty picture in Montenegro,
underlining significant employment poverty meaning that there are persons not working but ready
to work if given a job opportunity.

Table 2: Multidimensional Poverty Indicators

Indicators % of %
population of poor

Consumption poverty

absolute poverty 10.9

economically vulnerable 31.6
Education poverty
16-24 years: not in school and did not attend secondary 13.8 39.6
school
Health poverty
any iliness/injury in last 30 days that precluded usual 5.7 9.0
activities or disabled
Employment poverty
ages 20-65; not working but ready to work if given a job 23.7 46.5
opportunity
Housing poverty
drinking source for dwelling is not piped water (ex: pump 18.3 22.8
well) or dwelling has no bathroom*
Dwelling has less than 10m? per person 22.6 57.3

1.4  Poverty and environment

The new 2004 ISSP survey found a striking link between poverty and environment. The survey
found that staggering 51.3% of Montenegrin households are using fuel wood for heating, with clear
consequences for the environment and their own health. Percentage of households using fuel
wood is higher in rural areas (86.6) and northern part of the country (88.3%). Also, more
households living in the environmentally hot spot areas (87.6%) and more Roma households
(88.0%) are using fuel wood. As much as 85.7% of the poor rely on fuel wood for heating.
Monitoring the use of fuel wood for heating will directly link poverty with the environment and will
supplement the set of environment indicators proposed in the PRSP.
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1.5 Poverty monitoring

This short summary of the joint analysis of data shows that critically important elements of poverty
profile established using 2002-03 ISSP survey data are confirmed. But it also shows that there is a
significant agenda to improve the poverty monitoring.

It is expected that PRSP monitoring system will switch to the HBS data as main monitoring tool as
soon as they will become available.

As HBS survey data for 2005 will become available for the analysis in early 2006 it will be
necessary to carry out the comparative analysis of HBS and ISSP survey data to calibrate
poverty estimates. To complement gaps in HBS data it will also be needed to continue for some
time ISSP surveys. In particular it will be needed to carry out a panel element of the ISSP
survey that would allow measurement of chronic poverty and changes in the economic
vulnerability. It will also serve as the best possible data source to evaluate the impact of reforms
and specific programs on the poor and the population at large.
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Il CHAPTER: GOALS AND IMPLEMENTATION OF THE
DEVELOPMENT AND POVERTY REDUCTION STRATEGY
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1.1

The objectives of the development and poverty reduction strategy (DPRS)

The Development and Poverty Reduction Strategy defined its main objectives. Disaggregation of
the objectives in each sector was provided into the Action Plan for the DPRS implementation.

Table 1: Objectives of the Development and Poverty Reduction Strategy

OBJECTIVES STRATEGIC DIRECTIONS / ACTIVITIES INDICATORS

1. | Create the conditions | = Create a stable macro-economic = The GDP
for self-sustainable environment for dynamic economic growth, growth rate
and equitable while ensuring the private sector plays a = The
economic growth, crucial role. employment

which will reduce the
rate of the
economically
vulnerable population

Harmonization of legislation and policy with
the EU

The promotion of Montenegrin potential,
especially in areas where Montenegro holds
a comparative advantage

Pro-active policies in creating employment
opportunities

The protection of the environment and the
sustainable management of resources.

growth rate
The growth in
exports

A reduction in
imports

A growth in
foreign direct
investment
Progress on
SAP

A reduction in
the
economically
vulnerable
population rate

Ensure social stability
and reduce the
poverty rate

Improved targeting of social welfare
measures especially those directed at
children, older people and the disabled.
Improved access to and quality of education
Improved access to and quality of health
services

Improved quality of environmental protection
Development of infrastructure in the function
of poverty reduction

Implementation of regional development
policies for poverty reduction in least
development and rural areas
Implementation of activities for enabling the
realization of the Strategy for repatriation of
persons who wish to return to their former
homes.

Improved quality of social integration and
poverty reduction of refugees, IDPs and

A reduction in
the poverty rate
Improved multi-
dimensional
poverty
indicators

A reduction in
regional
development
gaps

The level of
social
integration of
marginal
groups.
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RAE, for those persons who wish to remain
in Montenegro.
= Achieving gender equality and human rights

Define key poverty .
indicators, in line with | =
the Millennium
Development Goals
(MDGs) and assess
them through an
integral system of
monitoring and
evaluation, during the
DPRS implementation
period.

Develop an integrated monitoring system
The quality of change to be measured
through key indicators, that is, through their
gradual reduction, as the proposed
measures are implemented.

MDG indicators

Source: Development and Poverty Reduction Strategy

Apart from defining objectives, the Development and Poverty Reduction Strategy also defined
basic indicators to measure the implementation performance.
Table 2: Implementation performance indicators of the Development and Poverty Reduction Strategy

Indicator Goal 2002 2006
1 GDP/pc Economic growth (GDP/pc 1832 2379
' growth)
Share of public expenditure of Macro-management quality 42.3% 40.7%
9 GDP (Reduce the share of)
"| (Consolidated public
expenditures)
3.| Rate of debt return Loan sustainability 4.8 4.5
4. Unemployment rate Reduce 30.4 19%
5.| Grey economy Reduce 30% 1%
6 Time needed to register a Reduce bureaucracy
"| company
Strengthen domestic 6 8
7 production and export growth,
"| Agriculture production growth regional development
rate (Increase rate)
Population below the poverty line | Reduce percentage of 12.2 11.2
8. population living below the
poverty line
9.| Infant mortality rate Reduce 14.7 Under 10
10| Maternal mortality rate Eradicate 2 women 0.00
1" Percentage of the newborn under | Introduce as an obligatory
2.5kg indicator, reduce
19 Net enrolment ratio in primary 100% 96.93% 100%
school
13 Coverage of organized preschool | Increase 22% 30%
education
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14 GDP per energy consumption Increase 1.29 1.42
unit (USD per kg of oil equivalent)

Part of population whose sewage | Increase 1% 25%
is treated by processing plants

15 before these are released in to
natural receptors

16 Share of the private sector in Increase (37% in 55%
GDP 2001)

These indicators are mostly harmonized with implementation performance indicators from the
Economic Reform Agenda in Montenegro 2002-2007. The Emphasis was put on those indicators
whose achievement would sustain macroeconomic stability through further fiscal deficit reduction
along with stable economic growth rate. On the other side, there are indicators which point out
whether economic growth is followed by an adequate allocation of newly obtained values and
whether the growth contributes to poverty alleviation. These indicators are harmonized with
commitment of Montenegro towards the achievement of the Millennium Development Goals.

1.2 Implementation of the Development and Poverty Reduction Strategy

Implementation of the Development and Poverty Reduction Strategy has started by the end of
2003. The Government of the Republic of Montenegro has appointed the Ministry of Labor and
Social Welfare to be the coordinating ministry for monitoring realization of the Development and
Poverty Reduction Strategy. Within this Ministry, Monitoring and Evaluation Unit is operating, which
is in day-to-day contacts with government authorities, NGO sector, local community
representatives, social partners, media and international development partners. Thus, this is the
place where all information are collected and disseminated to stakeholders. This Unit is in charge
of preparation of information regarding DPRS implementation, submission of concrete projects to
donors, all in purpose of establishing high quality monitoring and evaluation system. The Unit also
collects information on the status of projects realized within each sector. Thus, there is a close
cooperation among line ministries in charge for realization of the concrete projects.

Inter-ministerial Steering Committee for monitoring implementation of the Development and
Poverty Reduction is comprised of the following representatives from: Ministry of Labor and Social
Welfare, Ministry if Education, Ministry of Health, Ministry of Finance, Ministry for International
Economic Relations and European Integrations, Ministry of Agriculture, Forestry and Water
Management, Ministry of Environment Protection and Urban Planning, Employment Agency,
Secretariat for Development as well as experts — working group leaders who participated in the
DPRS preparation, Parliament representatives, local community, NGO sector, social partners and
media.

This body is in charge of monitoring project implementation, considering information made by
Monitoring and Evaluation Unit prior to their submission to Government consideration and relevant
international partners when necessary, as well as providing all needed suggestions aiming at high
quality implementation.
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In each line ministry there is a contact — the so-called focal point, to monitor realization of the
DPRS projects in respective ministry and provide information to DPRS Monitoring Unit. By the end
of 2004, Inter-ministerial Steering Committee for monitoring implementation of the Development
and Poverty Reduction Strategy made a conclusion in purpose of more quality monitoring: that
each ministry involved in implementation of the Development and Poverty Reduction Strategy
should form a monitoring unit to follow realization and collect information on development
documents (Development and Poverty Reduction Strategy, Economic Reform Agenda,
Stabilization and Association Process for EU integration), whose realization is a part of the
competence of respective ministry.

Monitoring of the achieved results and evaluation of the realized projects will be carried out in
permanent cooperation with Central bank, MONSTAT, Institute for Strategic Studies and
Prognosis, Economic and Social Council and so as with all other relevant institutions and
organizations capable of providing quality and verified data.

Thus, monitoring of poverty over the poverty rate remains a great challenge for Montenegro, yet
with a limited data comparability. So far researches on poverty were carried out by the ISSP and
were based on the household consumption surveys that had certain sampling limitations, seasonal
effects etc. More precise poverty assessment will be obtained only upon the completion of the
Household Budget Survey performed by MONSTAT on the basis of new methodological approach
in order to ensure improved statistical indicators.

Development and Poverty Reduction Strategy Progress Report for 2003 — 2004 (Report) is the first
report on Strategy implementation and is related to 2004. It is based on the achieved outcomes of
the activities set in the Strategy Action Plan. Also, the activities taken place during 2005, supported
by UNDP are considered. These activities are related to rapid prioritization process. This process
contributed to building capacities for monitoring implementation and is a good basis for innovation
of the document in accordance with the outcomes of its implementation.

Additional element taken into consideration while drafting the Report is monitoring performance
indicators set in the Development and Poverty Reduction Strategy. Ministry of Labor and Social
Welfare, while monitoring implementation of the Strategy, could analyze progress made in the
implementation using most of the set indicators. However, line ministries have not still developed
some of the set indicators, or there is no adequate method to monitor them. This primarily relates
to indicators from 9 to 15 (see above). Therefore, apart from monitoring Strategy implementation,
permanent responsibility of the line ministries is to develop these indicators and thus enable the
evaluation of the progress made in implementation of the Strategy, especially when it comes to the
part related to poverty alleviation.

As it was mentioned previously, the Economic Reform Agenda in Montenegro 2002 — 2007 and the
Development and Poverty Reduction Strategy are complementary documents. The Government of
Montenegro adopted a biennial Report on the Agenda implementation. Taking this into
consideration, Ministry of Labor and Social welfare, while preparing this Report relied on outcomes
made so far in the implementation of the Agenda, as well as on monitoring of poverty reduction
policies that are not defined in the Agenda.
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Finally, it can be said that the first year of implementation of the Development and Poverty
Reduction Strategy was rather successful. A great number of planned measures were realized, in
spite of the fact that promised foreign assistance to support realization of the concrete projects has
failed. Montenegro has managed to sustain macroeconomic stability, ensure rapid growth of
private sector, reduce unemployment and informal economy, and provide increase in wages and
pensions, as well as pro-poor social protection allowances.

In the next chapter of the Report, there are the outcomes of so far implementation of the
Development and Poverty Reduction Strategy within macroeconomic reforms, employment growth
and the following sectoral prioritie: social protection and poverty reduction, labor market,
anticorruption and transparency, agriculture, regional, rural and urban development, housing,
tourism, transport, energy, water supply and sewage, environment, water and forest management,
education and health.
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1.1 Introduction

Maintaining macroeconomic stability, accelerated growth of private sector and new job creation are
the top priorities of the Development and Poverty Reduction Strategy. By the beginning of 2005 the
Government of the Republic of Montenegro adopted a refreshed Economic Reform Agenda 2002 -

2007.
T1. Basic macroeconomic indicators with projections up to 2007
2002. | 2003. | 2004 | 2005. [ 2006. | 2007.
Real economy* In mil. €
GDP in current prices 1.301,5 1.433,0 1.535,0 1.644,0 1.759,0 1.873,3
GDP per capita 2.109,1 23179 2.473,0 2.635,6 2.808,8 2.979,5
% Change
Real GDP growth 17 23 37 4,1 4,5 4,5
Nominal GDP growth 19,1 10,1 71 7,1 7,0 6,5
Poverty - 12,2
Agriculture 6,0 1,0
Industrial production 0,7 2,2 13,8 - - -
Retail price index 9,4 6,7 43 30 2,5 2,0
Unemployment rate 30.45 25.82 226 216 20.6 19.3
Informal economy 30 20 15 15 15 15
Number of the employed 140.100 142.679 143.479
Number of the unemployed 76.293 68.625 59.002
Retirees 88.835 90.183 93.033
Average wage 193.0 271.0 302.8
Average pension 108.8 113.0 122.0
Financial sector* % In GDP
Total deposit 1,7 31 53 26,8 31,3 33,2
Total credit 9,6 14,0 18,5
Annual active interest rate 15.16% 14.07% 13.50%
Annual passive interest rate 0.50% 1.84% 3.39%
Consolidated government finances*
Consolidated public revenues 36,5 37,1 38,0 38,3 37,0 36,1
Current revenues n.a 37,1 37,8 38,0 36,7 35,8
Tax revenues 342 345 355 354 342 334
Capital revenues n.a - 0,2 0,3 0,3 0,3
Consolidated public expenditures 40,6 41,0 40,6 40,4 38,5 371
Current expenditures 38,3 38,1 38,5 378 36,1 34,8
Capital expenditures 1,60 1,0 0,9 1,9 19 18
Reserves and net credit n.a 19 1,2 0,7 05 0,5
Corrective fiscal measures n.a 1,3 - - - -
Total balance prior to grants -4,0 -41 -2,6 2,1 -1,5 -1,0
Foreign support 2,2 0,9 0,5 0,2 0,3 0,2
Local financing -3,5 -0,2 15 0,6 05 04
Foreign financing 0,6 0,8 1,3 0,9 0,3 0,2
Privatization revenues 51 1,8 0,5 0,4 0,4 0,4
Investments * 141 14,9 7.2
Local savings 1,7 31 52
Foreign direct investments 6,7 2,7 3,3 91 10,2 10,7
Balance of payments*** In mil €
Current account in mil € -176.00 -101.98 -142.97 -160,0 -170,0 -190,0
Foreign debt in mil € -498,8 -582,4 -650,0 -700,0 -730,0
Trade balance in mil € -334 2477 -291,0 -280,0 -260,0 -250,0
In % GDP
Foreign debt in % GDP -36,28 -39,48 -39,5 -39,8 -39,0
Current account in % GDP 13,5 -7,1 9,3 9,73 -9,67 -10,14
Trade balance in % GDP 25,7 17,3 -19,0 -17,03 -14,78 -13,34
Sources: Economic Reform Agenda 2005, ** Ministry of Finance 2005, *** Economic Reform Agenda and projections of the Central
Bank of Montenegro.

’ Without public expenditures of municipalities
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Macroeconomic projections have been revised on that very occasion. The DPRS experts took part
in revising new projections, which maintain compatibility with those set in the Development and
Poverty Reduction Strategy as well as with plans for achieving Millennium Development Goals.

The Economic Reform Agenda is focused on achieving the same macroeconomic goals as the
ones in the Development and Poverty Reduction Strategy. Based on this fact, a revised
macroeconomic projection from the Economic Reform Agenda will also be a macroeconomic
framework for reaching goals defined in the Development and Poverty Reduction Strategy.

1.2  Priority actions defined in the Development and Poverty Reduction Strategy
1.21  Macro-economic framework

Maintaining macroeconomic stability along with achieving a stable economic growth rate, which
leads to the decrease of unemployment is one of the main priorities of the Development and
Poverty Reduction Strategy. Projected real economic growth rate in 2004 is 3.7 % of GDP, while in
2006 it is projected to reach 4.5% of GDP. A significant drop of inflation rate is also projected, from
approximately 6.7 % to around 2.5 % in 2006.

It is envisaged that stable economic growth rates are mostly supported by greater inflow of foreign
investments that should grow from 3% of GDP in 2003 up to 10 % of GDP in 2006.

Planned economic growth is based on the development of export-oriented private sector, which
would lead to trade balance drop from 17 % of GDP to 14 % of GDP in 2006. The drop of the trade
balance would have an impact on sustaining current account deficit right below 10% of GDP.

Export-oriented growth assumed greater investments. Investment share in GDP is envisaged to
grow from 18 % in 2003 to 19.5 % of GDP in 2006. Investment rise will be supported by the rise in
domestic savings, which should grow from 3 % of GDP in 2003 up to 4.3 % of GDP in 2006.

In 2006 the share of public revenues in GDP should grow by 1% of GDP (38% of GDP), while the
share of public expenditures is anticipated to fall by 3 % of GDP, thus reaching around 38,5 % of
GDP. Important priorities within fiscal consolidation have been defined aiming at decreasing total
fiscal deficit (prior to grants) from 4 % of GDP in 2003 to 1 % of GDP in 2006. The most important
among them are further decrease in public administration costs and increase in the so-called
projected financing. It is envisaged that the share of capital expenditures in GDP grows from 1 % of
GDP in 2003 to 2 % in 2006.

1.2.2  New job creation

Stable economic growth rate should lead to decrease in unemployment rate, which was 30 % in
2002 and should fall to 20 % in 2006. Private sector i.e. small and medium-sized enterprises
should be responsible for new employment, especially within tourism, agriculture, transport and
wood industry.

Apart from maintaining macroeconomic stability, the growth of private sector should be supported
by the improvement of business climate, escalation of the process of privatization as well as by
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maintaining stability of financial (banking) sector. Jurisdiction and state administration reform
should lead to the improvement of business climate and lower commercial tax burdens.

Increase in employment rate should be followed by the unemployment rate decrease, especially
when it comes to the young labor force mainly employed in informal economy. Reduction of
informal economy is also defined as priority action. In 2002 the level of informal economy
compared to GDP was 30 %, and it is planned to be halved in 2006, thus reaching 15 % of GDP.

Reduction of informal economy is also defined as the priority action. In 2002 the level of informal
economy related to GDP was 30%, while it is envisaged to be halved and thus amount to 15% in
2006.

Restructuring of companies is also assessed as a high priority, which should lead to the increase in
employment, while escalation of the bankruptcy proceedings is stressed as an important step to
improve business climate.

To encourage employment of the poor, a full support was given to micro financing.

The Development and Poverty Reduction Strategy provided support to collective bargaining and
also to work of Economic and Social Council.

1.3 Implementation of the priorities of the Development and Poverty Reduction Strategy
in macroeconomic reforms and new job creation

In 2000-2004 series of reforms were implemented leading to the recovery of GDP and sustainable
macroeconomic stability. In 2001-2003, there was a slight economic growth ranging between 1-2 %
of GDP. However, in 2004, real GDP growth was 3.7 %. Estimated level of GDP and so as the
growth rate (for 0.7% of GDP) is greater than it was projected in the Development and Poverty
Reduction Strategy.

Real GDP growth %

4
3,5
3
2,5
2
1,5
1
0,5

2002 2003 2004

N\ /

Source: Economic Reform Agenda, Monstat and Secretariat for Development

22



Graph 1: Growth of real GDP in 2002-2004.

In 2004 light industry made a growth, which is greater by 13 % than in 2003, contributing to
economic growth of the country of abbot 1.5%. Electricity and gas production have been increased
by 21 %, which also contribute to economic growth of the country of about 1.5% in relation to GDP.

In addition, progress has been made in relation to other performance indicators (see Table 3).
Foreign debt of Montenegro has been increased from 438 mil EUR in 2003 to 502 mil EUR in
2004. However, servicing of foreign debt remained on the level below 4 % of total import of goods
(3,7%), in compliance with projections made in the Development and Poverty Reduction Strategy.

Unemployment rate is gradually decreased, but is still high, reaching 22.6% in 2004, which is
slightly higher than it was projected in the Development and Poverty Reduction Strategy. However,
in 2004 the number of unemployed people was reduced by 11.000 people compared to 2003. It
should be stressed that there are some methodological problems while measuring unemployment.
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Graph 2: Number of the unemployed and unemployment rate in 2002-2004.

Apart from decrease in unemployment, there is also an increase in wages, as one of the basic
criteria to measure living standards of the population.
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Graph 3: Average wage in Montenegro in 2002-2004.

Decrease of unemployment and increase in wages have also been followed by the increase in
pension.
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Graph 4: Average pension in Montenegro in 2002-2004.

The inflation rate has a decreasing tendency still more, especially since monetary reform and
EURO as a legal tender (23.8% in 2001) have been introduced. Measured by the retail price index,
the inflation rate was 4,3 % in 2004, while measured by consumer price index, it was 1.5 %. Level
of inflation rate is coming closer to the level of EMU inflation rate, which is a long-term goal in
Montenegro. The inflation rate in the first three quarters in 2004 was on the EMU level while
considerable increase in the forth quarter was caused by local factors and the increase in price of
telecommunication services. Further reduction of the inflation rate will depend on limiting power of
monopolistic and oligopolistic suppliers by accelerated adoption of anti-monopolistic legislation.
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Graph 5: Inflation rate in 2002-2004.

Apart from significant limitations, fiscal policy should be a kind of support for development and

poverty reduction programs. Public expenditures in 2003 and 2004 were based on the objectives of
the economic policy of the Government of Montenegro and consistent with frameworks and goals

of the IMF and World Bank.
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Graph 6: Share of the categories of budget beneficiaries per functional classification in total expenditures in

2002-2004.
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Main results within the fiscal system are fiscal balance, tax rate decrease and creation of favorable
conditions for economic entities and their operation and so as for foreign investment. The Law on
income tax rate and the Law on profit have successfully been implemented.

Fiscal deficit is decreased from year to year, as well as its share in GDP. Thus, the fiscal deficit in
2004 was 2.6 % of GDP, which is lower compared to the fiscal deficit projected in the Development
and Poverty Reduction Strategy (4.7% of GDP).
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Graph 7: Fiscal deficit as GDP percentage in 2002-2004.

The share of public expenditures in GDP has a decreasing trend and is projected to fall from 41.0%
of GDP in 2003 to 37.1% of GDP in 2007. Deficit decrease and financing of the public expenditures
from real resources are also evident.

In 2004, the number of employees in state administration was reduced, which was also one of the
objectives of the Development and poverty Reduction Strategy. At the same time, relative share of the
resources allocated for salaries disbursed from the state budget are constantly reduced (from 11.28 %
of GDP in 2004 to 9.3% of GDP projected for 2007, based on Ministry of Finance data).

In the short run, this measure will have a negative effect on the poverty reduction policy, but in the
medium-long term, there will be some savings in the budget to finance domestic and foreign
obligations as well as investments a little bit later. In purpose of reducing social consequences of
such a policy, the Government of Montenegro passed the decision that attending social programs
should be financed from privatization revenues.

Establishment of the Department for internal auditing in the Ministry of Finance, as well as
introduction of the provision on financial reporting is a step forward in ensuring transparency when
it comes to public revenues allocation and will contribute to greater efficiency of the Government
institutions.
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1.4 Implementation of the priorities of the Development and Poverty Reduction Strategy
in structural reforms

1.41  Private sector as a basic generator of the employment growth

The structure of new employers is changed more and more in favor of private sector. The share of
private sector in GDP is increased compared to 2002 when it was around 37% of GDP. In 2004 it
was 44 % of GDP (Agenda, 2005). Private sector is more and more proved as the generator of
economic and employment growth. In that term the growth rate of industrial production has
suddenly been raised from 3.4 % in 2003 to 13.8% in 2004.
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Graph 8: Growth rate of industrial production in 2002-2004.

Informal economy has been halved compared to 2002, when it was 30%. In 2004 it was around 15
%, which is also close to the projected goal planned for 2006. (11%).
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Graph 9: Share of informal economy in GDP in 2002-2004.

Stimulation of real growth in Montenegro has to be based on export-oriented private sector
development, having in mind a small domestic market. In last couple of years, export of raw
aluminum prevails and makes 60-70% of total export of goods in Montenegro, while in 2004 export
of raw aluminum was 60,7% of total export of goods. Apart from raw aluminum, export-oriented
sectors in Montenegro are drinks (wine, beer and brandy) making a share of 1.85%, than wood
processing sector with a share of 1,3% of total export in 2004. Furthermore, a great significance in
total export of goods belongs to agricultural products such as fruits and vegetables, medical herbs,
mushrooms and some food products (cereals, smoked meat and the like).

By the end of 2004, current account deficit of the balance of payment has been increased in
relation to previous year; in addition that there is a dilemma if this is a result of deterioration or bad
statistics. Foreign trade exchange has registered a dynamic growth, with permanent growth of
GDP share, reaching 81% in 2004, while together with services it reached 104%. However,
export/import ratio is still low (47% in 2004), but is improved related to previous year, while export
of services/goods ratio according to GDP higher by 2% than it was in 2003 (42.4% in 2004).

Problems of foreign trade exchange are reflected in permanent goods exchange deficit, which is
however, lower by 1% in 2004 compared to the level projected in the Development and Poverty
Reduction Strategy, pointing out that economy depends on import to a significant extent.
Insufficient competence of domestic products, low capacity exploitation, technological
backwardness, excessive domestic demands for consumers’ goods, as well as the rise in oil price
are the main causes for deficit in good balance. Consumers’ goods prevail in import structure with
69%. The share of the goods planned for reproduction is 25%, while the import of equipment is
only 5.4% in 2004.
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Graph 10: Trade balance and current account balance in 2002-2004.

Sector of services in Montenegro is of special importance when it comes to development of export-
oriented private sector. Namely, Montenegro should tend to be developed as service-oriented
country, with special emphasis on tourism and transport. Profit made by tourism in 2004 was 67.8
% of total service profit, while transport made 19% of total service profit in 2004. Therefore,
development of the activities in these sectors where Montenegro has comparative advantages will
stimulate economic growth, increase employment and reduce poverty.

More effective export-oriented growth should be stipulated by considerable investment activity.
Domestic investments are insufficient, i.e. inconsiderable, so the strong export-oriented production
primarily depends on foreign investments.

Since the banking sector reform was launched in 2000, the most significant progress has been
made within banking sector recovery and restructuring. There are ten banks operating in
Montenegro. Out of that number eight banks are private, while foreign investors are majority
shareholders in three of them.

Privatization of Podgoricka and Niksicka bank (the last two banks in state ownership), as well as
further privatization of the part of the state property is expected to take place in 2005. However,
financial system efficiency is low, and still banks are the most important bearers of this sector,
while there is a small share of other participants.

Main success achieved through the banking sector reform also implies: regulation and resolution of
the banks in accordance with Basel principles and EU Directives, further privatization of banks,
adoption of provisions for money laundering prevention and payment system reform.

Significant lending of the economy and population is continued, with an annual growth of 42% in

2004, (Central Bank, 2005). Loan expansion did not jeopardize banking sector liquidity, and the
potential of the banks was increased by 27% in 2004. Although, banking system liquidity was not
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jeopardized in 2004, a credit risk for the banks can be a significant problem in the forthcoming
period. Excessive credit expansion can imperil macro stability, through the increase of domestic
demands, deficit of current balance and pressure on fiscal sustainability.
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Graph 11: Loans given to population and companies and entrepreneurs in 2002-2004.

Timeframe credit structure is improved but still is not satisfactory for the share of the short-term
credits was 60% in 2004. Most credits are given to citizens and service sector companies. During
2004, recorded deposit growth was 30%, but the dynamics of deposit growth in domestic banking
system should be better. Deposit structure is improving, but sight deposits make 55%, while time
deposits make 45% of total deposits. The growth of citizens’ savings is an indicator that their
confidence in banking sector is gradually returned. In 2004 domestic savings amounted to 80 mil €,
which is an increase of approx. 80% related to 2003, meaning that one of important goals of the
Development and Poverty Reduction Strategy has been achieved.
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Graph 12: Population deposits in 2002-2004.

Apart from the improved credit and deposit structure and an evident return of confidence in banking
sector, interest rates are still double-digit numbers, which burden economy and point out that risk
exists. Introduction of risk decreasing measures, increase of the competence in banking system,
further strengthening of bank supervision aiming at better risk management, future banking sector
privatization are measures which should impact the decrease of active interest rate in the
forthcoming period.
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Graph 13: Annual active and passive interest rate in 2002-2004.

A series of measures were taken in 2004 aiming at increasing confidence in the banking system:
the Agency for money-laundering prevention was established, bond issuance was taken place on
the basis of old foreign currency savings and the Central Bank of Montenegro is now carrying out a
severe bank supervision. By the end of 2004, deposit of the Government was transferred in the
Central Bank, which leads to centralization and easier deposit management. As of January 1, 2005
commercial banks completely took over the system of payment while the Deposit Protection Fund
is anticipated to start operating during the year.
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Graph 14: Total deposits and credits in 2002-2004.

International economic relations is characterized by strategic determination of the Government
of Montenegro in terms of further economic development and removal of trade barriers, as the
main source of growth of the small country such as Montenegro. Last years a great progress has
been made through the liberalization and deregulation of external trade and investments, which is
incorporated in the Tax Law and the Law on Foreign Trade, both completely harmonized with WTO
rules, which contributed to further liberalization of trade regime, abolition of licenses, prohibitions
and quotas®. Regardless of the removal of import barriers emerging from the adoption of the new
foreign trade legislation and in spite of the growth of economic activity, the level of import and
foreign trade deficit of goods and services have an increasing tendency and is rather high.
Increasing productivity and competence will impact the foreign trade dynamics and attraction of direct
foreign investments, which also have an influence on export growth and further rise in productivity in
other countries.

Creation of favorable business environment is one of important prerequisite for economic
recovery and private sector development. Barriers imposed by rules, licensing procedures, taxes,
waiting time and disharmony with new procedures and rules obstruct the establishment of new
companies and development of existing ones. In last four years, a great progress has been made
through liberalization and deregulation of foreign trade and investments, simplification of tax
system, modernization of the employment legislation, improvement of legislation for commercial
companies.

More competent tax rates have been introduced: income and contribution tax rate have been
decreased by 10%, while profit tax rate have been decreased from 20% and 15% to 9%. It is especially
worth mentioning that the process of establishing companies have been deregulated to great extent and
now it takes two days.

% Harmonization with Serbia led to the increase of the avergare tax rate from 2.8% up to 7.1% in 2003.
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Small and Medium-sized Enterprise Development Agency as well as some non-governmental
organizations such as Center for entrepreneurship and economic development is a successful
catalyst in efficient resource management and stimulation of small and medium-sized business.
Series of laws have been passed, which should improve business environment such as the Law on
bankruptcy, ensuring unsustainable enterprises to be closed, the Law on private sector
participation in delivering public services, the Law on electronic trade and the like. In addition, the
Law on Mortgage, the Law on insolvency of the companies and the Law on Pledges have been
passed.

Direct investment inflow has an increasing tendency although not as anticipated and is mostly
related to privatization process. Attracting Foreign Direct Investments is one of the top priorities of
the Government of Montenegro.
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Graph 15: Net foreign direct investment in 2002-2004.

Privatization and reconstruction of companies is a base for accelerated economic growth, fiscal
and external sustainability. New privatization framework was adopted 1998/99 in Montenegro. It
envisages various methods, including mass voucher privatization (MVP), direct tender sale and
auctions. Upon the mass voucher privatization and series of tenders, a great deal of share capital
in Montenegro is possessed by private owners (around 70%). Restructuring and privatization of 16
large industrial companies, making 45% of industrial property, including KAP (Aluminum Company)
are coming to an end.

Although the funds possess significant percentage of capital in some companies, more often it is
the case that the capital structure is disaggregated and in most of them there is no outstanding
majority of shares, though centralization process has already been started.

New legal procedures, which hasten bankruptcy and liquidation of companies, with low fiscal

resource to finance subsidies, will contribute to the acceleration of the restructuring process taken in
the sector of companies.
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1.4.2 Reform of state administration and judicial system

Good and efficient state administration providing reliable services to their clients leads to a great
confidence of citizens and investors and encourages entrepreneurship activities. To implement
successful reforms it is necessary to modernize structure of the state administration. At the same
time, the integration process into European Union also requires new organization and concept of
state administration.

Greatest achievements within the reform of state administration were made by: adoption of the Law
on civil servants and its initial implementation phase, establishment of the Human Resource
Directorate, adoption of the Law on civil servants' salaries and so as the Law on inspection and all
accompanying by-laws.

Montenegrin judicial system makes great efforts to meet the requirements of modern jurisdiction in
compliance with the EU standards. All legislations passed within the area of jurisdiction are
harmonized with EU standards and they are provided with a high independence degree —
permanence of the function of judge, competence and structure of judicial council, which took over
legal authorities, belonging to executive authorities until the adoption of the Law on courts.

Greatest achievements within jurisdiction reform imply: adoption of new legislation on civil suits and
executive proceedings, which considerably contributed to the improvement of business climate
through prompt solution of commercial disputes, as well as adoption of the Law on mediation and
the Law on notary. Besides, new Administrative and Appellate Court was established, which should
disburden work of the Supreme Court. The Commission for testing bankruptcy managers, Center
for training judges and Judicial Council have been set up. New financing model and other solutions
providing high degree of independence and sovereignty have also been established.

1.4.3  Stabilization and Association Process

Final strategic determination of the Government is a gradual harmonization with EU standards and
systems, i.e. EU Stabilization and Association Process. (SAP). Action plan for creation of
unique foreign trade policy and concept of free internal market was adopted by the Parliament of
Serbia and Montenegro in summer 2003, half a year upon the constitution of the state union and
adoption of the Constitutional Charter. Adoption of these basic documents made possible for the
Commission to start drafting the Feasibility Study. Nevertheless, an attempt for reaching minimum
level of joint trade policy and integration of internal market did not bring the desired results.

To exceed permanent constitutional stagnation and to stimulate SAM integration in EU, the
Commission proposed the approach of»dual track« in July 2004, which was approved by the EU
Council of Ministry and politicians of Serbia and Montenegro.

Negotiations and implementation of the requested obligations from SAP Agreement will be a great
challenge. Having in mind a considerable size of bilateral trade, SAP Agreement will require
significant dedication of Montenegro in political, administrative and financing terms. The process of
liberalization of bilateral trade with Economic Community will require further efforts to be taken
within structural reforms, for building capacities of both republics to resist from the pressure of the
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competence imposed by SAP Agreement, improve export and decrease current account deficit. In
that term, one of the key elements to be considered is the possession of necessary standards and
certificated capacity for trade with EU. Republic will also be obliged to ensure that local economic
stakeholders will understand and accept the objective of trade liberalization.

According to the assessment of the Commission, Montenegro made considerable progress in
implementing European partnership priorities and should provide the liberalization of movement of
goods, labor force, services and capital with EU, possible with different liberalization schedule. In
that purpose the liberalization process with neighboring countries has already started, and so as
the dedication to reforms and further regional trade liberalization.

1.5 Priority actions for the forthcoming period

Maintaining macroeconomic stability and stimulating development of export-oriented private sector
remain the priorities whose realization will be the basis for employment growth and reduction of poverty.

To realize planned goals defined in the Development and Poverty Reduction Strategy, real economic
growth rate should reach the level above 4 % of GDP while inflation rate should fall to 3%. Fiscal deficit
(prior to grants) should be decreased to 1,5% of GDP by the end of 2006, trade balance should reach
15% of GDP while current account deficit should be sustained below 10% of GDP.

Still more the fiscal reform will be based on reducing of total public expenditures, increasing taxes,
improving efficiency in collection of public revenues, more efficient management of foreign debt,
building transparency and state auditing.

Beside the focus on low deficit level, the attention should be paid to the quality of the government
lending. Commercial banks’ lending should be reduced. Practice of domestic lending in the state
records is a very expensive source of domestic financing. Undoubtedly, emersion into international
capital market would enable supply of cheaper resources, which is possible with receiving credit
rating, a little higher than in other countries in the region. External funding has its limitations in
terms of the level of indebt ness.

Fiscal balance is imposed as an imperative in the medium term. Further rationalization of the
budget expenditures remains a priority goal in the medium-term, implying more solid discipline on
the expenditure side and improving conditions related to wages and subsidies. As far as the
revenues are concerned, it is necessary to work on further legalization of informal economy,
constant improvement of tax collection, tax policy to increase tax basis and decrease tax burdens,
which would allow strong private sector development. Certain public function should be entrusted
to private sector. Fiscal discipline imposed a delay of the announced tax decrease, lest fiscal
position of Montenegro will be more deteriorated. Increasing fiscal sustainability is closely related
to the necessity to accelerate structural reforms, especially when it comes to public conglomerates
in energy, telecommunication and railway sectors.

Additional capacity development in this field should support future MTEF development aimed at

better usage of the key macroeconomic indicators, projection of the revenues and expenditure
plans, as well as further development of the programming budget in phases to be completed up to
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2007. Currently programming budget exists only in three ministries: Ministry of Education, Ministry
of Maritime and Transport and Ministry of Tourism.

Further encouragement of entrepreneurship and improvement of business climate remained
important priorities. It will be especially important to implement the Law on mortgage, as well as a
legislation framework for intellectual property protection, and so as to improve work of courts in
purpose of efficient settlement of commercial disputes.

Complete realization of privatization annual plans should also contribute to rapid private sector
development. Acceleration of the bankruptcy proceedings and so as restructuring of companies will
significantly improve the business climate for domestic and foreign investors. Establishment of the
Agency for Foreign Direct Investments Promotion should provide increase in attraction but also
removal of obstacles for external capital. Besides, in the forthcoming period the emphasis will be
focused on future development of Montenegro and its concepts of national treatment of foreigners
and adjustment of legislation, which will strengthen the competence of certain fields of Montenegrin
economy.

Within the financial system the priority will be the follow-up of the privatization of banking sector as
well as strengthening its supervision. The accent will be put on further development of the market
of capital by improving legislation for insurance sector, reorganization of investment funds and legal
framework for trade with securities.

Liberalization of foreign trade and so as the implementation of customs reform remains great
priorities. Conclusion of the Agreement on free trade in the region will be a significant incentive to
these processes for it ensures the emersion of 55 million of people into the market. However,
liberalization of trade is not sufficient for itself to contribute to economic development. It should be
provided through structural changes, macroeconomic policy support, development of infrastructure,
increasing investment, human resources development, rapid restructuring of enterprises and
various program on the increased competence of domestic products, which would altogether result
in growth of productivity competence.

Improvement of these policies with permanent emphasis on foreign trade, as a development factor,
creates prerequisites for further transition and integration in world trade system. Negotiations for WTO
membership, and so as regional EU integration and signing of bilateral trade agreement give new
aspects to trade reform.

Within the reform of state administration there will be undertaken follow-up activities on its cost-
effectiveness, strengthening of professional capability and increase in work efficiency. Jurisdiction
reform will be more streamlined towards implementation of adopted legal provisions and realization
of administrative reform aiming at raising court efficiency to strengthen business atmosphere and
confidence of businessmen and citizens in judicial system of the country.

36



v

SECTORAL PRIORITIES

37



1 SOCIAL PROTECTION AND POVERTY REDUCTION

1.1 DPRS Priority Activities

Introduction

According to the survey done by the Institute for Strategic Studies and Prognosis (ISSP), which
was basic for DPRS development, 12.2% of the population of Montenegro is poor. The survey
comprised domicile population, refugees and IDPs and RAE. The absolute poverty line is defined
as the total expenditure below the expenses of the minimal consumer basket for a standard
household (€ 116. 2 per consumer unit) and the line of defining the economically vulnerable
population is set 50% above the poverty line (€ 173.4).

Assessments of poverty are sensitive to the poverty line: more than one third of the population
is classified as economically vulnerable or without access to sufficient resources, because they
live below the level of 150% of the poverty line. Therefore, a significant part of the population living
in the zone immediately above the poverty line is vulnerable in the sense that it is sensitive to any
form of economic instability or drop of personal income.
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Chart 16: Regional poverty rate in 2004

7 Poverty Assesment and Social Protection, Ministry of Labor and Social Welfare, 2004
8 Northern region consists of 11 municipalities: Andrijevica, Berane, Bijelo Polje, Kolasin, Mojkovac, Plav, PluZine,
Pljevlja, Rozaje, Savnik, Zabljak.
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Vulnerable Groups

DPRS and later developed documents for the purpose of prioritization?, defined the following
vulnerable groups:

e Persons in the state of social need,

Pensioners and elderly without personal income
Children and youth,

Persons with disability,

Unemployed,

Refugees and IDPs,

Roma, Ashkealia and Egytians.

Poverty Causes

DPRS defined the main causes of poverty:

Economic activity setback,

Unemployment,

Low level of education,

Inequality (refugees, IDPs, Roma, Ashkealia and Egyptians).

Regional and population poverty dispersion

The population of Northern Montenegro'0, where 45% of poor live, is greatly affected with poverty.
In the central part of Montenegro live around 35% of poor, while on the south this percentage goes
up to 19.

The poverty rate is highest among RAE population and it is around 52%, and it is also high among
the refugees and IDPs (around 40%), while it is lowest among domicile population (around 10%).
Nevertheless, the greatest part of poor within the total population living in Montenegro consists of
the domicile population and that percentage amounts to 72%.

Risks for falling into poverty

As it was previously mentioned 30 % of the population in Montenegro is concentrated close to the poverty
line, therefore there is a risk of falling into poverty. The DPRS cites the following main risks of falling into
poverty:

e Increasing number of household members
e Setback of country economic development
e Jobloss

? Poverty Assesment and Social Protection, Ministry of Labor and Social Welfare, 2004
1 Northern region consists of 11 municipalities: Andrijevica, Berane, Bijelo Polje, Kolasin, Mojkovac, Plav, PluZzine,
Pljevlja, Rozaje, Savnik, Zabljak.
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Priority Activities on Poverty Reduction within the Area of Social and Child Protection

The Government of Montenegro adopted the strategic document, Economic Reform Agenda in
Montenegro 2002-2007. The Agenda comprises the Social Protection System Reform Plan. The
DPRS (adopted six months after the Agenda by the Government of Montenegro) follows the social
protection sector priorities defined within the Economic Reform Agenda, while the special accent is
placed on poverty reduction. The aim of both documents is the establishment of social protection
system, for especially vulnerable groups, so as for those in the state of social need.

The main priorities are:

e To elaborate the National Employment Strategy including regional, municipality and local-level
Employment Action Plans;
e To adopt the National program on social protection of the elderly,

To define policies and key principles towards the family and children, especially those without parental
care,

To define the Strategy on population development; (Natality policy),

To define the Strategy for resolving the status and problems of refugees and IDPs;

To define the Strategy on social protection of people with special needs,

To define Programs for Roma protection

To develop a unique information system within the Ministry of labor and Social welfare
To continue the pension system reform.

Social proteciton system in Montenegro

Social protection system in Montenegro has two main components: social protection based
on insurance and social protection. The third component consists of active policy measures
within the labor market and war veteran protection.

Social protection comprise a wide range of benefits offered to Montenegrin population. Apart from
the visible benefits there is a set of policies and measures undertaken by the Governemnt of
Montenegro, aimed to decreasing voulnerability and providing asistence to Montenegrin families.
Those measures consist of subsidized price of certain servicies and different programs and one-time
allowance for workers in weak enterprises, for example payment of outstanding wages, severances
and similar measures.

Furthermore, the system of informal social protection, ei. family solidarity is rather strong in
Montenegro. According to household survey conducted by ISSP, over 10% of the total houshold
income is made by other households income (family and friends).

Within the child protection sector the following priority activities are defined:

o Define a national level approach on supporting children and youth at state level, but also design
regional and local strategies which should be based on respect of human and child rights
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e Realize the decentralization of functions and responsibilities for social and child protection
financing,

e Strengthen the personal responsibility of citizens for family social protection,

e Develop competitiveness among different service providers within child protection and
stimulate the introduction of market criteria in financing programs and services within this area.

Within the pension insurance sector the following priority activities are defined:

Restructuring the existing obligatory insurance system on the basis of generational solidarity,
Introduction of obligatory insurance on the basis of capitalized savings,

Introduction of voluntary insurance,

Implementing stricter criteria for access to age-based, disability and family pensions,

Reduction of gray economy and increasing the number of social insurance contributions.

Within the elderly protection sector the following priority activities are defined:

e Strengthening the system of non-institutional protection,
e Building of additional facilities for elderly accommodation,
e Building of day rehabilitation centers.

Within the refugees and IDPs social protection sector (including RAE) the following priority
activities are defined:

e Strengthen the process of repatriation of refugees and return of displaced people,
e Create programs for employment and accommodation of refugees and IDPs.

1.2 Implementation of priority activities within the social protection sector for the period
2003-2004

According to DPRS Plan for realization (matrix) the Government of Montenegro has adopted
several strategic documents and laws within the first phase of realization of the Strategy (end 2003
—2004). The most important are:

e National Strategy for Permanent Resolving of issue of refugees and IDPs in Montenegro
(prepared in 2004, but adopted in 2005)

Action plan for poverty reduction among Roma people (Roma Inclusion Decade 2005-2015),
National Action Plan for Children,

Action Plan for Substance Abuse Prevention among Children and Youth,

Housing Policy Action Plan (prepared in 2004, and adopted in 2005)

Law on Pension and Disability Insurance

Law on War Veterans Disability Protection

Law on social and child protection

By-laws for legislation appliance of the above mentioned laws.
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In addition, an educative campaign for women health protection and gender equality promotion
was conducted.

Social and Child Protection Reform

Particularly important activity was the adoption of the new Law on Social and Child Protection,
which should help realize one of the main goals set in the DPRS - better targeting of the social
protection beneficiaries.

According to this law some of the rights were restricted in order to introduce more effective
assistance to the poor (personal disability allowance, foster-family allowance). Conditions for
exercising certain rights have been altered in order to achieve more effective use of the funds
(child allowance, allowance for care/assistant services).

The basic rights of social protection, have been outlined in the Law and include the following: access to
family support, access to accommodation in a social protection institution or in a family environment, support
for covering costs of in-home care, access to health care, coverage of funeral expenses, access to services
of social welfare centers, and one-time financial support disbursements.

Special novelty represents the introduction of subsidies for guardian family and this is aimed at
providing incentives to families to accept children or other persons into their environment, which
would be more favorable type of social care for beneficiaries of social care.

Basic rights arising from the child protection defined by the Law on Social and Child Protection are:
outfit for newly born child; child allowance, compensation based on childbirth; wage compensation
for part time work hours and rest and recreation of children.

Change of conditions for exercise of right based on child protection and aid and care of other
persons is aimed at better targeting and/or to enable that this right is used only by those persons
that are in social need which represents break with the previous general principle for exercise of
this right. This is the way to implement an important goal of the Development and Poverty
Reduction Strategy that refers to rationalization of public revenues use. Special novelty is the
change of methodology according to which the amount of right is set and indexed. For example,
the right based on family financial support will be set not with regard to net wage but with regard to
possibilities of the state budget.

Important step forward in implementation of goals set under the DPRS represents the fact that the
new Law enabled participation of private sector in providing of services of social protection.
According to this Law, private sector can apply for use of concessions in providing of
accommodation, recreation and rest for all beneficiaries of social protection.

Reforms in the Pension System Area

Pension reform represents an important priority in DPRS. In the first stage of its implementation the
emphasis was on continuation of reforms initiated in 2004 when pension system transition process
was defined from the so called generational solidarity system (PAY-GO) to so-called three-pillar
system.
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In accordance with the goals set in the Strategy, reform of the first pillar was implemented in 2004
through implementation of the following measures:

¢ Increase of retirement age to 60 years for women and 65 years for men,

e Introduction of so-called Swiss indexation, and

e New pension formula based on individual coefficients and increased number of years for
pension calculation.

It is particularly important to mention that pension deficit was reduced from 1.1% of GDP in 2002 to
0.9% of GDP in 2004. Preparations of legal framework for introduction of the third pillar of reforms
started in 2004.
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Graph 17: Average pension in Montenegro in the period 2002-2004.

In 2004 contribution rate for pension insurance was reduced from 24% to 21.6%. At the same time,
control of payment of contributions was strengthened. As the result, revenues of the Fund PIO
increased for 24% in 2004 compared to 2002."1

! Agenda ekonomskih reformi u Crnoj Gori 2002.-2007.
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Graph 18: Regularity of payment of contribution by companies

Administrative and structural reform of the Fund PIO has been initiated. The role of the Fund PIO
has been reduced to pension administration and Tax Administration has become the central
register of insured persons. The World Bank granted loan (6.5 million US$) meant for reform of the
Fund PIO to make preparations for introduction of the Il and Ill pillar of the pension reform.

Nominal growth index on pensions and GDP
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Graph 19: Nominal growth of expenses for pensions as percentage of GDP in the period 2002-2004

Allocations for Social Protection

Payment of social-protection entitiements was the priority for the Government of RM in 2004 and
12 monthly payments were provided. In this manner the Government decided to continue with
activities for strengthening of social protection system and placing of the same in the poverty
reduction function.
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Implementation of the new Law on Social and Child Protection will enable better targeting and
higher rationalization of social protection system. It is particularly important in the situation of
implementation of transition reforms when the success of all reforms requires efficient functioning
of the social protection system and assistance to the poor. Further to this it can be said that the
Government of the Republic of Montenegro, in the situation of modest budget resources, presented
necessary susceptibility to support poor categories. In the last three years budget funds meant for
social and child protection were significantly increased. For example, allocations for social
protection in 2002 amounted to about 19 mil € to exceed the amount of 30 mil € in 2004.

It is important to mention that in order to have better targeting of beneficiaries and increase of
efficiency of protection and in accordance with priorities of the Development and Poverty Reduction
Strategy, in 2004 compared to 2003, there were more budget allocations on behalf of child
allowance and family financial support (these are deemed to be the most efficient forms of social
protection).

Allocations for Social Protection (mil €
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Graph 20:Total allocations for social protection in the period 2002-2004.

Taking into consideration that poverty is more spread out in the northern region of Montenegro,
about 40 percent of payments on behalf of child allowance (about 1 million euros) were realized in
this area in 2004, and payments on behalf of family financial support were realized in the same
percentage (about 3., 4 mil €).

45



Table 4:Total public consumption on child allowance and family financial support in the period 2003-2004.

CHILD ALLOWANCE
2003. 2004.
No. of families No. of Total No. of families No. of Total
children disbursement children disbursement
S S
6896 12.956 2.452.324,24 7.299 13.919 2.627.542,70
FAMILY FINANCIAL SUPPORT
2003. 2004.
No. of families No. of Total No. of families No. of Total
members disbursement members disbursement
S S
10.117 29.132 7.674.640,28 10.423 30.541 7.982.695,20
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RECAPITULATION FOR 2004

Child Allowance

Family Financial Support

Aid and Care Allowance

Family Accommodation

CSR  MUNICIPALITY | No.of | Noof No of
holders of | childre | Amount NO. .Of member Amount N? Amount Noo Amount Total Total amount Num Amount
the right n families s 60% 100% number ber
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Podgorica ;'0 doorica 1969 | 3816 | 718.14020 | 2.452 8078 | 206544188 | 644 | 221.790,00 | 75 59.810 | 719,1667 | 281.600,00 | 86 132.736,00
2. Cefinje 316 582 | 110.120,00 388 1191 | 266.318,76 | 167 | 60.830,00 | 35 20780 | 202,0833 | 81.610,00 12 18.432,00
3. Danilov 198 405 | 75.405,00 302 924 | 24310092 | 15 2772000 | 11 6.500 85,75 34.220,00 5 7.936,00
4. Kolagin o7 174 | 32.675,00 218 478 | 14991311 | o4 3420000 | 36 22.280 12975 | 56.480,00 9 14.336,00
Niksié 1. Niksié 1106 | 2.053 | 396.24750 | 1.372 4260 | 1.08644042 | 397 | 14280000 | 114 | 68.450 510,75 | 211.250,00 | 38 67.450,00
2. Pluzine 42 81 15.490,00 119 267 76.697,38 43 17.280,00 | 31 18550 | 78,91667 | 35.830,00 0 -
3. Savnik 28 50 10.000,00 99 180 65.234,70 30 10.860,00 | 14 8500 | 4433333 | 19.360,00 2 3.072,00
Bar 1. Bar 209 363 | 68.615,00 274 742 195.079,00 | 280 | 100.950,00 | 29 17.000 | 3094167 | 117.95000 | 13 22.669,00
2. Ulcinj 173 322 | 59.665,00 227 541 15758090 | 159 | 57.21000 | 18 10.550 1765 67.760,00 6 6.000,28
Kotor 1. Kotor 17 213 | 40.630,00 143 423 112.92840 | 134 | 40.350,00 5 3.000 138,75 | 43.350,00 4 7.665,21
2. Tivat 9 167 | 32.080,00 138 357 | 103.79060 | 87 3141000 | 10 6.000 | 96,66667 | 37.410,00 4 7.421,00
3.Budva 66 104 | 19.805,00 81 217 63.583,70 46 18.780,00 2 1200 | 48,16667 | 19.980,00 7 10.651,00
ngfieg :\l'o'ciemeg 250 431 | 83.070,00 367 866 | 24153454, | 114 | 4116000 | 97 58.050 | 211,0833 | 99.210,00 14 21.504,00
Berane 1. Berane 587 | 1.234 | 224.095,00 947 2889 | 74337681 | 367 | 13271000 | 17 11400 | 383,3333 | 144.11000 | 13 19.456,00
2. Andri 57 116 | 21.790,00 115 294 80.962,90 81 29.070,00 5 3.030 85,75 32.100,00 1 1,536,00
Plav 1. Plav 242 510 | 93.265,00 473 1304 | 356.82645 | 126 | 45.420,00 0 0 126,1667 | 45.420,00 8 11.385,00
Rozaje 1. Rozaje 416 854 | 162.295,00 740 2059 | 56299290 | 252 | 90.78000 | 36 21.800 2885 11258000 | 17 26.624,00
B.Polie | 1.B. Polie 831 1612 | 307.090,00 | 1471 3528 | 867.82380 | 540 | 195.810,00 | 141 86550 | 680,6667 | 282.360,00 | 11 16.256,00
2. Mojkovac | 155 271 | 50.865,00 229 620 167.917.60 | 107 | 3849000 | 22 13.250 129 51.740,00 5 7.296,00
Plieviia 1. Pljevija 322 518 | 98.135,00 468 1166 | 31141303 | 501 | 186.760,00 | 29 17.350 | 539,0833 | 204.110,00 | 2 3.146,00
2. Zabliak 26 42 8.065,00 102 160 63.737.40 37 14.460,00 | 18 10.800 | 5541667 | 25.260,00 0 -
TOTAL 7299 | 13.919 | 262754270 | 10423 | 30541 | 7.982.69520 | 4.295 | 1.538.840,00 | 744 | 464.850,00 | 5.039,00 | 2.003.690,00 | 257 405.571,49

Note: Number of beneficiaries of all rights is shown on the average level for 2004
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Refugees and internally displaced persons and RAE are included in the social and child protection
system. Commissariat for Displaced Persons developed a program of support to these categories.
It usually refers to aid for those that are in collective centers. In 2004, the Government of the
Republic of Montenegro doubled allocations for these programs (77.923 €) compared to the budget
in 2003. In 2003, total support (approved in the balance and off-balance) for these categories
amounted to about 162,000 €, and in 2004 it was significantly increased to about 900,000 €. It is
for concern that UNHCR significantly reduced its support to these categories - in 2003 it amounted
to about 1 mil €, and in 2004 it fell down to about 730.000 €. Support of other international partners
for these purposes has also been significantly reduced.?

Total amount of compensations to the unemployed persons was also increased. In 2002 it
amounted to about 960.000 €, to record an increase in 2004 to about 1.5 million euros.

Indirect Privileges

It is important to emphasize that the system of functioning of public companies recognizes so-
called indirect privileges targeted at living cost reduction. Prices of electricity, telephone services
and water were subsidized by the economic sector and the budget. For example, the price of
electricity for households is twice lower than the price of electricity for the economy and the same
applies for prices of telephone services. Although the price of water varies from municipality to
municipality, households in average pay 0,37 €/m3 for water and drainage of wastewaters while
legal entities pay almost three times more (1,07 €/m3).

1.3 Actions to be Taken in the Forthcoming Period

Continue with Improvement of Efficiency in Provisioning Social Protection

In the period 2000-2005 total expenditures for social protection and insurance (pensions)
amounted to about 15% of GDP, which significantly exceeds the average of countries in transition.
About 8% of GDP was in average allocated only for social protection (without pensions). This does
not include privileges that citizens get through subsidies for prices of electricity, water and
telephone. If these privileges are shown in numbers as the system of social protection than total
allocations of Montenegro for social protection and insurance would amount to about 20% of GDP
which is almost twice more than in developed countries. For that reason it would be necessary to
additionally rationalize social protection system by eliminating all types of social payments to
unsuccessful companies.

Further to this it is also necessary to:

Establish system of monitoring and research in social protection system,
Continuously assess efficiency of social rights,

Create data base of social protection beneficiaries,

Promote system of self-support,

12 Commissariat for Displaced Persons
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e Ensure additional tax relieves for private sector and non-government organizations engaged in

the sphere of social protection provisioning.

Provide Subsidized Prices of Electricity and Water for the Poorest Categories

Taking into consideration the need to balance fiscal deficit and improve business climate through
further reduction of taxes, it will be necessary to continue with rational use of funds meant for social
assistance through additional improvement of targeting of beneficiaries. Without bringing into
question the need to balance the price of electricity, water and telephone calls in favor of the
economy, it will be necessary to develop programs for subsidizing prices of electricity and water for
the poorest categories.

Reduce Delays in Payments and Debs Based on Social Transfers

One of the largest problems in functioning of social protection system is delay in carrying out of
social transfers. Delays depend on type of right. For example, social transfers for child allowance
and family financial support are delayed even for six months and delays are even longer with
regard to social transfers for aid and care of other persons. Compensations for maternity leave are
delayed for 12 months and pensioners are owed one and a half pension. .

Table 5: Unpaid obligations based on social payments in the period 2003-2004

UNPAID OBLIGATIONS
2003. 2004.
Child allowance Child allowance
€ 1.652.478,34 €1.772.449,20
UNPAID OBLIGATIONS
2003. 2004.
Aid and Care Allowance Aid and Care Allowance
€ 1.508.871,90 € 1.520.318,80

UNPAID OBLIGATIONS
2003. 2004.
Family Financial Support Family Financial Support
€ 3.103.564,71 € 3.384.622,23

The Government of the Republic of Montenegro adopted a decision that funds received from
privatization are primarily used for social protection needs.

Continue Activities on Pension Reform

Further to this it is necessary to:

Adopt and prepare legal framework for implementation of the Il and Il pillar of pension reforms,
Continue with the reform of the Fund PIO,
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o Strengthen conditions for obtaining of disability pensions.

Establish the Unit for Poverty Analysis and Monitoring of Policies for its Reduction

Montenegro Economic Reform Agenda 2002-2007 and Development and Poverty Reduction
Strategy are two mutually reconciled documents. In view of this, it is necessary that the emphasis
in the future implementation of the Development and Poverty Reduction Strategy is put on
implementation of measures referring to poverty reduction, particularly to monitoring of
implementation of sectoral policies in the area of social protection, health and education.

Further to this it is necessary to transform the current DPRS unit for monitoring and evaluation into
the Unit for Poverty Analysis and Monitoring of Policies for its Reduction. The Unit would have the
mandate to coordinate defining of policies for reduction of poverty and perform monitoring of
implementation.

The Unit would play an important role in the implementation of obligations based on the so-called
Millennium Developmental Goals (MDGs). Special task of this Unit would be to develop indicators
for poverty reduction. The current indicators are not developed and are based on measuring of
consumption and not income.
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2 LABOR MARKET

21 DPRS Priority Activities

The goals of the labor market strategy are defined through the program “Stimulation of New
Employment” adopted by the Government on March 24, 2005 and innovated version of Economic
Reform Agenda in Montenegro®3. The program “Stimulation of New Employment” represents new
version of the program “Legalization of Existing Jobs and Job Creation”, which is specified in the
Economic Reform Agenda and adopted by the Government in March 20, 2003.

Key goals of the Development and Poverty Reduction Strategy within the area of labor market are:

o Labor legislation reform,
o Stimulation of new employment and
o Development and strengthening of the small and medium-sized enterprises sector.

1. Labor Legislation Reform. Reform of the labor market legislation framework (Labor Law, Law on
Supervision, Law on Labor Supervision, Law on Employment Record, Law on Strike and Law on
Protection on Work) is necessary in order to create preconditions for dynamic growth of
employment and greater mobility of labor force, so as to adapt the legal regulations within the labor
market area to ILO standards and EU regulations.

2. Encourage new employment. Consistent with the program “Encouraging New Employment” the
main goal of inciting employment in Montenegro is to influence the creation of environment that
would stimulate new employment, development of entrepreneurship and increase competitiveness
of companies and products and raising exports.

Special attention will be given to:
e Stimulating entrepreneurship,

e Increasing the number of work places in Montenegro, primarily in the private sector and
e Enabling new, primarily foreign investments.

" Government of Montenegro 2004. Economic Reform Agenda in Montenegro 2002-07 — report and
recommendation. Podgorica
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Population older than 15 and more years

according to activity — October 2004
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Source: Republic of Montenegro, Statistics Bureau, information No. 25

Graph 21:Population of Montenegro - 15 and over 15 years of age - according to the activity

The development and strengthening of small and medium-sized enterprises, SMEs should become
the leading force in economic development of Montenegro, and thereby in the reduction of poverty
through programs that encourage establishing of new enterprises and create new employment, as
one of the fundamental generators of economic growth and development.

The Government of the Republic of Montenegro has adopted the “Strategy for Development of
Small and Medium-sized Enterprises”. The main strategic courses of development of SMEs are to:

e Increase the number of small and medium-sized enterprises registered in the private

sector that officially operate.

e Achieve greater diversity and integration of economic activity by increasing the share of
small and medium-sized enterprises that are based on production and non-trading
services.

o Significantly increase the share of small and medium-sized enterprises with respect to
micro-enterprises in the overall structure of enterprises.

¢ Increase the competitive activities of small and medium-sized enterprises in the economic
sectors in which the Republic of Montenegro depends on imported goods

e Increase the share of small and medium-sized enterprises in the foreign strategic alliances
and joint venture arrangements.

e Increase the share of small and medium-sized enterprises in the Gross Domestic Product.

e Increase the share of small and medium-sized enterprises in overall employment.

2.2 Implementation of Priority Activities for the Period 2003 - 2004
In accordance with DPRS priorities, preparations for adoption of important laws regulating labor

market (Labor Law, Law on Inspection Control, Law on Labor Inspection, Law on Labor Records
(registration), Law on Strike and Law on Protection at Work) are in progress.
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Achievement of the set up goals in the labor market that will contribute to higher level of
employment and consequently lead to poverty reduction will be accomplished through measures of
fiscal and credit policy defined by the Government programs in the labor market and whose
implementation has yielded positive results.

Incentives to employment based on Government measures for steering and development of labor
market is a successful project that is still in progress. This project will create incentives for tax and
administration framework,'* (with the emphasis on relieves for pension and disability insurance of
farmers), for development of entrepreneurship and increase of employment, and/or more efficient
legalization of work in “informal sector” both with regard to non-residents and residents. Over the
period of implementation of DPRS this project resulted in legalization of about 42.000 jobs.® It is
likely that this is one of the reasons for fall of unemployment from 24% in 2002 to 22.3% in 2004.
Project “Incentives to Employment of Unemployed Persons” is already vyielding results in
employment of interns with participation of the Employment Fund in financing and professional
training of interns. Programs of training, additional training and re-training in several training
centers have encompassed over 9.000 unemployed persons since 1999. Within the Program of
public works, 57 projects were implemented and 785 unemployed persons recruited since 2004.

Incentives to self-employment and entrepreneurship and development of small and medium size
enterprises are implemented through the Program for continuous incentives to employment and
entrepreneurship that is being implemented since 1999. Special attention in this program is paid to
redundancies and persons that lost their job due to company bankruptcy. These loans are granted
to the period of three years with the “grace” period of one year and the amount of loan is €3,000 for
every newly opened job. The Program of Banking Support provides loans to unemployed persons,
redundancies, small companies and entrepreneurs in order to encourage employment, develop
entrepreneurship and improve priority industries.

Project ,Incentives to Dynamic Entrepreneurship supports the sector of small and medium size
enterprises to purchase new technology and create products with the trade mark »Made in
Montenegro«, and provide credit lines for financing fast growing companies with purpose to
increase exports, development and new employment of labor force.

Government support to activities for increase of competitiveness of domestic products on
Montenegrin and foreign market is targeted to increase exports, reduce imports, connect sectors,
introduce standards and increase number of jobs. This project is directed to companies in the
sector of agriculture (meat industry, bee keeping, collection of plants and forest fruits, fishing and
farm establishing), tourism (support to small private hotels and motels and support to development
of rural tourism) and wood processing (support to companies dealing with manufacturing of
furniture).

Project of establishing of entrepreneurship clubs in primary schools, that is being implemented,
represents the beginning of creation of entrepreneurship society. In these clubs students in primary
schools are taught to be creative and their entrepreneurship spirit and capacities for teamwork
developed.

It implies gradual and complete removal of barriers that crate obstacles to employment and business development in
Montenegro.
!> Montenegro Economic Reform Agenda, pg. 36.
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2.3 Actions to be Taken in the Forthcoming Period

Adoption of the Employment Strategy in Montenegro is planned with purpose to successfully
resolve the unemployment problem.'8 Adoption of the National Program of Protection at Work is
also anticipated. Opening of new jobs and increase of company flexibility is the project that is being
prepared and is primarily targeted towards resolution of problems of redundancies through
measures and activities developed by the Employment Fund. This project also encompasses
activities related to business incubators, industry parks, free zones and incentives to investments.

With incentive measures for employers when employing persons with disabilities, by granting micro
loans under favorable conditions and construction of protective workshops for persons with
disabilities, the Government will encourage increase of employment of these persons and their
faster inclusion in social processes.

The goal of establishing of the Fund for Diaspora is strengthening of business cooperation with
Montenegrin Diaspora, based on mutual economic interest and establishing of conditions for
activation of huge potential of Diaspora in the form of ideas, knowledge and capital and to attract
more investments of Diaspora in Montenegro. This activity is being prepared.

Within the project “Incentives to the Successful”, two complementary activities are being prepared
and/or two forms of promotion of successful companies and entrepreneurs in Montenegro by
compiling a list of the most successful companies and proclamation of the entrepreneur of the year
on the national and regional level.

Establishing of industrial zones will encourage the opening of new companies that will be offered
with modern integral support. Similar activity is the opening of Internet Park and business
incubators that would facilitate development of ICT sector. Both of these activities are being
prepared.

On the occasion of implementation of all projects, special attention will be given to equal gender
treatment, employment of youth and employment of people in undeveloped regions of Montenegro.

' Montenegro Economic Reform Agenda, pg. 95.
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3 ANTICORRUPTION AND TRANSPARENCY
3.1 DPRS Priority Activities

General goal of all who deal with fight against corruption in Montenegro is to reduce the corruption
to the least possible level, to constantly monitor the process and to prevent negative influence of
the corruption on social development. Another important goal is creation of conditions for full
implementation of standards included in international documents of the Council of Europe and EU
in the field of anticorruption, conflict of interests and prevention of money laundering.

This goal can be achieved by:

e Strengthening capacities of bodies competent for fight against corruption. A set of laws and
regulations has been lately adopted in Montenegro that is largely reconciled with the
international practice and standards. However, full and proper implementation of these
regulations requires training of officers and furnishing of institutions in adequate manner, which
requires substantial financial resources that are not currently available.

e Increasing the level of information and education of citizens of Montenegro on this problem.
Successful resolution of the problem such as corruption requires creation of assumptions for its
clear identification and for establishing of appropriate attitude of citizens that corruption is a
criminal act both for the one taking bribe and for the one giving it and harmful to the entire
social and economic development. In order to improve the situation, constant and strong
education campaigns should be carried out whose target group would be all citizens of
Montenegro. In addition to public campaigns this problem should be treated through all types
of formal and informal education.

e Establishing of solid partnership between public, private and NGO sector in the society.
Although all these sectors are willing to cooperate, the cooperation requires establishing of
appropriate normative and institutional environment.

e Continuation and strengthening of international cooperation in fight against corruption.

3.2 Implementation of Priority Activities in the Period 2003-2004

In the previous activities on creation of legal framework for fight against corruption, the following
laws have been adopted or amended: Law on Public Procurement, Law on Prevention of Money
Laundering and Financing of Terrorism, Law on Accounting and Audit — working version, Law on
Conflict of Interest, Law on Financing Political Parties, Criminal Code, Law on Criminal Procedure,
Law on State Prosecutor, Law on State Employees and Officials, Law on Wages of State
Employees and Officials and Law on Witness Protection.

With regard to creation of institutional environment for fight against corruption and organized crime,
the following bodies have been established: Administration for Anticorruption Initiative,
Administration for Prevention of Money Laundering, Commission for Public Procurement,
Commission for Establishing Conflict of Interest and the institute of the Special Prosecutor for Fight
Against Organized Crime was established.
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In the field of international cooperation excellent cooperation has been achieved with a significant
number of relevant international institutions:

e Administration for Anticorruption Initiative is a full member of SPAI initiative for South Eastern
Europe,

e Relevant state bodies actively participate in the work of the Third Round Table of the Stability
Pact of South Eastern Europe.

Cooperation of the Government and Non Government Organizations has been established in the
sphere of fight against corruption and increase of transparency, though those have usually been
individual cases without existence of a strategy that would raise the cooperation to the level
necessary for efficient fight against corruption and organized crime.

3.3 Actions to be Taken in the Forthcoming Period

Although the set of laws regulating the problem of corruption and organized crime has been
significantly enhanced and elaborated, preparation and adoption of the Law on Free Access to
Information and the Law on Criminal Responsibility of Legal Entities are still to be prepared and
adopted. The need for amendments to already adopted Law on Conflict of Interest, Law on
Prevention of Money Laundering and Law on Public Procurement is also recognized. Particularly
important activity in the future period is adoption of the Strategy for Fight Against Corruption and
Action Plan for its implementation with the necessity for maximum political consensus concerning
their adoption.

It is necessary to implement public campaign for fight against corruption that should be
implemented by the Government and NGO sector as partners with the objective to increase the
level of information on the problem of corruption and increase of level of trust between institutions
implementing the project (the Government and NGO sector).

It is necessary to ratify the UN Convention on Fight Against Corruption within the shortest possible
period as one of the most significant international documents on which global approach to fight
against corruption is based. Following the impending completion of activities for accession to
Egmont Group, the Administration for Prevention of Money Laundering will become internationally
recognized financial intelligence unit.'?

Key activities, that are shortly to follow, include training of employees in the Administration and
obligors that are responsible to report to the Administration as well as upgrade of the data base in
accordance with the anticipated amendments to the Law on Prevention of Money Laundering.
Complexity of this field also imposes urgent establishing of a coordination body to monitor activities
in the field of money laundering, financing of terrorism and corruption. 8

'7 Montenegro Economic Reform Agenda, pg. 152.
'8 Montenegro Economic Reform Agenda, pg. 153.
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4 AGRICULTURE

41 DPRS Priority Activities

In the area of agriculture there are available resources of approximately 0.80 ha of agriculture or
0.29 ha of cultivable soil per capita, which are not adequately used and they represent one of the
main preconditions for the faster development. Long tradition in agriculture business combined with
large interest of young entrepreneurs to realize their entrepreneurship ideas exactly in the food
production is an important circumstance for this sector. Running behind modern techniques and
production technologies for decades, difficult economic situation in the country, fragmented
ownership, negligence of the private sector during the previous period, low level of farmer's expert
knowledge, poor infrastructure in villages and limitation of the processing capacities are seen to be
the main obstacles for faster development of agriculture.

Goals of the Strategy in the Agricultural Sector are to:

Provide safety of food supply to Montenegrin citizens,
Meet the needs of tourists in Montenegro,

Increase exports,

Increase competitiveness of domestic producers,
Balanced regional development of Montenegro,
Develop rural areas,

nclusion in regional and European integration processes

4.2 Implementation of Priority Activities for the Period 2003-2004

In the set of activities directed towards implementation of DPRS goals particularly important is
considered to be the adoption of the Law on Veterinary Practice in February 2004 that created
assumptions for health-safe products of animal origin and introduction of their production according
to the approach “from stable to table”. New Law on Organic Agriculture was adopted and activities
on preparation of the accompanying enabling regulations have almost been completed.
Implementation of the Decree on Criteria and Manner of Payment of Crude Milk resulted in
significant improvement of quality of purchased milk. Construction of the facility of veterinary
laboratory? is completed and activities for capacity strengthening of the Advisory Office for Plant
Production and Office for Cattle Selection are in progress as well as furnishing of veterinary and
agricultural inspection.

Reforms in the crediting policy of agriculture have already yielded noticeable results. Loan activity
was transferred from the Ministry of Agriculture to banks. The most significant loan support to
agriculture and food industry was through implementation of the program “Legalization of the
Existing and Opening of New Jobs”. Within the five credit lines (family farms in cattle- breeding,
plant production, industrially produced chicken and production of poultry meat, blue fish fishing,

19 Montenegro Economic Reform Agenda 2002. — 2007, pg. 38.
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and modernization of the existing and building of new capacities in agro-industry) 154 requests
were selected, and banks approved the credit in the amount of over 3 million euros. These
programs resulted in opening of 280 new jobs. Through the Directorate for Small and Medium
Enterprises, credit support was approved to 5 entities in the amount of 2.3 million euros.
Additionally, some Montenegrin commercial banks have started with provision of credit lines for
agriculture.?0

Several projects for strengthening of capacities in cattle breeding, plant production and bee
keeping are in progress. These activities are also followed by strengthening of manufacturing
capacities: construction of small factories for drying, processing and packaging of fruit and medical
herbs, construction of plant units for production of dairy products of high value, preparing of
slaughtering capacities for export and completion of construction of the Distribution center.

Organic agriculture is recognized in Montenegro as important development chance. Education of
producers is in progress along with the introduction of legal framework as well as training of
inspectors for organic production.

Other important activities in implementation are construction and improvement of rural roads,
programs ,Young Farmer® and ,Young Marriage Couples in Village®. Particularly important are
measures undertaken for improvement of market position of Montenegrin agriculture and providing
of assistance for compensation of agricultural damages.

4.3 Actions to be Taken in the Forthcoming Period

Agricultural sector needs to carry out intensive activities on upgrade of legal and regulatory
framework. Law on Health Protection of Plants, Law on Seeds, Law on Plants, Law on Wine,
Brandy and other Alcohol Drinks will be in focus in the forthcoming period. Special priority is given
to production of the Strategy of Agriculture Development and Strategy of Approaching Montenegrin
Agriculture and rural Development to EU.2" Also important activities in this sphere are redefining of
measures on protection of domestic agriculture, where the most important are: removal of non-
customs barriers, reconciliation of customs rates with requests of domestic producers and special
import tariffs. The goal is to reconcile protection of young Montenegrin agriculture with WTO
requests.

With regard to strengthening of institutional framework, preparations for establishing of information
system in agriculture are being carried out as well as establishing of Agency for Tobacco. The plan
is to work on the reform of partnership and incentives to other types of association of farmers.

Important segment is support to strengthening of competition of Montenegrin agricultural products
and exports including providing of subsidies for certain products. Special emphasis is put on
production of fish and seafood. Certain activities are to be carried out in this sphere on education of
producers on significance of international standards for increase of exports capacity and
introduction of quality standards for all agricultural products.

20 Montenegro Economic Reform Agenda 2002.-2007., pg. 38.
2! Montenegro Economic Reform Agenda 2002.-2007., pg. 193 i 195.
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Innovation activities are prepared with purpose to build trademark for products of organic
production: production of unique brand for Montenegrin organic products, establishing of Agency
for Inspection Supervision and Certification of Organic Agriculture. Support to programs of organic
agricultural production for the forthcoming period will be provided for in the Budget.

Defining and implementation of quality agricultural policy and meaningful implementation of
incentive measures require providing of quality statistics. Improvement of statistics on trade is also
key to successful negotiations for accession to WTO.

Package of statistical support to agriculture includes:

o Establishing of register of all agricultural producers that will represent the base for all other
types of registration and implementation of incentive measures in agriculture,

e Implementation of identification and registration of animals and implementation of system “from
stable to table”,

e Establishing of cadastre of agricultural plants, eg. vineyards, olives etc.

e Implementation of system of collection and analysis of market information in agriculture.
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5

5.1

REGIONAL, RURAL AND URBAN DEVELOPMENT

DPRS Priority Activities

Goals of DPRS from the regional and rural aspect are reconciled with the document Montenegro
Economic Reform Agenda and start from the goals defined under the “Strategy of Regional
Development of Montenegro” adopted by the Government of the Republic of Montenegro on March
24, 2005.

Basic goals of DPRS from the aspect of regional and rural development are to:

Accelerate overall economic development of the Republic through faster development of less
developed sub-regions and/or undeveloped regions,

Create conditions for more dynamic permanent development of less developed areas within their
available developmental possibilities and with the support of the Republic. Policy of reducing
regional differences in the development level should be kept within the framework.

Preserve and balance the number of inhabitants in areas at risk, and

Implement principles of sustainable development and preserve ecological balance.

The following areas have been established based on the existing resources and development
level of the region as the basic strategic directions for development of the least developed
northern region and reduction of poverty in it:

Development of transportation, technical and municipal infrastructure that represent a serious
cause of poverty in the region,

Development of social activities (health, education and judicial and other social institutions)
that are currently a factor that limits development and staying of population to live in the area
and consequently represent the important priority of future development of the region,
Development of agriculture (farming, cattle-breeding, fruit growing and soil cultivation: mini
farms, milk processing, bee keeping, fishing) and revitalization of village based on significant
resources of the area,

Development of sustainable mountain tourism (winter and summer tourism, eco-tourism,
sports tourism, agro-tourism, religious tourism, health tourism) and its linking with coastal
tourism,

Development of processing industry and in particular development of entrepreneurship
through concept of small and medium enterprises (production of organic health —safe food -
biological agriculture, processing of medical herbs and forest fruits, purchase and processing
of fruits and vegetables),

Ecological revitalization of environment and preservation of environment on ecological
principles.
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5.2 Implementation of Priority Activities in the Period 2003-2004

In line with DPRS, activities in the field of regional rural development targeted at reduction of
poverty include policies and measures both on republic and the local level.

Solutions to large problems of road infrastructure are being sought both within development projects of
construction of state roads??, and in projects for reconstruction and modernization of regional and
main roads. Works on ensuring more reliable electricity supply are in progress with special
emphasis on electricity supply to rural settlements that are inhabited throughout the year. Important
aspect of regional development is ensuring of regular water supply of southern region and other
rural areas of Montenegro, where significant results have been achieved and activities in this field
will also continue in the future period. Several projects for improvement of the system in the
Thermal Power Plant ,Plievija“, that are being implemented, will also have positive impact on
development in that part of the country.

Improvement of economic situation in rural areas is sought in projects of agricultural development
and village revitalization. Specific projects that have already been implemented are as follows:
strengthening of small and medium enterprises and organized purchase of agricultural surpluses.
Projects of mountain tourism development are in progress and they will activate natural and other
significant resources in mountain area (northern region) of Montenegro throughout the year. It is
also important to ensure even higher respect for regional development criteria in elaboration and
implementation of the overall and regional employment policy and key Government programs in
the field.

Local bodies have large responsibilities for development of municipal area and consequently for
poverty reduction in their area. Municipalities, primarily those recording negative demographic
flows should bring programs for poverty reduction that will establish concept of measures under
their competence for development of the area and creation of conditions to stop the process of
population reduction. Projects for construction of local roads, construction and maintenance of local
water supply and ensuring of more reliable supply with electricity, quality television transmission
and telecommunication connections are carried out on local level. Further to this, it is necessary to
have better coordination of activities of other sectors for improvement of quality and access to social,
health, education and cultural institutions to inhabitants of urban and rural settiements.

5.3 Actions to be Taken in the Forthcoming Period
Institutionalization of problems of regional poor development will be carried out through adoption of the

Law on Development of Undeveloped Areas and establishing of a special Fund for Development of
Undeveloped Areas.

22 Construction of highway Podgorica - Matesevo has multiple significance:

a.) It represents one of the most significant parts on the future highway Bar - Belgrade that has the significance of the
main road for integration of Montenegrin transportation space with the European one and b.) It connects the central part
of Montenegro and/or Podgorica with the north of the country, creating assumptions for faster development of the north
and at the same time takes off the burden from the road through Platije that, with regard to safety-security aspect and
frequency, represents the bottleneck of the road network of Montenegro.
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Implementation of economic policy according to sectors will be continued with the existing sources
of funds for development enhancement. The policy of faster development of small and medium
size companies in the area of less developed regions will be implemented within the framework.

Resolution of problems of transportation, technical, municipal and other infrastructure will remain in
the long run the important requirement of regional and overall development and for that reason
construction of regional roads will be continued, improvement of electricity supply and water
supply, system of removal and disposal of waste etfc.

Tax policy will provide for more favorable conditions for development of activity in undeveloped
areas. Specific measures will include tax exemptions for a certain period of time to new businesses
and newly employed workers, and a possibility will be reviewed to re-allocate a part of funds
accrued based on VAT to local self-government on the territory of which it was accrued. Reform of
local administration should enable decentralization of competencies in certain segments of
development and implementation of regional development policy. Credit-monetary policy will
support programs of employment and entrepreneurship in undeveloped regions.

Inclusion of Montenegro in flows of accession to EU will open new possibilities of access to
instruments for support of regional development.
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6 HOUSING

6.1 DPRS Priority Activities

Out of the principles on which the housing policy will be based, the following are especially
important for development and poverty reduction issues: creation of appropriate stable and
sustainable institutions and financing mechanisms; social safety net for households with low
income, which in fact means existence of public rental (housing) sector; and creation of sustainable
housing market.

Goals of the Strategy in the housing area are:

e Establishment of adequate institutional framework and of stable financing mechanisms;

e Development of social housing and of public rental sector;

e Integration of the existing informal settlements in the general urban system and prevention of
future illegal construction; and

e Improving the living standard through improving the settlements and maintenance of the
housing stock.

Activities regarding housing problems within urban development aiming at poverty alleviation have
been defined in accordance with the goals from the “Action Plan on Housing Policy” adopted by the
Government of Montenegro in March 31, 2005:

o Building capacities of local self-government to take over responsibilities for the overall social
and economic development,

o Building social dialogue among all relevant partners, (NGOs, trade unions, association of
employers and the poor) in purpose of improving management and decision-making system,

e Implementation of housing policy in order to ensure free selection of housing problem solution
in compliance with financial capability and needs of the household;

e Social safety for the households with low incomes, implying the existence of public rental
(housing) sector,

e Adjustment of urban and space planning of infrastructure taking into account problems and
needs of the poor.

6.2 Implementation of the Priority Activities for 2003 - 2004

Though significant improvement in this sector requires mobilization of resources to the long run,
the projects on social housing construction for the most vulnerable population categories, i.e. for
those who cannot buy or rent a flat, have already been underway. The Law on the Condominium
significantly contributed to the development of housing market.

Indicative investment plan of the Housing Policy Action Plan (the adoption of which is expected in
the first half of 2005) for the period 2005 — 2008 estimated that around EUR 10 million was needed
for temporary flats for socially vulnerable households (for app. 1,000 housing units). In addition,
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funds needed for construction of around 2,000 new housing units were estimated at around EUR
50 million, and funds needed for improvements in illegal settlements at around EUR 46 million.

6.3 Actions to be Taken in the Forthcoming Period

Reform of legislation framework is underway aiming at ensuring housing facilities for socially
marginalized categories and improving tenancy conditions. The Law on Social Housing, the Law on
Housing Cooperatives and the Law on Tenancy are in preparation phase.

In this field, housing construction planned for the households with low incomes will be continuously
carried out. Other important activity for improving housing conditions relates to prevention of illegal
construction and legalization and integration of existing informal settlements into the whole urban
system, implying infrustructural development of these settlement and improvement of utility
services.
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7 TOURISM

7.1 DPRS Priority Activities

Starting from the attitude that tourism is one of development priorities and pillar of developmental
concept of Montenegrin economy, the Government of RM at the end of 2001 adopted the Strategy,
and/or Master plan of tourism development by 2020. The Master Plan anticipates increase of hotel
capacities from the current 26,000 to 50,000 beds in 2010 and 100,000 beds in 2020, striving to
observe the international standards of hotel accommodation that will respond to complex requests
of guests from the Western and Central Europe. The plan is to increase the number of overnights
from the current 4.4 million to 11.4 million in 2010 and/or to 20.9 million overnights in 2020. Directly
or indirectly, 75,000 new jobs will be opened based on tourism.

The assessment of the World Tourism and Travel Council (WTTC) is that the share of tourism in
creation of gross domestic product in 2004 was 15% while the overall income was 214.7 million
euros. WTTC estimated capital investments in 2004 into Montenegrin broader economy generated
by tourism to 36.7 million euros or 19% of total investments. Furthermore, WTTC anticipates
growth of 10.3% per annum in overall demand of travels and tourism, which, if realized, will make
Montenegro the country with tourist economy developing at fastest rate in the entire world in the
following decade.

The Government of the Republic of Montenegro and Ministry of Tourism are implementing regular
activities on the plan of establishing business relations with foreign partners on permanent bases
through investment of capital in tourist capacities. Basic priorities in the tourism development policy
of Montenegro are fast privatization and creation of assumptions for direct foreign investments.

Basic goal of DPRS taken over from the Master Plan is creation of sustainable tourist product that
would result in gradual increase of number of guests, accelerated increase of revenues and
opening of new jobs.
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Graph 22: Number of tourists in Montenegro in 2002-2004.
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7.2 Implementation of the Priority Activities for the Period 2003 - 2004

According to DPRS priorities, activities on preparation of the Strategy for integral management of
coastal zone for Montenegro are in progress and preparation of the Strategy for development of
nautical tourism is planed in 2005. Preparation of the remaining, more than 30 enabling
regulations, rules and registries that should enable full implementation of the Law on Tourism
adopted in 2002 continues. Law on Tourist Organizations and Law on Temporary Residence Fee
were adopted in 2004. Preparations for adoption of amendments to this law are almost brought to
the end. The Council for Tourism was established as the broadest institutional framework for
running the tourism policy. Ministry of Tourism supports establishing of local tourist organizations
- 12 have been established so far and in four municipalities the procedure of establishing is almost
completed.

Privatization of a part of hotel capacities is already completed, several tenders have been
announced and some are being prepared. Cooperation with the Employment Fund and Directorate
for Small and Medium Size Enterprises on providing credit lines for tourist companies has been
continued. The project of establishing and putting together quality offer in private accommodation
will make this segment more interesting for the demanding foreign market.

Project of adoption of the World Tourist Organization (WTQ) symbol system started with putting up
of tourist signage on main roads and in main tourist municipalities and activities also continue in
other cities. Measures for cleaning and space organization and campaign for improvement of
beach quality are in progress in cooperation with local communities.

Total revenues from tourism (in mil €)
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Graph 23: Total income obtained in tourism in 200-2004.

7.3  Actions to be Taken in the Forthcoming Period

Special Coastal Zone Plan is being prepared and it will make the problem of spatial development of
coastal zone understandable. Adoption of Rules on Classification, minimum requirements and
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categorization of hotels and restaurants is in progress. Activities for meeting of requirements for full
membership to WTO continue.

Implementation of projects for strengthening of specific forms of tourism such as rural tourism,
nautical tourism, health tourism, cultural tourism, construction of golf playground and eco tourism
will contribute to diversification of tourist product.

Support to strengthening of sustainable tourism in the north of the country will be implemented in
the following period by providing loans and donations and providing of technical assistance to small
and micro companies and larger investments in preservation of protected areas. Promotion
programs will be implemented for specialized activities such as rafting, mountain climbing,
paragliding etc.2® It is necessary to take into account the needs of tourism in the entire country
when establishing priorities for infrastructure development.

Analysis of the possibility to amend the VAT Law is in progress in order to enable the sector of
tourism to treat foreign turnover as exports, which is in accordance with practice of many countries
and should result in removal or reduction of VAT rate on this category of tourism turnover

The ongoing marketing campaign for promotion of Montenegrin tourism should be continued and
extended particularly to Western Europe markets and within these activities promotion of national
trademark that would contribute to clearer image of Montenegro abroad should be developed and
implemented.

Preparations for modernization of education programs at University and high schools educating
staff to work in tourism are in progress.

2 Montenegro Economic Reform Agenada 2002 — 2007, pg. 183.
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8 TRANSPORT

8.1 DPRS Priority Activities

Fundamental principles of the new transport policy include efficiency, access to transport services
and networks, and support to sustainable economic development. Moreover, the transport policy
will be based on the principle of equal and equitable distribution of benefits from transport
interventions among all segments of the society.

Strategic objectives of the transport sector:

e The integration in the European transport network (trans-European corridors V or X),

e Upgrading of links with countries in the region, and creating of an efficient transport system.
The Strategy objectives are:

o Create conditions for transport sector development and enhance transport efficiency and
safety

e To upgrade the road infrastructure and its maintenance, primarily in the northern region
and

e To start harmonizing domestic legislation and regulations with the EU one.

8.2 Implementation of Priority Activities for 2003 - 2004

According to the DPRS prioritization, in previous period a great attention has been paid to
preparation of new legislations for all transport branches. The Law on Railway and the Law on
Roads have been completed while the Law on Road Transport is in adoption procedure. In
compliance with legislation the State Road Directorate has been established. 2* The Government
has constituted The Maritime Safety Directorate. In addition, the reconstruction and modernization
of the airport have started, while considerable, though insufficient, funds have been invested in the
maintenance and reconstruction of roads.

8.3 A Actions to be Taken in the Forthcoming Period

Among projects related to sector policy, regulations and management, it was assessed that the
following are of high priority: preparation of transport strategy, primarily preparation of the Road
Infrastructure Development Strategy?5, Railway Infrastructure Development Strategy and the
Strategy on the privatization of Railways of Montenegro.26 Series of new legislations within railway
and maritime transport as well as improvement of management and increase in efficiency in

** Economic Reform Agenda in Montenegro, 2002. — 2007, page 230.
» Economic Reform Agenda in Montenegro, 2002. — 2007, page 231.
%6 Economic Reform Agenda in Montenegro, 2002. — 2007, page 234.
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transport companies are planned to be realized. Also, development of necessary legislation will be
carried out in air transport.2’ Especially important activities in preparation phase are related to
diversification of funding transport infrastructure and encouragement of private sector involvement.

Program of urgent measures for backlog maintenance of main and regional roads has been
determined as a project with the highest priority (with total cost of EUR 23.5 million and ongoing
negotiations with potential creditors), while rehabilitation of the main road from Podgorica to the
north of the Republic was also assessed as a high priority project. Other investment heavy and
high priority projects include regular road maintenance, measures for rehabilitation and
modernization of railways, and measures for revitalization of maritime transport. At some sections
construction of new roads is underway.

7 Economic Reform Agenda in Montenegro, 2002. — 2007, page 239.
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9 ENERGY

9.1 DPRS Priority Activities

Basic principles of the reform are security and reliability in power supply under fair and reasonable
prices, protection of interests of the economically and socially least privileged categories of
population, and environmental protection. This in fact calls for introduction of economic or market
principles on one hand, and integration of the principles of social and environmental policies into
energy sector on the other.

Strategy objectives for the energy sector include:

¢ Improving general conditions for the functioning of energy sector,
¢ Increasing the power supply reliability, and
e Increasing energy efficiency and improving energy sector environmental performance.

9.2 Implementation of the Priority Activities for 2003 - 2004

An important step in sector reform was made in 2003 through the adoption of the new Energy Law.
Preparation of the Strategy for energy development of Montenegro is underway, as well as the
establishment of administrative mechanisms for its implementation.?8 The independent Regulatory
Agency has been established, while restructuring of energy sector enterprises (Electricity Company
of Montenegro - ECM, Pljevlja Coal Mine) is ongoing. Tariffs are approaching market levels, and
the problem of subsidies for the key consumer (APP) is being worked at. Linkage with regional
market is one more current activity, which will contribute to strengthening energy sector in
Montenegro.

As for the measures for more reliable electricity supply, some measures for reduction of technical
and commercial losses have been undertaken. At the same time, a project for the renewal of power
grid (especially of transmission network) is being implemented, with the total investment of EUR 13
million (out of which an EIB loan accounts for 11 million). Preparation of programs of targeted
subsidies for poorest population is underway, and so as the preparation of the National plans for
saving and energy efficiency. In this filed a pilot project on wind energy utilization has been
completed. Current activities on building capacities of the Unit for energy efficiency will contribute
to rapid appliance of modern access to these resources.

9.3 Actions to be Taken in the Forthcoming Period

Adoption of the by-laws with reference to the Law on Energy as well as adoption of the legislation
to regulate establishment of energy facilities are the most important forthcoming activities. In the
next period, series of measures and project will be implemented aiming at encouraging more cost-
effective energy use, energy saving and increase in energy efficiency. Especially important among
these activities is education campaign for population and industry. Also, privatization of Pljevlja

8 Economic Reform Agenda in Montenegro, 2002. — 2007, page 37.
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Thermal Plant and Pljevlja Coal Mine is to be carried out soon. Further reforms in market relations,
primarily when it comes to design and establishment of electricity market?® are important
prerequisites for sustainable development and self-financing of the sector, and are therefore a
basis for attracting necessary investments and ensuring fiscal sustainability.

The program of protecting the poor, i.e. introduction of targeted subsidies in order to cover a
portion of their consumption will be developed concurrently with the social policy reform. The
subsidy program will be designed and monitored based on household surveys, i.e. on the data
about the share of electricity expenses in the budgets of households below and/or around poverty
line (heating method and quality of heating will be also monitored).

As a part of the efforts to build statistical capacity for monitoring Strategy implementation, it is
necessary to strengthen Monstat and Ministry of Economy capacities in order to ensure precise
and continuous monitoring of consumption data for all types of energy sources (overall
consumption and by sector).

¥ Economic Reform Agenda in Montenegro, 2002. — 2007, pages. 226-7.
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10 WATER SUPPLY AND SEWAGE

10.1 DPRS Priority Activities

Reforms within water supply and sewage sector are based on the principals of equity, access to
drinking water (as per both quantity and quality), as well as principles of water resources
preservation and environmental protection. The introducing of market conditions will proceed along
with changes in legislative and institutional frameworks, where the state will act as a regulator and
protector of interest of the economically most deprived population categories (through well
structured tariff and subsidy policy). Moreover, the application of “user’ and ‘polluter pays”
principles, and the EU accession process are crucially important for sector’s reform.

Basic objectives of the PRSP regarding water supply and sewage are:

e To improve the legislative framework and to start the process of harmonizing it with the EU
legislation,

e To improve the efficiency, management and financial operations of service providers,

e To enhance the accessibility and quality of water supply services, and

e To protect human health and the environment

10.2 Implementation of the Priority Activities for 2003 - 2004

Strategy Master plan for waste management has been adopted at republic level®® and so as the
strategic Master plan for dealing with wastewater problems in the coastal region has been adopted,
estimating priority investments in the period 2004 — 2008 at around EUR 28 million. Strategic
document for wastewater in central and northern regions is in the final stages. Collection of water
recompense is significantly improved, while the activities in this field are prolonged.

In water supply and sewage sector, several important investment projects have either been
implemented or are ongoing during 2004 and 2005, mainly in coastal municipalities. Through the
implementation of urgent measures for better water supply in the coastal region (including
reduction of losses), around EUR 7 million has been invested (from domestic sources).
Implementation of the project for upgrading the water supply and sewage systems in Budva and
Kotor municipalities is ongoing (an international donation of USD 8 million). At the same time,
some smaller scale projects for improving water supply have been implemented in rural areas as
well as in informal settlements and settlements where some marginalized population groups live.

10.3 Actions to be Taken in the Forthcoming Period
Basic activities with regard to the improvement of regulatory framework in this sector will relate to

completion of the legislation for restructuring and commercializing Public utilities, creation of
legislative prerequisites ensuring involvement of private sector in delivering these services as well

3% Economic Reform Agenda in Montenegro, 2002. — 2007, page 247.
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as identification of disparities to be harmonized with EU directives. In 2005 development of Master
Plan for water supply in Montenegrin coastal region. In addition, building of the Public utility
capacities, development of regional cooperation as well as preparation of the investment strategy
are also underway. Public utility prices will be gradually increased up to the level of real costs
coverage.

Projects of construction and rehabilitation of water supply and sewage systems in the coastal
region and for the parts of settlements where marginalized population groups live were seen as the
ones with the highest priority. Further priorities include projects related to reduction of losses in
water supply systems, capacity building projects for service providers, necessary changes in
relevant laws and regulations, as well as improvements of water supply in rural areas. The initial
phase of implementation of strategic Master plan for dealing with wastewater problems in the
coastal region and municipality of Cetinje has started, while the adoption of strategic Master plan
for sewage and wastewater in the central and northern parts of Montenegro is also anticipated.3!

3! Economic Reform Agenda in Montenegro, 2002. — 2007, pages 245-247.
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11 ENVIRONMENT

11.1 DPRS Priority Activities

The right to healthy environment and sustainable development principles are rationale for the
environmental and natural resources management activities. The Strategy objectives include:

e Improvements in the legislative and institutional frameworks for the environmental
management,

e Improvements of the environmental management system efficiency,

e Implementation of priority projects aimed to reduce pollution and environmental
degradation, and

o Strengthening of policies and practices for sustainable use of natural resources.

11.2 Implementation of the Priority Activities for 2003 - 2004

During the past period, a series of activities linked to the first goal of the Strategy were
implemented, and important legal and institutional reforms are thus expected in 2005 and 2006.
These activities primarily refer to preparation of new laws on environmental impact assessment
(including strategic assessment), air quality, and waste, as well as to preparation of integrated
pollution prevention and control act and the law on environmental fund. Establishment of
Environmental Protection Agency is also planned for 2006.

Strategic master plan for waste management has been adopted (necessary investments for 2005 -
2009 period have been estimated at EUR 47 million), while funds for rehabilitation of existing and
for construction of regional landfill for coastal municipalities have been provided earlier (total
investment until 2008 is USD 9.5 million, out of which an IDA World Bank loan accounts for 7
million). Feasibility study for rehabilitation of Mojkovac and Gradac tailings disposal site has been
completed.

11.3 Actions to be Taken in the Forthcoming Period

However, important tasks related to strengthening the environmental management system are yet
to be realized. Upon the adoption of the set of new separate legislations, it will be necessary to
amend the Law on Environment Protection and so as to harmonize and implement the by-laws in
competence of the Ministry of environment Protection and Urban Planning.32 Also, the Strategy for
monitoring environment issues is about to be developed. Establishment of the Agency for
Environment is planned to take place in 2006 and it will be comprised of all existing institutions
specialized in this field. Important action is to build capacities in the Ministry and local government
services and improve cooperation among ministries (over National Council for sustainable
development and by establishing thematic bodies).

32 Economic Reform Agenda, pages 142 - 143.
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Other priority projects include: continuation of the planning system reform; preparation of
sustainable development strategy; projects related to biodiversity and protected areas
management; further harmonization of regulations with EU standards; institutional capacity building
and strengthening the environmental management system through better law enforcement, better
access to information and increased public participation in environmental decision making;
regulating the issue of past pollution in privatization; strengthening of information and monitoring
systems®0; and similar.

In the series of infrastructural projects, the most significant are rehabilitation of existing and
building of regional waste disposal sites at the coast, reconstruction of the plant for wastewater
treatment in Niksic as well as sanation of the most dangered waste disposal sites.

%% Economic Reform Agenda in Montenegro, pages 146 -147
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12 FOREST AND WATER RESOURCES MANAGEMENT

12.1 DPRS Priority Activities

The improvement in forest and especially in water resources management requires significant
changes to both legislative and institutional frameworks. In the case of water resources
management, for instance, harmonization with the EU standards and introduction of the river basin
integrated management will bring about major modifications. The legislation and institutional reform
process related to forest resources are more advanced, but some major changes still lie ahead.
One of the key issues in financing area is the need to set concessions and other forms of
compensations in a manner that will provide for the sustainable resource use.

Strategy objectives for forest and water resources management include:

e Improvement of the legislation and institutional frameworks; enhancement of measures
and instruments used in forest and water resources management,

e Strengthen sustainable management of forests and other forestry resources, and obtain
certificate for sustainable forestry,

e Provide support to the development of economic sectors and activities based on controlled
and sustainable use of forest and water resources, and

o Strengthen sustainable management of water and other water resources.

12.2 Implementation of the Priority Activities for 2003 - 2004

The most significant activity initiated in the past period in forest management is introduction of
standards according to Forest Stewardship Council (FSC) methodology. At the same time, some
activities for improving the fire protection system and for rehabilitation of degraded forest areas
have either been implemented or are ongoing. Regulatory agency for water resources has been
established, and a study for rehabilitation of eroded areas and management of torrents has been
prepared.

12.3 Actions to be taken in the forthcoming period

Introduction of FSC standards and preparation of forestry strategy were assessed as priority
projects in the area of forest resources management. As far as water resources are concerned,
priority is given to the adoption of the new water law (harmonized with the EU Water Framework
Directive), as well as to further development of the project on integral management of risks from
erosion and torrents in Tara and Lim river basins. Other projects that were assessed as high
priority include measures for better law enforcement, especially when it comes to unauthorized
exploitation of forest and water resources, introduction of geographic information system for
forests, forest illnesses prevention measures, projects for rehabilitation of degraded forest areas
and similar.
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Special segment is related to measures of support to the improvement of economic forest and
water utilization based on the principals of sustainable development. Within forestry sector, the
forthcoming activities will be restructuring of the companies for forest cutting and wood-processing
33, and encouraging seedling production development. Next significant project is related to
introduction of water management information system.

3 Economic Refom Agenda in Montenegro, page 201.
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13 EDUCATION

13.1 DPRS Priority Activities

Reform of all levels of education in the Republic of Montenegro started in 1999 with the
comprehensive goal to build the system that will provide for quality education of all children,
improvement of level of knowledge of all children, improvement of level of knowledge of adults
enabling better life to them and their families. Principles on which education reform is based are:
decentralization of the current system, equal right to education of all persons regardless of the
gender, social —cultural origin, religion, physical and psychological characteristics etc as well as
choice with regard to personal capacities.

The reform means introduction of standards, introduction of system for providing of quality, human
resource development, lifelong education, flexibility, vertical and horizontal movement in the
system, adjustment of programs to education levels, intercultural education and gradual
introduction of changes. Reform priorities set under DPRS in order to respond to problems in the
education system arise from detailed assessment and analysis of situation in education prepared
during the survey according to DPRS model.

New education system will be designed in the manner to respond to individual needs of every child
and to needs of different target groups particularly those who are victims of social discrimination.
Groups at high risk, who are in adverse position with regard to acquiring adequate education level,
comprise refugees, children from rural environment, Roma, children with special needs and those
who are under constant care.

Social goals in education include:

e Training of population that will give its own contribution to economic growth (increase of social
product, employment, improvement of living standard etc.),

e Building of attitudes and positions based on principles and norms of civil and democratic
society,

e Creating awareness on the need and importance of lifelong learning with purpose to follow the
needs of labor market,

e Improving of connection between the education and labor market.

Education goals include:

e High degree of graduation of students who acquired quality knowledge,

e Increase of rate of students enrolled in high schools following the completion of primary
education,

e Increase of number of students that will acquire, keep, understand and apply acquired
knowledge and skills,

e Increase of admission rate to pre-schooling institutions, particularly for categories of population
in social need,
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e Provide incentives and satisfaction to teachers.

Activities of the Ministry of Education and Science, on-site school, association of parents and local
community for providing conditions for implementation of new program of primary schools in
duration of 9 years will result in increase of admission rate from 96.9% in 2002i, 97,6% for 200, to
99% by 2015.

Enrolment Rate in Primary Schools

99+

98,51

98+

97,51

97+
96,51
961

95,5+
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Graph 24: Admission rate in primary schools in the period 2002-2004.

Reform of University education includes:

e Introduction of European Credit Transfer System (ECTS),

Development of scientific and professional criteria for acquiring academic qualifications as well
as indicators and criteria for academic promotion,

Providing of quality,

Membership in COEBS (Computerized studies on Environment),

Training of teachers before service,

Furnishing of workshops in schools, classrooms, and computer rooms.

13.2 Implementation of Priority Activities for the Period 2003 - 2004

Legal framework in the education sector has been recently complemented with the adoption of the
Law on Upbringing and Education of Children with Special Needs and adoption of accompanying
enabling regulations for the law is in progress.

Along with creation of conditions for increase of scope of children in pre-schooling, primary and

secondary education, preparation of draft project has been completed while preparation of terms of
reference and provision of necessary funds for construction in progress.
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Measures that will facilitate completion of primary school and continuation of education are in
implementation: enabled access to primary education for all children and education that
encourages respect for national values, history and culture of everybody. Increase of scope of
high school students has also been significantly implemented.

In the process of modernization of vocational education, it is significant that the share of practical
teaching in three-year vocational schools has already been increased to 50-60%. Further reforms
in this process will facilitate inclusion of social partners in the process of management, decision-
making and financing of vocational education.

Complexity of unemployment problem requires Strategy for Education of Adults that is being
developed. Large progress was achieved with establishing of centers for training and re-training of
adults. Reaching of agreement with social partners and in particular with employers enabled for the
space to be found for the centers as well as purchase of modern curriculum while training of
teachers for special requirements of this type of education is in the course.

Within the activities for strengthening of education quality, improved conditions for additional
training of teachers and school directors have already been provided. With purpose to strengthen
economic efficiency of the system, the process of rationalization of the Ministry of Education and
Science and establishing of new institutions of the system, specifically Institute for Education and
Center for Vocational Education is being implemented.

13.3 Actions to be Taken in the Forthcoming Period

Adoption of the Law on Certification System is the important activity to follow in the education
sphere.®* In accordance with the Draft Law on Amendments to the General Law on Upbringing and
Education, Montenegro Examination Center will be established in 2005 as the autonomous
institution for external assessment and test of students’ achievements.35

Expansion of space capacities of pre-schooling institutions, that will also include the restoration of
the existing objects, will start in the forthcoming period. This will enable increase of scope of
children from poor categories, Roma children and children with special needs. This will require the
space for opening of private pre-schooling institutions as well as for inclusion of local communities
in the system of financing of pre-schooling education. Construction of new primary and secondary
schools will start in the forthcoming period.

These activities are going on parallel with the rationalization of school network while activities for
reconciliation of the number of schools with demographic flows and standards of education process
are being carried out. Activities for reduction of the number of employees have been undertaken
and establishing of mechanisms for participation of local communities in financing education is to
follow.

Measures that will facilitate integration and education of children with special needs are being
worked out for implementation of the concept of inclusive education. Database that will follow up

3* Montenegro Economic Reform Agenda, pg. 206.
35 Montenegro Economic Reform Agenda, pg. 210.
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education of children with special needs and their further inclusion in the community will also be
developed. A range of activities whose implementation will enable larger scope of Roma children
in primary education is already being developed.® Establishing of scale that will take into account
financial and social status of a family on the occasion of providing for assistance for financing of
education is still to go.

Forthcoming activities in modernization of education are seen in higher integration of general
knowledge in vocational subjects and adoption of problem approach in training. Modular structure
will be established for the existing and new education programs and it will facilitate acquiring of
professional qualifications. Preparation of 4 education programs for civil construction sector, 4 for
wood processing sector, 3 for agricultural sector and 1 for tourism is planned for the future period.37
The plan is to establish system of evaluation of informally acquired knowledge and qualifications.
Introduction of optional subjects that will be taught all four years in high schools is also to follow.

Education of new generation of managers and introduction of management information system will
follow in the sphere of capacity strengthening of teachers and management staff.

Inclusion of ICT in education process is a complex activity that is already being carried out,
specifically through inclusion of ICT in teaching plans and programs. The plan is to enable all
participants in the education system to acquire basic ICT skills and to train the teachers and
trainers for implementation of ICT in teaching. By the year 2010, all schools will get computers and
access to Internet. Particularly emphasized is the need to facilitate the access to ICT to children
with special needs and poor children.

In view of the fact that duration of studies is one of the most visible symptoms of the situation in
University education, conditions are being created that students complete their studies within the
deadline and system of incentive measures for students graduating in time is being prepared.
Attention will also be paid to improvement of accommodation capacities in student dormitories.

Introduction of measures for incentives to participation of private initiative in education is in
progress and will be intensified with appropriate attention to ensure the quality and control of
standard.

3¢ Montenegro Economic Reform Agenda, pg. 212.
37 Montenegro Economic Reform Agenda, pg. 205.
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14 HEALTH

14.1 DPRS Priority Activities
Basic goals of DPRS in the health sector are to:

Preserve and improve health of population,

Define national goals for reduction of inequality in health and

Improve health protection of population groups that are in unfavorable position,
Reduce inequality in health by improving health of vulnerable categories of society.

Goals of the Strategy in health sector are harmonized with Millennium development goals and goals of
the World Health Organization defined in documents “World Health Declaration” and “Health for All in 21
Century”. Strategy of health policy set under these documents is primarily based on achievement of
faimess in health.

Document Montenegro Strategy for Health Development anticipates equal access to health services
under basic contents with respect for principle of solidarity. Every citizen of Montenegro will be entitled
to services included in the basic package under equal terms.

Health reform will include all important elements of the health system through:

e Development of sound public policy that needs to make the citizens responsible for their health,

e Improvement of equality in access to health services and improvement of access to health
protection in the most acceptable and equal manner,

e Increase of effectiveness and efficiency of health system,

e Improvement of quality services in health, particularly for groups in social need that need to
have provided health protection of the same quality as other parts of population,

e Strengthening of financial system stability and within the goal provide financially accessible
health services for groups in social need. Implementation of this goal requires reorganization of
the Republic Health Fund with purpose to finance and administer basic package of health
protection.

14.2 Implementation of Priority Activities for the Period 2003 - 2004

Reform process of the system of Primary Health Protection in Montenegro has already started and a
large number of projects arising from the reform process have already been implemented or are in the
process of implementation. In accordance with reform priorities that are designed based on goals and
principles of DPRS in Montenegro, classification of specific activities and projects has been carried out.

Significant results in the reform of legal framework in health were achieved in the previous period. The
Law on Health Protection and the Law on Health Insurance are of particular prominence that laid
foundation for the continuation of reform processes in the health system. This law is followed by the
Basic Package of Measures of Health Protection and Rules on Exercise of Rights from Health
Protection as well as other documents that will ensure the process of implementation of health system
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on the primary level of health protection and gradual spreading to other levels of health protection. The
new Law on Health Insurance significantly improved the flexibility of financing heal protection particularly
for population categories in social need.

Other laws govern some of the most important segments of the health protection system. The Law on
Medications and Medical Instruments was adopted while regulations on production, trade and control of
medications, list of medications and guidelines for their purchase and use are to be adopted. Law on
Mandatory Records in health sector is being prepared and its implementation will significantly improve
the system of collection of statistical data on population health and facilitate monitoring and control in
functioning of the health protection system.

Within the activities on amendments and modernization of legal framework in health, the Law on Control
of Smoking, Law on Rights of Mental Patients, Law on Contagious Diseases, and Law on Protection
from Noise were adopted.

In the sphere of reform of system of provisioning health services —strengthening of preventive and
primary health protection, it is significant to note the adoption of programs for improvement of structural
organization of primary health protection.®Program of reform of primary health protection system is
aimed at providing improvement of primary health protection and allocating funds for reorientation of the
entire heath system towards larger user of service potential of the first level of health protection.

Certain documents that are deemed to be reform elements are still in the procedure: Action plan of the
reform implementation in health system as well as Network of health Institutions. Master plan of health
development and Master plan of human resources — plan of specializations are also in the procedure.

Reform of the system of financing health is heading towards defining of stable sources of funds for
health protection of uninsured displaced persons and refugees. The project of defining criteria for
financing health protection is being carried out. Planning methodology in health is being prepared and
the basic package of measures of health protection on the Il and Il level is being reviewed as well as
standards and norms for secondary and tertian level of protection.

The most significant step forward in the reform of health protection system in the previous
implementation of the Strategy was made by establishing the Institute for Public Health that would be
the initiator and the institution in charge of a range of further activities on the reform and modernization
of health in RM.

Establishing of the Institute will facilitate and accelerate the work on a set of documents and projects in
different segments of health protection. The Strategy for prevention and smoking control is to be
adopted within a short period of time and the Strategy for prevention of HIV/AIDS is in procedure, while
the strategies for reproduction health and safe food are in the stage of preparations.

With purpose to preserve and improve health and prevent diseases of persons who are continuously in
unfavorable position or persons who are in unfavorable position only one period of their lives, activities
will be continued on development of national programs and strategy for particularly vulnerable groups

¥ Montenegro Economic Reform Agenda, pg. 217.
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such as: Decade of Roma Inclusion with the Action plan, Strategy for Health Improvement of Mother
and Child, Strategy for Violence Prevention, Program “Violence and Health” and other.

Due to large burden on health units, prominent health needs of old people and measures for
rationalization in the health protection system; solution for the problem of health protection of the old can
be sought in integration of services of social and health protection for the old in the forthcoming period.

14.3 Actions to be Taken in the Forthcoming Period

The following legislation is to be adopted in the forthcoming period: Law on Ambulance Service, Law on
Transfusion, Law on Safe Food, Law on Pregnancy Termination and the Law on Assisted Reproduction
Technologies and the Law on Prevention of Use of Narcotics, Law on Protection from lonic Radiation.

Reform of the System for Provisioning Health Services — Strengthening of Preventive and
Primary Health Protection

Important additional element for support to reform process and ensuring quality of health protection will
be establishing of Health Council that is to follow. Administration for Medications will be established in
the future period. Work on the Strategy “New Public Health* is about to start as well as the Strategy of
Safe Blood and Strategy for Providing of Safe Food, Strategy for Prevention of Traffic Traumas,
Communication strategy and other.

Necessary step for setting up of control system in health is establishing of the Commission for
Accreditation and Control of health protection quality in RM. The project of improvement of quality
services in health and project of professional standards, protocol and clinical guidelines are planned
with purpose to improve quality of operations.

Of particular significance in the forthcoming period will be the program of rationalization in health on
secondary and tertian level and the project of reorganization and privatization of dental and
pharmaceutical sector. It is expected that at the end of 2006 conditions will be created for introduction of
private health insurance, which will contribute to improvement of quality of health services and cost
reduction.3?

In the forthcoming period several projects will be targeted at solutions of health protection of old people.
The following projects are in plan: improvement of health of the old, establishing of nurseries for care of
old persons and establishing of daily centers for this category. Projects whose implementation is to
follow encompass: improvement of health of handicapped, project of protection and improvement of
health of persons in marginal situations, project "Violence and Health” as well as projects for prevention
of AIDS and tuberculosis.

3 Montenegro Economic Reform Agenda, pg. 219.
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V CHAPTER: ACTION PLAN ON THE IMPLEMENTATION OF THE DEVELOPMENT AND POVERTY
REDUCTION STRATEGY IMPLEMENTATION PROGRESS REPORT FOR 2003-2004
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No

Projects

Activities

Bearers

Realization

Macro-economic fiscal framework

Adopt the Law on amendments of the Income

1 Tax Law Ministry of Finance Realized
2 | Adopt the Law on Profit of Corporations Ministry of Finance Realized
3 | Adopt the Law on Excises and VAT Ministry of Finance Realized
4 | Adopt the Law on Real Estate Tax Ministry of Finance Realized
5 | Adopt the Law on State Auditing Institution Ministry of Finance Realized
6 Adopt the Law on erbtness and Ministry of Finance Realized
management of public debt
7 Develop statistical and information system in MONSTAT Realized
Montenegro
8 Introduce GDI? calculation system in MONSTAT Realized
accordance with SNA system
9 Enaple .the ICustomls Directorate for Ministry of Finance Realized
monitoring international exchange
Ministry of Finance
i i Tax Administration
10 Introduce income model Abollsh the Payment Bureau and implement new X Inistrati Realized
income model Customs
Ministry of Internal Affairs
11 | Restructuring Tax Administration Implementation of IT system in Tax Administration Tax Administration Realized to significant extent
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Passing regulation requiring appliance of IFAC
standards for cash accounting

12 | Introduce provisions on financial operations Adoption of the Law on civil servant's salaries Ministry of Finance Realized to significant extent
Budget programming
Expenditures management and control (internal and .
X Realized
external audit)
Improve fiscal policy ) ) . o . ) )
13 Establishment of National Auditing Institution Ministry of Finance Realized
GFS reporting systems at all levels Realized to significant extent
Improvement of budget execution Realized to significant extent
Introduce regular monthly reporting on fiscal trends Realized to significant extent
. . . Realized to significant extent
Improve planning of public resources Reform of the taxation system
14 | allocation ) . Ministry of Finance .
Tax policy annual audit Realized
Medium Term Expenditure Framework (MTF) Realized to significant extent
Implementation of the programming budget Realized to significant extent
Development of Treasury System and Treasury Realized to significant extent
Accounting
15 | Improve transparency Reorganizetion of the Ministry of Finance according to Ministry of Finance Realized
functional items
Involvement of the off-budget funds into budget Realized
process
Regulation of payment system with foreign countries Realized to significant extent
i Realized to significant extent
. Regulation of money market
16 Improve monetary policy Central Bank of Montenegro

Further cooperation with international financial
institutions

Realized
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State Administration and Judicial System Reform

Adoption and implementation of the Law on state
administration reform

Development of the structure and ethic code of
civil servants

Government of Montenegro
(GoM)

Realized to significant extent

Partly realized

Implement state administration reform Adoption of the Law on Civil servants Ministry of Justice Realized
17 | (State administration reform and Establishment of Personnel Directorate . y , Realized
management modernization) Assessment and development of the system for Ministry of Finance
R P y Public Relation Agency (PR In preparation
awarding civil servants
Agency)
Training of civil servants Partly realized
Internal communication campaign In preparation
Adoption of the Law on amendment s of the Law Realized
on local governance
Adoption of the Law on funding local governance Realized
Establishment of the Commission for funding Realized
local governance GoM
Installation of the basic information packagesin | parliament Realized
municipalities - .
Implement local government reform un |p. " Ministry of Justice
18 | (decentralization of state and public Installation of temporary system for Treasury Ministry of Finance Realized

administration)

management

Establishment of professional state service and
standards at local level

Implementation of stable and sustainable system
for funding local governance

Improvement of the quality of service delivery

Facilitate business transaction operations

Ministry of Internal Affairs
Treasury
Municipalities

Partly realized

Partly realized

Partly realized
Partly realized

19

Adopt the Law on inspection

Ministry of Justice

Realized
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Creation of flexible and efficient web page of the

Carry out due information campaigns on 9= PR Agency .
20 the work of the government Government of Montenegro and the majority of oM Realized
other state authorities
Implementation of constitutional and legislative
framework reform Ministry of Justice
Appliance of the Law on Courts Ministry of Internal Affairs
Introduce efficient. transparent flexible Establishment of new Administration and Supreme Court and Judicial
21 Co » 1ansp ’ Appellate Court Council Realized to significant extent
judicial system (Judicial system reform) . S . .
Introduction of judicial information system Center for training of Judges
Vocational training Commercial Court
Development of administration and management | Secretariat for Development
in courts
Amendments of legislative framework related to | Ministry of Justice
22 Develop regulatory framework NGO Ministry of Finance In preparation
NGO network
New employment creation — Labor force market
2 Implement project on reforming labor Ministry of Labor and Social | |y yreparation
legislation Welfare
24 Adopt the Law on protection at work Ministry of Labor and Social Realized
Welfare
Implement preparation programs for . Employment Agency . -
25 known employers Training for 113 attendants Employers Realized to significant extent
Implement preparation programs for . Employment Agency . I
26 labor market Training for 192 attendants Schools Realized to significant extent
Implement education program for the o Training centers . I
27 Realized to significant extent
unemployed Training for 849 attendants Employers g
28 Implement stimulation program for \dentification and training Employment Agency In preparation

employment of marginalized groups
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Implement program on solving techno-

Employment Agency

29 economic surplus GoM Partly realized
Implement program on employment of Employment Agency ,
30 the disabled GoM Partly realized
Implement program of runnin
31 stir%ulation fﬁ egmploymgnt nd Approval of 342 loans for 542 work positions Employment Agency Realized to significant extent
Ministry of Labor and Social
Welfare
ey Implgment program on employment of Partly realized
the disabled Employment Agency
NGOs
Implement program on employment of Ministry of Labor and Social
33 apprentices Stimulation of the employment of apprentices Welfare Partly realized
Employment Agency
Ministry of Agriculture,
4 Implement project on farmers’ , , Forestry and Water ,
registration Development and implementation of the program Management Partly realized
Employment Agency
Implement program of employment of Ministry of Labor and Social
35 e Development and implementation of the program | Welfare Partly realized
non-residents
Employment Agency
Implement program of training Preparation of program and realization of training Ministry of Education
36 unemployed persons and technological of unemployed persons and technological Partly realized
surplus surplus Employment Agency
Decrease in tax and contributions paid by - ' .
37 Decrease tax burdens for employers Ministry of Finance Realized
employer by 10%
,Let it be clean®- employment of 135 persons Employment Agency . o
from the list of Employment Agency Ministry of Tourism Realized to significant extent
38 Implement program on public works Care for the elderly— employment of 125 Ministry of Transport

persons from the list of Employment Agency,
covering 621 elder persons

Ministry of Internal Affairs

European Agency for
reconstruction
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13 municipalities

Ministry of Labor and Social
Welfare

Ministry of Health

Ministry of Education

PIO Fund

Health Fund

Association of the retirees
Red cross

Business environment

Institutional reform of the banking sector in
accordance with Basel principles Il and EU
directives

Privatization of state banks
Instruments for decreasing and equating interest

Realized to significant extent

Realized to significant extent

Realized to significant extent

39 Develop banking system rates Ministry of Finance
Introduction of deposit insurance scheme Realized to significant extent
Cease of work of the Payment Bureau and .
. Realized
implement payment system reform
Adoptlop of the Law on money laundering Realized
Adopt and implement regime for money prevention
) . ) . Establishment of the Directorate for money - , .
40 laundering prevention harmonized with . . Ministry of Finance Realized
FATF laundering prevention
Reception of Montenegro into EGMONT (World .
L . : In preparation
organization for money laundering prevention)
41 Adopt the Law on Mortgage Ministry of Justice Realized
42 Adopt the Law on civil suits Ministry of Justice Realized
43 Adopt the Law on administrative Ministry of Justice Realized

procedure
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Adopt the Law on Insolvency of

44 Commercial Companies Ministry of Justice Realized
45 Adopt.the Layv on Pledge as Means for Ministry of Justice Realized
Securing Claims
46 Adopt the Law on Electronic Trade Ministry of Justice Realized
47 Adopt the Law on Electronic Signature Ministry of Justice Realized
Create conditions for increasing competitiveness
Increase competitiveness of domestic .Of domgstlc products in Montenegrin and Small and Medium-sized
A . international market, .
companies within agriculture, meat . I, . Enterprises Development .
48 . . Provide conditions for market extension (export Realized
production, farms and bee-keeping growth) Agency
Better and more efficient usage of domestic Ministry of Agriculture
resources (natural, productive and personnel)
Improvement of the quality of services of private . .
hotels and motels, improvement of private Small and Medium-sized
49 Increase competitiveness of domestic accommodation offer, increase in categorization | Enterprises Development Realized
tourist companies of small hotels, introduction of EU standards, Agency
promotion of tourist offer of small hotels and Ministry of tourism
motels
Increase in competitiveness of small and ' .
N . medium enterprises within wood-processing via | Small and Medium-sized
50 Increase competitiveness of domestic professional consultation, increase in finalization Enterpnses Development Realized to significant extent
wood-processing companies of production, introduction of standards, gency
improvement of standards, improvement of the Ministry of Agriculture
quality of products and promotion
Support for the most successful by announcing | Small and Medium-sized
Provide support for successful list of the most successful companies and Enterprises Development ,
51 , S ) A Partly realized
companies proclaiming entrepreneurship of the year as a gency
prominent individual based on defined criteria
Establishment of new enterprises and job Small and Medium-sized
. . . creation Enterprises Development )
52 Improve industrial production In preparation

Development of modern integral support to SME
and entrepreneurs through coordination among

Agency
GoM
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state institutions, private sectors and large
enterprises

Municipalities

Provide support for agricultural

Designing model for developing one branch of
agriculture comprising of organization of

Small and Medium-sized
Enterprises Development

53 p_rodluctilon Agropark - ranso.m and production, ransom of agricultural products — Agency Realized to significant extent
distribution of subtropical fruits tropical fruits — education, management,
financing, sale
Development of applicative usage of information
and communication technologies and auto Small and Medium-sized
Develop Intemnet park and provide development function of ICT. Bglsed.on modern Enterprises Development .
54 ICT, development of new modalities into A Partly realized
support to IT sector ! gency
technology itself
Creation of business incubators and support for
IT sector
General objective is to put a huge Diaspora g";a” and Mgdlurln-mzedt
. . ial (i i nterprises Developmen ,
55 Establish Fund for Diaspora potential (ideas, knowledge, experience, In preparation
P business contacts) into the function of economic Agency prep
development of pour country Center for Emigrants
Introduction of entrepreneurship as an obligatory | Small and Medium-sized
56 Establish entrepreneurs’ clubs in sui)Ject n Comﬁ_“'SOfY stCh?OIS alnd St;m lc;reatlng Enterprises Development Realized
compulsory schools entrepreneurship society. In early schooling - Agency
stage to recognize aspirations of children within
tourism.
Trade and regional economic cooperation
Law on foreign trade Realized
Ministry for International
ital internati i Economic Relations and i ignif
5 Complete institutional framework for foreign Law on current and capital international transactions Eﬁ?::gr? In(tanrKa)triljnasn Realized to significant extent
trade and foreign investment ,
Law on free zones Central Bank of Montenegro Realized
Ministry of Finance .
Law on concessions On-going
) o o ) Small and Medium-sized
58 Access to WTO Preparation activities for negofiations with WTO Enterprises Development Agency | Realized to significant extent

including work of working authorities and groups
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Conclusion of the Agreement on free trade with
countries which have already signed Memorandum of

Small and Medium-sized

59 Create free trade zone for Balkan Enterprises Development Agency | Realized
Understanding, Liberalization and Trade Relieves and
their implementation
Building institutional support to investments and In preparation
export promotions by defining institutional framework
for export promotion
Small and Medium-sized .
. . : In preparation
60 Stimulate investments and export Improvement of efficiency of customs administration | Enterprises Development Agency
Building institutional capacities for adoption of Partly realized
international regulations in trade including usage of
trade privileges
o o Small and Medium-sized Realized
Accelerate Stabilization and Association Establishment of European Integration Council Enterprises Development Agency
61 Process with EU in coordination with other
Establishment of European Integration Commission, ministries and competent Realized
including 31 working groups for all areas envisaged by | institutions
SAP
Development of communication strategy with EU Commission for European Realized
Integration
Further development of Cost-benefit analysis Permanent activity

Development of Action Plans on the priorities for
adjusting legislation with EU in accordance with SAP
commitments

Activities for development of interim EU accession
strategy

Preparation activities for development of documents
necessary for participating in negotiations for
conclusion of Stabilization and Association Agreement

Development of annual program for implementation of
Aquis Comunitea

Partly realized

Partly realized

In preparation

Partly realized
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Implementation of obligations from temporary
Agreement between Montenegro and EU

Partly realized

Corruption
62 Adopt the Law on Witness Protection Ministry of Justice Realized
63 Adopt the Law on the Conflict of Interests Ministry of Justice Realized
64 Adopt the Law on Funding Political Ministry of Justice Realized
Parties
Educate local self-government staff on NGOs .
65 the modalities for corruption eradication . _ In preparation
in municipal services Anticorruption Agency
Develop the code of Conduct for Mayors,
Councilors and High and Medium Rank ;
66 I t
Officers and conduct collecting NGOs n preparation
signatures campaign
Research on corrupting conditions and
67 transparency of hgglth insti.tl.Jtion NGOs In preparation
performance — opinion of citizens and
employees
68 Public awareness campaign "Recognize NGQS | In preparation
the corruption Anticorruption Agency
69 Devglopmenlt and adoption of the Law on Ministry of Culture and Media | Realized
free information access
Development and adoption of the GoM .
70 strategy for establishing cooperation NGOS In preparation

between government and NGO sector
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Establishment of multidisciplinary task

Ministry of Finance

m force to carry out the monitoring and Anticorruption Agency In preparation
evaluation of anticorruption policies NGO
Media capacity building for making .
72 reports and research journalism on NGO In preparation
corruption
73 Establishment of the mechanism for civi Ministry of Internal Affairs In preparation
control of the police NGOs
Research and monitoring of the .
74 privatization process from the corruption NGOs In preparation
point of view
Development of the Law on Modifications .
75 and Amendments of the Public Ministry of Finance In drafting phase
Procurement Law
76 Development and adoption of local NGOs In preparation
anticorruption action plans Local self-government
Support to capacity building of the - __
77 Commission for diagnosing conflict of Commission for Identification | | preparation
. of Conflict of Interest
interests
Support to capacity building for special Anticorruption Agency in ;
78 pport to capacily bullding for sp cooperation with the Ministry | In preparation
research instrument application .
for Internal Affairs
Analysis of existing legislation and o .
79 assessment of the new one with special Ministry of Finance In preparation
emphases on discretion authority NGOs
reduction
Support to capacity building of the Office Anticorruption Agency in .
80 of Special Prosecutor for fight against cooperation with Special In preparation
organized criminal Prosecutor
81 Develop and adopt the Law on Criminal Ministry of Justice In preparation

Responsibility of Legal Entities
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Development of sectoral anticorruption

82 Anticorruption Agency in In preparation
policies cooperation with ministries
Assessment and simplification of the
83 procedures and shortening timeframe for In preparation
license and decree issuance along with NGOs prep
guidelines for complaint submission
Private sector development
Accelerate sale of state shares of the GoM
companies and banks Commission for Economic
Solution of requests for property Policy and Development
restitution (KEP) and project teams
Program on restructuring companies and Privatization Counci
support to institution development Commercial Court . o
84 Well-requlated capital market Ministry of finance Realized to significant extent
eli-regulated capital marke Ministry of Justice
Protection of property rights and Ministry of Economy
economic freedom Commission for Securities
Amendment of the Law on property
institution
Economic legislation
Agriculture and Rural Development
85 Adopt the Law on Tobacco Ministry of Agriculture, Forestry | Regjizeq
and Water Management
86 Adopt the Law on Organic Agriculture Ministry of Agriculture, Forestry | Regjizeq
and Water Management
87 Adopt the Law on Veterinary Medicine Ministry of Agriculture, Forestry | Regjizeq

and Water Management
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Adopt the Law on wine, brandy and other

Ministry of Agriculture, Forestry

88 In preparation
alcohol and Water Management
89 Adopt the Law on Protective Herbs Ministry of Agriculture, Forestry | | yreparation
and Water Management
90 Adopt the Law on Pesticide Ministry of Agriculture, Forestry | |y preparation
and Water Management
o1 Adopt the Law on Seedlings Ministry of Agriculture, Forestry | 5 preparation
and Water Management
92 Adopt the Law on Seedling Material Ministry of Agriculture, Forestry In preparation
and Water Management
. Ministry of Agriculture, Forestry i
93 Adopt the Law on Freshwater Fishe In preparation
P i and Water Management prep
Support to agricultural product placement and
increase their competitiveness on the market
Construction of village infrastructure
Funding of inspection and professional services
!\;/IOc;](igrlzatlon of laboratories for product quality Ministry of Agriculture, Forestry
94 Conduct encouraging policies in agriculture and Water Management Partly realized
Ensure social safety of the farmer via cattle breeding - '
Ministry of Finance
allowances and program on young farmers
Support to export activities
Subsidized production in less favorable conditions
(production of lamb, goat and beef meet)
Promotion of fish and sea culture breeding
Removal of customs free barriers, primarily contingent
on import of agricultural products ini i
Conduct protective measures for domestic . P g P . ) . Ministry of Agriculture, Forestry )
95 agriculture Adjustment of customs duties with the requirements of | and Water Management Partly realized
domestic production
Change of preferential levies into custom tariffs
Moving credit activity from the Ministry of Agriculture GoM
96 Conduct the reform on crediting policy Realized to significant extent

Establishment of Joint commissions — councils with
banks - on the placement of funds from existing

Ministry of Agriculture, Forestry
and Water Management
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turnover funds obtained from donations
Develop loan criteria in agriculture
Cooperation with the Employment Agency

Employment Agency of
Montenegro

Small and Medium-sized
Enterprises Development Agency

Building institutions in agriculture

Building institutional capacities and support to bee-
keeping development

Building institutional capacities and support to herb
production development

Establishing the Agency for Tobacco

Building institutional capacities and support to fishery
development

Developing Agricultural Cadastre and strengthening
information system

Follow-up work on equipping veterinary and
agricultural inspection

Ministry of Agriculture, Forestry

97 . h . Partly realized
(Inspection and professional services) Transformation of Public Veterinary Medicine and Water Management
Institution
Establishment of the Milk Production Laboratory
Further strengthening of the Counseling Service for
herb production and Service for Cattle Selection
Invest in establishment of laboratories (veterinary, fit
sanitary)
Improvement of work of Mycological Center of
Montenegro
Equipping secondary agricultural schools and
laboratories
) Ministry of Agriculture, Forestry
Develop and implement Program “Young .
98 farmers’ and Water Management Partly realized
) Ministry of Agriculture, Forestry
Develop and implement Program “Young and Water Management ,
99 couple in the village” Y Partly realized
Conduct the reform on cooperatives and Ministry of Agriculture, Foresiry
and Water Management i
100 stimulate other forms of association 9 In preparation
Develop brands for organic agricultural Follow-up educational campaign on the importance of Ministry of Agriculture, Forestry .
101 organic production and opportunities of Montenegroin | and Water Management In preparation

products of Montenegro

this field

International Certification Agency
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Develop by-laws for the Law on organic agriculture
and the Rule book to precisely define specific areas
Develop a unique brand for Montenegrin products in
organic agriculture
Establish the Agency for inspection and certification of
the organic production
Budget support to the programs on organic production
Construction of small plants for smoking, processing
and packing fruits and medical herbs Ministry of Agriculture, Forestry
Modernize existing and build new production Completion of the construction of Distributive Center and Water Management ) o
102 lants _ " o Realized to significant extent
p Enable slaughtering capacities for export Small and Medium-sized
Construction of new plants for high quality milk Enterprises Development Agency
products
Tourism
. o Ministry of tourism
Establishing of legal and institutional inting the activit , inq the leqal Ministry of iustice
103 | framework for the work of Ministry of Continuing the activities on improving the lega yoll . Realized to significant extent
tourism regulations Secretariat for legal affairs
Foreign consultants
Ministry of tourism
Establishing the conditions for the full Ministry of justice
implementation of the new Law on Secretariat for legislation Realized to significant extent
104 tourism Foreign consultants
Establishment of the Montenegrin . , .
105 Council for tourism Ministry of tourism Realized
PC for the management of the
state sea property Ministry for
. o . . environmental protection and
Creating the preconditions for introducing | Continuing the cooperation of the Ministry of physical planning _
106 g:)z :t):lt:g aOf integral managing of the Founlsm with hthe GTZ and other institutions Ministry of Maritime Affairs Partly realized
involved in the project and Transportation
Ministry of tourism
The Ministry of Agriculture,

100




Forestry and Water
Management

GTZ
Six coastal municipalities

Realize the program of reorganization of

107 . Partly realized
the whole promotion system
108 Initiate the full membersmp in the World Partly realized
trade organization
Harmonize the categorization of the
109 tourist capacities with the international Ministry of Tourism Realized
standards
Introducing the Satellite calculation of the
Introducing the Satellite calculation of the | tourism effects in order to compare the economic | , . . . :
110 . Realized
tourism effects results with other countries and with the aim of | Mmistry of Tourism .
attaining the accurate data for the investors
111 !mplementmg the new marketing concept Realized to significant extent
in tourism
112 Improving the specific types of tourism Launch projects of specific types of tourism Realized to significant extent
Announcing the tender for selling the hotels
“Galeb”, "Mediteran”, "Lido", "Bellevue” and
“Olympic™ all part of the “Ulcinj’s Riviera” entity in
bankruptcy Privatization Council
Announcing the tender for selling the majority Agency for economic
Reconstruct the existing offer package .Of the stocks in the entity HTP “Boka _restructurmg and foreign Realized to significant extent
113 Announcing the tender for the long term lease of | investments
the complex Sveti Stefan — MiloCer — Kralji¢ina Ministry of tourism
plaza Tourist entities
Preparation of the tender documentation for the
hotel Ljubovic and Zlatica, ownership of the UTP
Crna Gora from Podgorica
Ministry of tourism
Improving the cooperation between the Ministry | Agency for Development of
Assure the support to the small and of tourism and SME direction Small and Medium - sized . _—
114 . : , : o . . . . Realized to significant extent
medium business in tourism Assure the credit line for improving the quality of | Enterprises
the tourist capacities Bank
Employment agency
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Local management
GTZ
NTO
Foreign consultants
Ministry of tourism
Introducing the campaign for elevating Tourist inspection . -
115 : . L Realized to significant extent
the quality level of tourist municipalities Tourist entities
Municipalities
Ministry of tourism
Realizing the program of creating and Tourist inspection
116 unification the quality offer of private . p Realized to significant extent
accommodation Tourist entities
Municipalities
Ministry of tourism
17 Take control over the symbol system of Ministry of Maritime Affairs Realized to significant extent
the World trade organization and Transportation
Municipalities
Transportation
The preparatlon ofthe Law Ministry of Maritime Affairs | Realized to significant extent
118 Adopt the Law on Road Transport Adoption of the Law and Transportation
Introducing the sub legal acts and general acts State Road Directorate
, o ¢ Ministry of Maritime Affairs
119 Pa.ssllng new legislation in the area o and Transportation In preparation
aviation
_ o Ministry of Maritime Affairs
120 Pgssmg new legislation in the area of and Transportation In preparation
railway transport
Sanation of the bridges
121 Kolasin-Ribarevina-Berane-Spiljani :r;w:(jrovmg the parts of the road, extension of the State Road Directorate Not started
Sanation of asphalt road
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122

Podgorica-Bioce-Kolasin

Extension of the road by constructing the third
lane on certain parts

Reconstruction of the tunnel and the sanation of
the climbing lane

Sanation of asphalt road

State Road Directorate

Partly realized

123

Velika-Cakor-Bjeluha

Sanation of the body of the road
Improving the conduit system

Work on asphalt roads and inserting travel
equipment and signals

State Road Directorate

Not started

124

Gornja polje-Krstac

Sanation of the body of the road
Improving the conduit system

Work on asphalt roads and inserting travel
equipment and signals

State Road Directorate

Not started

125

PluZine-Trsa-Virak

Sanation of the body of the road
Improving the conduit

Work on asphalt roads and inserting travel
equipment and signals

State Road Directorate

Not started

126

Sanation of the existing climbing lanes

Hammer of loose parts of the rocks and mining
works

Concrete and AB works
Securing the slides with wire net

State Road Directorate

Not started

127

Maintain the roads in winter and off
winter period

Cleaning the roads and maintaining the clearance
of the roads in winter period

Sanation of the road surface holes

Cleaning of sewege channels, drains and, repair
of wire networks

Maintaining and of the vertical and horizontal
signalization

State Road Directorate

Realized to significant extent

128

Introducing the Law on railways and sub
legal acts and general acts

Ministry of Maritime Affairs
and Transportation

Realized to significant extent
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Ministry of Maritime Affairs

Realized to significant extent

129 Establishing the Railway Directorate and Transportation
. . Ministry of Maritime Affairs . -
Adopting the Law at the parliament . Realized to significant extent
130 Adopting the Law on Road transport P g P and Transportation g
Introducing the sub legal acts and general acts
Due to considerable amount of work and
impossibility of ending the suggested draft Law
the task has been divided into following Laws:
Law on Watercraft Registration
Law on the sea Ministry of Maritime Affairs
131 Adopting the Law on maritime transport | | o1 on Sea Protection from Watercraft Pollution | 2nd Transportation In preparation
Law on Navigation Safety and Security
The Law on marine navigation
The Law on hydrographic activities
Ministry of Maritime Affairs
Establishing the Agency for maritime Inn accordance to the Government‘s decisionthe | o4 Trrgnsportation Realized to significant extent
132 security and equip the necessary Directorate for maritime security has been ) »
services established Directorate for maritime
security
Ministry of Maritime Affairs
133 Establishing the sea cleaning service and Transportation Not started
ity arie o
134 and Transportation i
contamination caused by road and P In preparation
maritime traffic
, Ministry of Maritime Affairs
135 Preparation of the road development and Transportation In preparation
strategy
Realization of the program for urgent Ministry of Marit!me Affairs
136 measures on backlog maintenance of and Transportation In preparation

local and regional roads in Montenegro

104




Measures and analysis for the control of fuel

Ministry of Maritime Affairs

Not started

137 i and Transportation
Control of the fuel quality quality (% content of sulphur, content of lead) P
Energy
Introducing the sub legal acts for the In preparation
implementation of the Law on energy prep
Harmonizing the domestic legislative with )
international in the area of energ In preparation
Improving the legislation in the area of y . .
138 ener Ministry of economics
gy ; i
Introducing the legal acts for the construction of .
. ; In preparation
energetic and other objects
Introducing the legislation for the construction of In preparation
small hydro centrals and other renewable energy prep
Improving the general conditions of Institutional strengthening of the Ener: Energy Regulatory agency
139 proving the g g g 9y Realized

functioning the energy sector

Regulatory agency for energy

Establishing of the Energy Efficiency Office
within the Ministry of Economy and its capacity
building

Opening the market for the private
sector/independent producers of energy

Linking with regional energy market

Preparation of energy strategy

Ministry of economics

Montenegrin Electricity
company

Montenegrin Government

In preparation

In preparation

Realized to significant extent

Inn preparation
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Restructuring the energy companies, increasing
their working efficiency, functional split of
Electricity company in Montenegro, financial
consolidation of the entity

Continuing the tariff reforms- introducing tariffs
that cover the losses for all categories of
consumers

Partly realized

Inn preparation

The program for protection the poorest
population (aimed subsidies for the part of
consumption)

Montenegrin Electricity

Not started

140 Increasing the reliability in distribution of | Measures for reducing the technical losses in all Partly realized
electricity phases: production, transmission and distribution | company
Continuing the activities on reducing the Partly realized
commercial losses of electricity y
Introduce modern power consumption
141 measurement and reading equipmentin 1-1,5 | Ministry of economics In preparation

Increasing the energy efficiency and
improvement of energy sector
performance in regard to the environment

% of TS areas

Establishing the national plan on energy savings
and efficiency

Educational campaigns on energy saving
measures and increasing energy efficiency (for
population and industry)

Increase of energy efficiency in the public sector
(school, hospitals, institutions, street lightening)

Promoting the renewable types of energy and
realization of the projects for small hydro
centrals, solar energy and wind energy

Pilot project for using the wind energy

Pilot project for using the solar energy

Projects for the protection of environment for the
Plievija TPP

Reconstruction of eco filter unit at Pljevija TPP

Montenegrin Electricity
company

Realized to significant extent

In preparation

In preparation

Partly realized

Realized

In preparation
In preparation

In preparation
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Solving the problem with wastewater disposal for
Plievlia TPP

Monitoring of fume gases - Plievlja TPP

Replace/reconstruct ash and slag discharge at
Plievlja TPP

In preparation

In preparation
In preparation

Water and Sewage System

Improving the legal framework and start

Identification the area where changes are
needed with the aim of harmonizing the legal
framework with the EU directives on drinking
water (98/83 EC) and urban Wastewaters
(91/271 EEC)

Ministry of Environmental

In preparation

142
the process of harmonization with EU Protection and Physical
legislation Finishing the legal framework for restructuring Planning
and commerecialization of utility entities and In preparation
introducing the private sector
Capacity building of utility sector — strengthening .
the regional cooperation, staff training programs, Partly realized
improving of operational and functional
managing during the program establishing
Preparation of the investment sector strategy Ministry of Environmental Partly realized
based on the existent and future strategy Protection and Physical
143 ncreasing the efficiency in managing and

financial running of service providers

Increase price of utility services gradually up to
the level of covering the costs and eliminating
the cross subsidies, sustaining the rational
usage of water (e.g. block tariffs)

Improving the method of payment

Municipality’s public utility
entities
Municipality community

Partly realized

Realized to significant extent
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Increase the accessibility and quality of
services of water system

Introducing subsidies for water using within the
poorest households

Improve water supply in rural areas and involve
local population in such projects

Water supply projects for urban areas where
some socially marginalized groups live - such as
Roma, IDPs, and illegal settlements

Ministry of Environmental
Protection and Physical
Planning

Not started

Partly realized

Partly realized

Ministry of Labor and Social
144 Measures to decrease water interruptions, Welfare Ministry of . -
especially in the southern and central regions Agriculture, Forestry and Realized to significant extent
and tourist municipalities, by constructing a Water Management Public
regional water system Facilities Municipalities
Measures for decrease the losses on the water PC Montenegrin Coast
network and improving the quality of water by Realized to significant extent
constructing more reservoirs and equipping the
water system with the utensils for the automatic
control and managing the system
Protection measures for water springs that are
currently not used, as well as for potential Partly realized
springs of drinking water
Municipalities
Support for constructing/reconstructing sewage | Public utility entities
disposal facilities especially where some sociall ini ' .
145 Protection of the health of population and P pecialy ¥ | Ministry of Environmental Partly realized

protection of the environment

marginalized groups live - such as Roma, IDPs
and illegal settlements in tourist centers

Protection and Physical
Planning

Forestry and Water Resources

146

Improving legal and institutional
framework of the environmental
management

Identification of the area where changes are
necessary in order to be harmonized with the
key EU directives on sewage and air

Ministry of economy

Realized to significant extent
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Revision of the Act on estimating the influence
and Act on reimbursement for polluting the
environment

Introducing the regulation on responsibility for
prior pollution and degradation of environment
during privatization process

Capacity building of the MEPPP and local
services (particularly of PUCs in charge of
waste)

Strengthening the inter ministerial cooperation
(National council for sustainable development,
establishing the thematic bodies)

Ministry of Environment
Protection and Urban Planning
Public Utilities

Municipalities

Realized to significant extent

Not started

In preparation

Partly realized

147

Improving the efficiency of environmental
management system

Establishing the Environmental Protection
Agency through integration of relevant expert
institutions

Establishing the environmental protection fund

Strengthening the measures and policy
instruments for environmental protection
(implementation of the Law and respect of the
rules, evaluation of influence studies, informing
and participation of the public, economical
instruments, introducing the support for clean
technology)

Raising public awareness on sustainable
development issues, environmental
management and natural resources

Introducing the environmental issues in
educational programs

Strengthening of the monitoring / information
system

Reform of the physical planning system

Ministry of Environment
Protection and Urban Planning

Ministry of Finance

Ministry of Education

Center for eco-toxicological
researches

Republic hydro-meteorological
Institute

Nature Protection Institute
NGOs

Municipalities

Ministry of Health

In preparation

In preparation

In preparation

In preparation

In preparation

In preparation

Partly realized
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Preparation of strategic documents and action
plans (NEAP, LEAPs, National strategy on
sustainable development, NEHAP)

Preparation of polluters cadastre

Prepare categorization and inventory of
hazardous and industrial wastes

In preparation

Not started
Not started

Realization of priority projects in order to

Feasibility study for rehabilitation of Mojkovac
and Gradac mining tailings

Improvement of degraded areas and dump sites
in Pljevlja; regulation of Jagnjilo and Grevo dump
sites

Ministry of Environment
Protection and Urban Planning

Coal Mine

Realized to significant extent

In preparation

148 decrease pollution and prevent ) .
environmental degradation Public Facility
Rehabilitation and expansion of the wastewater | Municipalities | ,
N ) n preparation
treatment plant in Niksi¢ PC Montenegrin Coast
Rehabilitation of the existing waste disposal sites
and construction of new ones in coastal Partlv realized
municipalities (Kotor, Budva, Bar, Ulcinj) and y
upgrading waste collection
Strengthening the policy and praxis for Revise leqislation f k for biodiversi Ministry of Environment
149 evise legislation framework for biodiversity Protection and Urban Planning

sustainable using of natural resources

protection

Preparation of biodiversity strategy and action
plan

Improve plans and practices as to national parks
and other protected areas management

Nature Protection Institute
National Parks

Ministry of Agriculture, Forestry
and Water Management

NGOs

In preparation

In preparation

Partly realized
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Promoting the project of sustainable exploitation
of natural resources (eco-tourism, organic
agriculture)

Incentives for introduction of cleaner
technologies and for sustainable use of natural
resources

In preparation

Not started

Forest and Water Resources

Improving the legal and institutional
framework, improving the measures and

Introducing the new Law on waters in line with
EU general water Directive Establishing the
Water regulatory agency and strengthening its
capacity

Establishing the administrative bodies on the

Ministry of Agriculture,
Forestry and Water
Management

Realized to significant extent

150 instruments of forest and water resource | 1€Ve! o.flriver basin areas and strengthening its Ministry of Environment
management capacities Proteghon and Urban
Improving the implementation of the rules, Planning
especially in case of illegal exploitation of Water Regulatory Agency
resources (illegal usage of forestry and river
materials, illegal hunting etc.)
Introducing the forestry standards based on FSC In oreparation
methodology prep
Preparation of the forestry development strategy | Ministry of Agriculture,
Strengthening the sustainable based O'E),tlhe participative planning and Forestry and Water
151 management of forests and other forestry sustama. ity o . Management
resources and obtaining the certificate on | Introducing the geographical information center | Forestry Directorate
sustainable forestry Analysis of forestry drought and illness, and Bio-technical Institute Partly realized
measures of prevention Forestry Institute
Improving the firefighter system
Program for rebuilding the ruined part of woods
and afforest dig up areas
Support the development of economic Support the reconstruction of entities for wood Ministry of Agriculture,
152 branches and activities based on cutting and wood processing Forestry and Water Partly realized
controlled and sustainable forestry and | pevelopment of production of seeds and sow Management

111




water resources exploitation

material
Using and protecting the self grown mushrooms

Forestry Directorate
National Parks

Promoting the utilization of other wood products | Employment Agency
except constructions I
Municipality
NGOs
Preparation for introducing the water IT system
i i Ministry of Agricult
Strengthening the sustainable water and Support the rational and multipurpose water F(Lr:;trry ang\;{/(;elr”e’
using y
153 other water resources management . . Management | )
Sanation of eroded surfaces and systemize the n preparation
tide in endangered areas: (i) analysis of the
situation /feasibility study and (ii) pilot project — Regulatory agency
Lim and Tara sources, integral risk management
Social protection
Pass the Law on Social and Child Passing the new law and by-laws on social . ,
154 ! protection Ministry of Labor and Social Realized
Protection Welfare
155 Pass the Law on War Veterans Disability | Passing the new law and by-laws wglifsatrrg of Labor and Social | Realized
Drafting the Strat Ministry of Labor and Social Reali
Develop and implement the National rafting the Strategy W|2||fsa:g o Laborand soca calized
156 Strategy for Resolving the Issues of Im : o .
. plementation of the Strategy - Establishing of | commissariat for Refugees Partly realized
Refugees and IDPs in Montenegro family material support for IDPs and refugees ‘ y 1ealz
Red Cross
Building capacity of the institution for B::ﬂ;nr?nprojrg%é;rgggj;leor:t:;s):;tr:tém%?mits Ministry of Labor and Social
157 accommodating the elderly (both locals G P E pf ) ds to imol h P Welfare In preparation
d refugees) in Podgorica etting t e funds to imp ement the project . o
an 9 9 Start of institution construction works Podgorica Municipality
Ministry of Labor and Social | Partly realized
Develop the National Action Plan for Welfare
158 , - .
Children Ministry of Education
Ministry of Health
. . . Transforming the existing PRSP team into the u - , Partly realized
159 | Establish the Unit for poverty analysis Unit for poverty analysis and poverty reduction | Ministry of Labor and Social

and poverty reduction policy monitoring

policy monitoring

Welfare

112




Passing the new law and by-laws on social

Provide and ensure minimum funds protection Ministry of Labor and Social Realized to significant extent
160 necessary for living of social and child , L , Welfare
protection beneficiaries Reducing delay in disbursement of due social
allowances
161 Electricity and water costs subsidies for | Developing programs for electricity and water w;lfsatz of Labor and Socia Partly realized
the most poor categories costs subsidies for the most poor categories y
. . . Implementing different employment programs . ,
Reduction of family material support Ministry of Labor and Social
162 (FMS) beneficiaries based on temporary Limiting the extent of right benefit Welfare Partly realized
mpediment to work (unemployed) Promoting the self-assistance system Employment Agency
) - Passing the new legal acts on social protection
Increasing the responsibility of of residents in municipalities
163 municipalities for financial position of L , , , Municipalities In preparation
social care beneficiaries Establ|§h|qg comrmttegg for social and children
protection in municipalities
Development of indicators for monitoring Partly realized
material vulnerability
Development of integrated and unique Ministry of Labor and Social
L . information system of social and children Welfare
164 Monitoring of poverty and necessities of protection in Montenegro MONSTAT
socially vulnerable population Vertical expansion of information system in N
municipalities Municipalities
Establishment of the research, evaluation and
supervision unit within MLSW
Drafting the Social Centers service standard - Partly realized
Geriatric institutions service standard Ministry of Labor and Social
Setting up service standards for children’s Welfare
165 Improving quality of social protection gzmz up service standards for persons with Social Welfare Centers

service by developing service standard

disabilities
Setting up service standards for other service

deliverers in the field of social and children
protection

Social and Child Protection
Institutions

NGOs
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Development of family accommodation
and foster care for children without

Selecting, motivating and training foster care
families

Ministry of Labor and Social
Welfare

Social Welfare Centers

166 parental care, children with disabilities Social and Child Protection In preparation
and other children Selecting persons with disabilities and families Institutions
NGOs
Training SWC staff for development of the social
protection services in a local community Realized to significant extent
Training old people’s homes staff for delivering
out of institution protection services Ministry of Labor and Social Partly realized
o ) o Welfare
| . fessional competence of Training children’s homes staff for delivering out Social Welfare Centers
167 mproving protessional comp of institution services ] o . Realized to significant extent
the staff in social protection Faculties of social sciences in
Training home for people with disabilities staff for | Montenegro
delivering out of institution services NGOs Partly realized
Training associates of the home for juvenile
delinquency for work on delinquency prevention Realized to significant extent
in a local community
L , , Drafting project proposal of the institution Ministry of Labor and Social
Building cgpamty for a.ccommodatmg the Preparing project documentation and permits Welfare Not started
168 elderly with mental disorders (both Getting the funds to implement the project ot starte
locals and refugees) e .
Start of institution construction works
Analyze the needs, acceptability and motivation | Ministry of Labor and Social In preparation
169 Development of family accommodation of the beneficiaries and foster care families for Welfare
for the elderly without parental care this kind of protection Social Welfare Centers
Selecting and preparing the elderly and families | NGOs
Making the study on the needs for urgent Ministry of Labor and Social In preparation
, protection Welfare
Development of mobile team network for _
170 urgent health and social protection of the Selecting and training professionals and Social Welfare Centers

elderly without parental care in remote
villages

volunteers

Forming mobile teams in municipalities

Local community
NGOs
Health Center
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Development of family accommodation
for the elderly with disabilities who are in

Analyze the needs, acceptability and motivation
of the beneficiaries and foster care families with
the development of this protection

Ministry of Labor and Social
Welfare

171 Social Welfare Centers In preparation
need of permanent shelter and who have o
no parental care Selecting and preparing the elderly and families | Municipalities
NGOs
Drafting the educational program for persons with
disabilities in compliance with market demands an
possibilities of getting a job
Revising the effects of obtaining the right to
assistance in acquiring skills Ministry of education
Drafting the program on acquisition of additional Special Educational
skills for a better position and learning a new Institutions
Economic and social empowerment of trade designed for persons with disabilities in line o . ,
172 | dults with disabilties with labor market demands Ministry of Labor and Social | Partly realized
Establishing the fund for support to self- Welfare
employment and forming production, NGOs
serviceable, or any other kind of association or | Employment Agency
cooperative for persons with disabilities
Defining incentive measures of support to self-
employment of persons with disabilities under
protected conditions
Support to families in crises and to single | Creating staff and technical conditions for formatio
parents of four advisory councils for families Ministry of Labor and Social | .
Welfare n preparation
173 Selection and training of associates Social Welfare Centers
Municipalities .
NGOs Partly realized
Forming safe houses for abused children | Drafting project proposal and a concept Ministry of Labor and Social
and women in Podgorica Selection and adaptation of the premises Welfare
174 g:;:ﬁ:)nugszgd training professionals and volunteers Social Welfare Centers In preparation
Municipalities
NGOs
Support to programs on Roma children Support to the projects on motivating the children & \inistry of Labor and Social
175 inclusion in community their parents to attend the school Welfare Partly realized

Provide assistance to children with school related

dnnla mnd Aniiinnannt

Social Welfare Centers
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tools and equipment
Support in textbooks and school tools
Psychological and social support

NGOs
Ministry of Education
Red cross

Forming the fund of innovations in social
and children protection

Support to the implementation of programs planne
in social and children protection sector for all socia

Ministry of Labor and Social

176 and children protection service providers (SWC, | Welfare In preparation
Institutions of social and children protection, NGO)| NGOs
Development of criteria for funds allocation
Improving urban and residential aspects | Building adequate apartments for domicile Ministry of Labor and Social
of poverty population, the Roma, IDPs and refugees Welfare
177 . Partly realized
Commissariat for refugees
NGOs
i Ministry of Labor and Social i
Develop and implement the Action Plan Acton plan drafting We|fag Partly realized
for poverty reduction among Roma - .
178 ) , Ministry of education
people (Roma inclusion decade 2005- Action plan implementation - Establishing of Min try ¢ Health Partly realized
2019) family material support to Roma population nistry ot Hea
Ministry for Minority Protection
Implementation of the new pension law
Passing necessary by-laws for implementation of Realized
Providing stable pension system and ) . ,
179 improvin% living sﬁandard 0% the the new law on Pension Insurance Fund (PIO) {\//I\;nllfs,try of Labor and Social
pensioners and elderly Extending the conditions for gaining the disability | ' = o' Realized
pension
In preparation
Ministry of Labor and Social
o o o Welfare
Providing adequate role of PIO Revising the role and organization of PIO - ,
Ministry of finance .
180 Partly realized
Directorate for Public
Revenues
PIO Fund
Introduce the pension svstem reform of Increasing the age limit up to 60 for women and | Ministry of Labor and Social
181 P y 65 years for men Welfare Realized

the first pillar

Introduction of so called Swiss indexation

P10 Fund
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Introduction of the new pension formula based
on individual coefficients and increased age limit
for retirement

Preparation of the legislation framework for

In preparation

4 illar reform Ministry of Labor and Social
Comprehensive analysis and debate on | SSconc Par retom - ” Welfare
182 second pillar introduction Analysis and creation of institutional conditions o i
P for second pillar introduction Ministry of Finance
Privatization Council
- . Ministry of Labor and Social | In Preparation
183 Introduction of pension funds on BU|Id||ng Ieg?l r:ramev\i/(ork ffor clreatlon and Welfare
voluntary basis - third pillar ][3ggsat|on of the market of voluntary pension Ministry of Finance
Commission for Securities
Strengthening institutional and other Development of alternative forms of institutional Ministry of Labor and Social
services for the most vulnerable protection including programs of daily centers, Welfare .
184 pensioners and the elderly service delivery, home assistance and other Municioalities Partly realized
initiatives of the local community. P
NGOs
Providing support to poor families with children and
youth Realized to significant extent
-Providing access to social services Realized to significant extent
Development of quality services adapted to children Realized to significant extent
GoM
and youth o .
Providing the realization of children rights Ministry of Labor and Social ; I
185 Children and youth poverty reduction Welfare Realized to significant extent
Developing preventive and curative programs as well Municipalities Realized to significant extent
as repressing socially unacceptable behavior of NGOs
children and youth
Drafting the National Strategy for Children
Partly realized
Drafting the National Strategy for Youth Partly realized
Providing adequate social protection for Development of support program for disabled persons Ministry of Labor and Socil .
186 s e Welfare Partly realized
people with disability and their families
Municipalities
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NGOs

Providing better access to environment for

Performing the activities providing disabled persons
with better access to environment

Ministry of Labor and Social
Welfare

Ministry of Environmental

Partly realized

187 people with disability Proteghon and Urban
Development of urban standards for physical barriers | Planning In preparation
removal Municipalities
NGOs
188 | Providing education for people with disabity | Development of specific education programs for Minisry of Education Partly realized
disabled persons NGOs
Education
189 Adopt the Law on educational inspection Ministry of education and science | Realized
Introducing legal Acts Parliament, Realized to significant extent
Achieve legal framework for the education to Montenegrin Government,

190 be.come promoter, along with techr)ology and Drafting Law on certificate system Ministry of education and science .
science, of development, and obtain R In preparation
conditions for the children with special needs Special training centers
to be included in the educational system. Drafting Law on upbringing and education the children wglfatrrg of Labor and Social Realized

with special needs
Involve preschool children, poor social groups Ministry of education and science
Increase the number of children at preschool children, Roma children and children with special NGOs
191 education process needs ) ) Ministry of Labor and Social Partly realized
Involve local self-government in the system of public | \elfare

preschool entities, especially in the part related to
material costs and investment maintenance

Renovate the network and increase the capacities of
the existent public kindergartens in order to involve
more children

Local communities

Not started
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Support the private initiative

Partly realized

In preparation

Establish new space capacities for preschool

Draft of the entity project
Draft of the project documentation and licenses

Ministry of education and science

Realized
Realized to significant extent

192 entities o , , Montenegrin Government ,
Beginning of entity construction In preparation
Provide the access to the educational , , . Montenegrin Government
institution for the poor families children and Elaboration of the paying scale based on family’s Ministry of education and science | Not started
193 endangered groups material and social status. The scale would be ranked | ™™ '
from free of charge to agreed maximum Ministry of Labor and Social
Welfare
Implement media campaign and project
promotion of involvement the children from
194 poor families, children with special needs and Ministry of education and science ,
Roma children in kindergartens and Partly realized
elementary schools
Provide education for children with special needs in .
environments that limiting them as less as possible in Montenegrin Government
order to improve and surpass their difficulties Ministry of education and science
. . . Establishing a database on children with special Ministry of Labor and Social
195 Implement the inclusive education program | negds in order to provide monitoring during their Welfare Partly realized
education and after Local communities
Engineering adjustment of objects to the children with NGOs
special needs o
Entities
Provide successful elementary school ending | Integration and special care for children with special Ministry of education and science
196 and continuation of education needs

Increase the number of Roma children that attend
elementary school

Provide the access to elementary education to all
children

Entities
NGOs
Local communities

In preparation

Partly realized

Realized to significant extent
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Provide education and respect of national values,
history and culture to all children

Realized to significant extent

Give advantage to quality of education in

Provide conditions for teacher improvement and
training for school managers

Provide that, in the management and quality control in
education, informative system, in line with highly
developed countries standard, is being used

Ministry of education and science
Schooling Agency

Realized

Partly realized

197 comparison to quantity of knowledge - - Partly realized
Evaluation of all educational segments Vocational Training Centers
Education of new generation of managers and I .
investments in human resources Examination Centers Partly realized
Prepare and edit pooks for elementary and Ministry of education and science .
secondary education Realized
Draft books for special education, education Ministry of education and science
198 of adults vy Partly realized
199 Prepare book on Roma language Ministry of education and science Not started
Prepare programs for additional education of
Roma children and additional classes for Ministry of education and science .
200 ) . Partly realized
learning the local population language
Prepare teachers and personnel for the work, | For the teachers that work with children, especially
on mother language, with Roma children at Roma, and are not adequately educated, planned Ministry of education and science .
201 T ) i, diie ! ’ Partly realized
the institution in preschool education initial training should be provided, afterwards
continuous education and training is required
202 Draft new curricula Prepare new curricula for elementary education Ministry of education and science | Partly realized
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Draft new curricula for general secondary education
and teacher training

Build new spaces for elementary education

Drafting the new school project
Initiation of works
Drafting the project documentation and licenses

Ministry of education and science

Realized to significant extent

203 Montenegrin Government
Not started

Equip the classrooms of music and artistic - , .

204 schools Ministry of education and science Partly realized
Provide spaces, equip laboratories, cabinets L . .

205 and didactical material Ministry of education and science Partly realized
Implement the stimulation measures program . . .

206 for inscription of students at departments for | Prepare programs and provide stimulation measures | pfinistry of education and science Partly realized
agriculture, tourism and services programs for |n§cr|pt|on of stydents at departments for y

agriculture, tourism and services

Provide conditions for adjustment and Drafting the value system for the informal acquired Montenegrin Government

207 modernization of special education to social education Ministry of education and science

changes, modern, democratic and
economically developed society demands,
market, technological progress and IT.

The problematic approach during training should have
advantage over the expertise systematic

Separate the educational program in modules in order
to provide gaining professional qualification by
completing a specific module.

Increase the number of people included in special
education, after competing the elementary school

Vocational Training Center
Employment Agency
Chamber of Commerce
Independent Trade Union

Ministry of Labor and Social
Welfare

Examination Centers

In preparation

Partly realized

In preparation

Realized to significant extent
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Introduce the choice subjects in four years
professional schools

Augment the percentage of praxis in three years
professional school (50-60%)

Integrate, as much as possible, general knowledge in
specific subjects

Involve social partners in management, decision
making and financial process of professional
education

In preparation

Realized

In preparation

Realized to significant extent

Build new spaces for secondary schools

Drafting the new school project
Drafting the project documentation and licenses
Initiation of works

Montenegrin Government

Realized to significant extent

208 Ministry of education and science
Realized to significant extent
Not started
Restructure and adjust the infrastructure in _
the areas where poor social groups live, with Montenegrin Government
209 including Roma children and children with Ministry of education and science | Partly realized
special needs
Agreement with social partners
g W ap . Realized
Montenegrin Government
Provide space capacities Ministry of education and science . o
Chamber of Commerce Realized to significant extent
210 Establish Training centers Independent Trade Union
Provide modern technology equipment . -
Employment Agency Realized to significant extent
Ministry of Labor and Social
Welfare

Teacher training

Partly realized
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Rationalize the school network

Harmonizing the number of schools with demographic
movements and educational process standards

Reduce the number of employees

Montenegrin Government
Ministry of education and science

Partly realized

211 Entities Partly realized
o o Local communities
Participation of local community in financing part of
education Not started
Provide ICT ional pl
rovide ICT educational plans and programs Partly realized
Provide for all participants to gain basic ICT skills until
2005 year In preparation
Provide ICT training program
rovide faining prog In preparation
Allow ICT education to all participants and Include the poorest, students with special needs, and | Montenegrin Government
212 provide educational system management students with special needs in less developed areas Ministry of education and science | |n preparation
based on IT Vocational Training Center
Provide computers and access to Internet in all Schooling Agency
schools until 2010 year In preparation
Teacher and trainer trainings on modern techniques
for learning using ICT In preparation
Provide training and equipment for using ICT to
children with special needs Not started
213 Provide economic efficiency, preserving the Rationalization of Ministry of education and science Montenegrin Government Realized to significant extent

quality of educational system

Introducing new system institution

Rationalization of school network

Ministry of education and science
Vocational Training Center
Schooling Agency

Examination Center

Realized to significant extent

Partly realized

123




Establishing the Exam center

Partly realized

Support the education of adults

Drafting the strategy of education of adults

Strengthening the institutions for education of adults

Montenegrin Government
Ministry of education and science
Vocational Training Center

Realized to significant extent

214 In preparation
Ministry of Labor and Social
Including the managers in the process of organizing Welfare
permanent education Employment Agency In preparation
Strengthening the institutions for education of adults ) ,
Montenegrin Government In preparation
Ministry of education and science
. - . ) Teacher and trainer trainings for the work with adults Vc.)c.atlonal Training Cente.r
215 Provide the conditions for functional literacy Ministry of Labor and Social Not started
Welfare
Defining the stimulation measures for including people | Employment Agency
in this process Entities In preparation
Provide institutional support to the educational | Provide support for establishing Schooling agency and | Montenegrin Government
216 t Professional education Center institutions in order to - , . . I
system . . . Ministry of education and science | Realized to significant extent
improve the educational process and monitor the
working force flow, poverty, sexes etc.
Preparation and realization of external graduation . . .
217 Provide the possibility of external graduation P g Ministry of education and science ,
exam In preparation
exam
Increase the space capacities up to 20% until 2006. Not started
year
Increase the accommodation capacities in Drafting the new institution project, drafting the project | Montenegrin Government
218 student homes documentation and licenses, Initiation of works Ministry of education and science | Not started

Improving the accommodation conditions in existing
students home

In preparation
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Provide the access to educational institutions

Harmonizing the educational public entity network with
population needs

Stimulate the private initiative in educational area,
respecting, monitoring and control of the knowledge

Montenegrin Government

Realized to significant extent

Partly realized

219 ; and occupation standards Ministry of education and science
regardless of locality ) )
Increasing the capacity of students homes
Not started
Providing the quality accommodation in students
homes In preparation
Provide to students to complete the studies in time ) Partly realized
. . . Montenegrin Government
220 Reduce the average time period for studying Ministry of education and science .
Motivate the students that are finishing the studies in Y In preparation
time Entities
Health
Adopting the Law Realized
Drafting the Book of regulations on providing Health Realized
care
Drafting the Book of regulations on rights on health Not started
care
Adopt the Health care Law Drafting the Book of regulations on health care abroad |y icir of health Not started
221 Drafting the Book of regulations on participation of Not started
insurants in health care costs
Drafting the Book of regulations on professional Not started
control in health entities
Not started
Drafting the categorization and accreditation of
hospitals and other health entities
222 Adopting the Health insurance Law Adopting the Law Ministry of health Realized
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Drafting the sub legal acts

Partly realized

Adopting the Law on Law on the Restriction of

223 the use of tobacco products Ministry of health Realized
Adopting the Law Realized
Adopting the Law on care and rights mentally | Drafting the Action plan for improving and care mental | . . ;
224 ill persons health Ministry of health Realized
Drafting pilot project for Mental health Institute Realized
Drafting regulations on production, commerce and
drug controls- Drug lists and guidelines for Realized
225 Adopting the Law on drugs procurement and usage Ministry of health
Adopting the Law Realized
Establishing the Commission for drugs Realized
226 Adopting the Law on protection from noise Ministry of health Realized
Adopting the L Realized
297 Adopting the Law on protection of Op, ng e. aw ) . REZI:Ezd
communicable diseases Drafting the immunity program Ministry of health .
Monitoring and evaluation of immunity program Realized
Adopting the Law on obligatory catalog in
228 heaIFt)h agrea gatory g Ministry of health Realized
Adopting the Law on protection of ion . . . .
229 radiance Drafting the documentation Ministry of health In preparation
Drafting the documentation Realized to significant extent
Draﬁing the Book of regulations on suitability of life In preparation
comestibles
230 Adopting the Law on safe food Drafting the Book of regulations on suitabilty of Ministry of health In preparation
drinking water
Drafting the Book of regulations on control of general In preparation
use objects
231 Adopting the Law on termination of pregnancy Ministry of health Not started
232 Adopting the Law on transfusion Ministry of health Not started
Adopting the Law on assisted reproduction L
233 technologies Ministry of health Not started
234 Adopting the Law on urgent medical help Ministry of health Not started
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235 Adopting the Law on misuse of narcotics Ministry of health Not started
i i "wi Strategy adopted Realized
236 gr:zftr:r;% I?r?"d adopting the Strategy "Violence gy adop Ministry of health
Establishing two crisis centers for violence prevention Not started
Realized
Strategy adopted
Drafting and adopting the Improvement of .
237 mentalghealth strgteéqy P Establishing the Mental health insfitute in community = | pinistry of health Realized
pilot project
Establishing 7 Mental health institutes in Montenegro Partly realized
Adopting the strategy Realized
Drafting and adopting the Prevention and Establishing the Mental health institute in community = | . . ;
238 control of smoking strategy pilot project Ministry of health Realized
Establishing 7 Mental health institutes in Montenegro Partly realized
239 sl:,)tZ?(l,ng and adopting HIV/AIDS prevention Adopt|.ng .the strategy . Ministry of health Realized
9y Establishing the Center for HIV/AIDS prevention
Drafting and adopting the growing old and
240 age str%tegy Piing fhe growing Ministry of health Partly realized
Drafting and implementing the reproductive
241 health gtrategy P g P Ministry of health Realized to significant extent
242 Drafting the Safe food strategy Ministry of health In preparation
Listing the priority problems of public health Not started
Drafting the guidance for promotion of health Partly realized
Drafting and adopting “New Public Health” -
243 strategy Establishing the network of health environment Ministry of health
promoted in programs SZO Healthy schools, Healthy Not started
hospitals, Healthy cities, Healthy working space
Council for promotion health in community Not started
Adopting the strategy In preparation
244 Drafting and adopting the health blood Adopting the strategy Ministry of health Not started

strategy
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Drafting and adopting the Roma's health

Drafting the Action plan of the program " the Decade

245 . of including Roma" Ministry of health Realized
improvement strategy .
Adopting the strategy
246 Et::iig?l and adopling the Communication Adopting the strategy Ministry of health Realized
047 Draftmg and adopting traffic traumas Adopting the strategy Ministry of health Not started
prevention strategy
Functional plan Realized
Engineering works on the health center's adaptation - Partly realized
248 | Drafting and rehabilitation of health centers Ministry of health
Equipping the health centers Health center Podgorica In preparation
Establishing the health point Stari Aerodrom Not started
Drafting the investment project of the Public Performing the construction works and adopting the - .
249 health Institute construction object Ministry of health Partly realized
Drafting the investment project of the Mental . . .
250 health Institute construction E&r;g:mlng the consruction works and adopting the Ministry of health In preparation
Drafting the documents Realized
; ; : Preparation of documents for the project . -
Drafting the program of improving the ) ) . Realized to significant extent
251 structure organization in primary health implementation Ministry of health .
protection Project implementation Health center Podgorica Realized to significant extent
Planning the follow-up reform process In preparation
252 gésgiggmaggtadommg Master plan for healt Adopting the Master plan Ministry of health Realized
253 Drafting and adopting Master plan for human Adogting the Master pIar? o Ministry of health In preparation
resource management Drafting the plan of specializations Not started
Ministry of health
Examine the health employees and the Drafting the bersonnel analvsis o v .
254 possibility of pre qualification of non medical gthep y Ministry of Labor and Social Not started
personnel Drafting the pre qualification plan Welfare Employment agency
Ascertain the number and types of health entities at
255 Establishing the network of health entities Ministry of health Not started

the territory of Montenegro, in line with technological
and professional standards
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Drafting the network of health entities

Drafting the Public health institute strategic plan
Adopting the Decision on founding

Drafting the Statute

Drafting the systematization

Drafting the promotion of health program

Drafting the project for monitoring the risk factors
Drafting the program of communicable diseases

Realized

Partly realized

256 Establishing the Public health institute Drafting the program of chronically non Ministry of health
communicative diseases
Drafting the registry of diseases In preparation
Drafting the strategy of disease influence over
population Not started
Drafting criteria for establishing National priorities
Listing measures and techniques for improving the
quality
Monitoring the quality of provided health services
257 .Mor.nto.rmg the work quality in health L|st|ng thg objective mechan|§ms fpr rat!ng the quality Ministry of health Not started
institutions Examination of consumer satisfaction with health
services
Satisfaction of health service donors
Monitoring the health status indicators
Establishing the Quality Health Service
258 Control and Accreditation Board at the Establishing the Board Ministry of health Not started
territory of the Republic
. . e Defining plans for needed personnel and education
259 Draftmg projects of rat|0na||zat|pn in health measures Ministry of health Not started
care field at secondary and tertiary level
Redirecting the personnel
260 Drafting project of establishing criteria for Drafting criteria for contracting Ministry of health In preparation

financing health care
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261

Defining and adopting obligatory services and
rights package in the field of health care

Defining the number-amount, type and contents of
services at all levels of health protection, as the basic
citizen's right on health protection provided by the Law

Defining and adopting obligatory services and rights
package at remaining levels of health protection

Ministry of health

Realized

Partly realized

262

Drafting the methodology of planning

Drafting the methodology of work in health institutions
related to human and space resources and equipment

Drafting the methodology for valuing the health
entities programs

Drafting the normative work

Drafting the services registry based on levels

Drafting the normative of beds bunds

Drafting the normative of an average medical
treatment

Ministry of health

Realized

Partly realized

Not started

263

Drafting the professional standards project

Defining standards and norms in line with obligatory
service package and reforms principles of health
system for PZZ

Drafting standards and norms at secondary and
tertiary level of protection

Ministry of health

Realized

Partly realized

264

Drafting the project for guideline and clinical
directions

Drafting of good practice guidelines for three basic
groups of illness at PZZ

Drafting the guidelines of leading groups of iliness on
secondary and tertiary level, in accordance with the
principles of good medical praxis

Ministry of health

Partly realized

265

Analyze of employees in health services and
possibilities of retraining non-medical
personnel

Analysis of personnel

Drafting the pre qualification proposal

Ministry of health

Ministry of Labor and Social
Welfare Employment agency

In preparation

Not started
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266

Drafting the program for education of health
personnel

Education of health personnel at PZZ

Establishing the Center for continuous education

Ministry of health

Realized

In preparation

267

Drafting projects of protection and health
improvement of persons in marginalized
situations

Health research aimed at analyzing the health
conditions of Rom population and defining causes of
death and iliness within Rom population

Projects aimed at decreasing mortality and morbidity,
especially prevention ones

Special educational health programs, implemented by
chosen doctors working with Rom

Development of food program, nutrition, satisfying
nourishing, as well as reproductive health

Epidemiological supervision aimed at improving
hygienic situation within Rom population
Continuous immunization

Continuously developed control system of the whole
population health, especially children and vulnerable
groups

Support of formal networking of health professionals
and local Rom representatives aimed at recognizing
special needs

Project “Violence and Health”
Project “HIV/AIDS Prevention”

Project “Tuberculosis prevention”

Handicapped persons’ health improvement project

Project “Smoking Control of Youth”
Action plan of Rom health protection

Preserving and improving the health and prevention of
Rom population

Integration of Rom in protection programs and health
services activities, firstly PZZ

Ministry of health

Not started

Partly realized
In preparation

Not started

Realized

In preparation
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Homes for the aged ini
268 Drafting project of integration of social and _ 9 M!n!stry of health . Not started
health services for the aged people Daily centers Ministry of Labor and Social
Geriatrics centers Welfare
Drafting research project of determining Drafting national plan for monitoring the environmental
269 environmental impact to overall health of the impact on children's health (NAPA) Ministry of health Not started
Montenegrin population. Implementation of the project
270 Draftmg mother and child health improvement Drafting children's action plan Ministry of health Partly realized
project -NPA
. ! ) - Action plans for prevention of drug addiction in health
271 Qraﬂmg action plans for prevention addiction area done Ministry of health Realized
diseases
Drafting the IS development strategy Realized
IS development for primary health protection, as Partly realized
279 Drafting information system project reform support Ministry of health y
Application for the support of registration process Health insurance fund Realized
within the chosen doctor
Development of the whole IS in health system In preparation
o o . Establishing the Commission Ministry of health
273 Establishing coordination and cooperation Drafting olans for educat d lficati Ministrv of Educati 4 Not started
between health sector and educational sector rafting plans for education and pre qualification inistry of Education and Science
Health institution of Montenegro
) . . Ministry of health
Drafting technological standards project — )
274 Technical assistance- Project of scientific and | Drafting the elaborate Health insurance fund Not started

technological development in public health

Scientific-research Health
Institutions
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GDP
ECTS
Eco
EU
FSC
ICT
IDA
ILO
ISSP
JIM
MDGs
MLSW
MMF
MONSTAT
MTEF
MVP
NGO
VAT
PDI
PHC
RAE
RM
SAP
SME
FDI
SNA
SPAI
SWC
DPRS
WTO
UNHCR
WB
WTTC

Acronyms

Gross Domestic Product

European Credit Transfer System
Electricity Company of Montenegro
European Union

Forest Stewardship Council

Information and communication technology
International Development Agency
International Labor Organization

Institute for strategic Studies and Prognoses
Joint Inclusion Memorandum

Millennium Development Goals

Ministry of Labor and Social Welfare
International Monetary Fund

Montenegrin Statistics

Medium Term Expenditure Framework
Mass Voucher Privatization
Non-governmental Organization

Value Added Tax

Pension and disability insurance

Primary Health Care

Roma, Ashkaelia, Egyptians

Republic of Montenegro

Stabilization and Association Process
Small and Medium Enterprises

Foreign Direct Investment

System of National Account

Stability Pact Anticorruption Initiative
Social Welfare Canters

Development and Poverty Reduction Strategy
World Trade Organization

United Nations High Commissioner Representative
World Bank

World Tourism and Travel Canter
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