











7. Strategic Steering

This Cooperation Strategy is subject to systematic
monitoring, the aim of which is to track progress
toward achieving expected results, allowing for cor-
rective measures as required (steering). The monitor-
ing system (Annex 3) observes three dimensions: a)
the country context; b) the Swiss Results Framework
(Annex 4); and c¢) management. Country context
monitoring tracks Serbia’s economic, social, environ-
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mental and political development and how it affects
Swiss cooperation. Monitoring of the Swiss Results
Framework assesses progress in achieving expected
results of Swiss interventions, including with regard
to the transversal themes gender and Good Gover-
nance. Monitoring of management focuses on the
efficiency and effectiveness of the SCO and compli-
ance with management and aid principles.



Annex 1:
Overview of the Swiss Cooperation Strategy
Serbia 2014-2017

Overall goal Switzerland contributes to Serbia’s transition towards strong democratic systems, social inclusion and
enhanced competitiveness of its economy in support of Serbia’s European integration
Governance Economic Development Energy Efficiency and
Renewable Energy
Advanced democratic, efficient Enhanced competitiveness of Increased energy efficiency and
and effective governance through: the Serbian economy through: use of renewable energy through:
A. Local governments A. Increased income and A. Introduction of improved
practise transparency and employment opportunities, energy-efficient and
accountability towards local with a focus on youth environmentally-sound
assemblies and citizens, and employability; technologies;
manage public resources Increased exports/trade of B. Increased production of heat
Domain efficiently; Serbian products and services; and energy from renewable
objectives B. Increased quality of and . Improved business sources; and
and outcomes access to municipal services environment for SMEs; and C. Local governments accelerate

Additional
dimensions

for citizens (in particular
vulnerable groups) and
companies;

. Good local economic

governance and strengthened
public finance management
at sub-national level; and

. Coherent decentralization

and social inclusion reform
(vertical dimension).

. Strengthened macro-

economic environment.

Migration Partnership

Regional Cooperation

progress towards energy
targets.

Gender and Good Governance (transversal themes)



Annex 2:

Disbursement and Commitment Planning

Domain of intervention

Planned disbursements
2014-2017

Planned disbursements
2014-2017

Planned commitments
2014-2017

(in CHF million)

(in percentage of total planned

(in CHF million; incl. new

disbursements) commitments that entail
disbursements beyond 2017)
SDC SECO Total SDC SECO Total SDC SECO Total
Governance 27.1 3.0 30.1 36% 4% 40% 30.1 3.0 33.1
Economic Development 14.2 11.0 25.2 19% 14% 33% 16.7 12.0** 28.7
Energy Efficiency and 13.0 13.0 17% 17% 15.0 15.0
Renewable Energy
Programme Managementand | 2.0 7.2 7% 3% 10% 5.2 2.0 7.2
Other Costs*
Total 46.5 29.0 75.5 62% 38% 100% 52.0 32.0 84.0

* Includes: SCO Programme Management (CHF 5.8 million) and Global Credit (CHF 1.4 million)
** |ncludes Regional SECO Programmes

Not included in this table are the contributions from the Federal Office for Migration, which amount to CHF 4 million for planned
disbursements in accordance with the Swiss Migration Partnership Strategy for the Western Balkans (IMZ) 2012-2015.

Note: Any financial commitments beyond May 2017 are subject to the renewal or extension of the validity period of the Federal Act
of 24 March 2006 on Cooperation with the States of Eastern Europe and the approval of the corresponding credits.
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Annex 3:
Monitoring System

The SCO uses specific context, portfolio and management monitoring instruments to steer the implementation of the Swiss Coopera-
tion Strategy Serbia (see Table below).

The first dimension — the country context — is monitored with the help of the so-called Monitoring System for Development-Related
Changes (MERV), which allows for timely responses to impending contextual changes. To monitor the second dimension — the Swiss
Results Framework (Annex 4) — a Results Monitoring Matrix is used to assess progress towards expected results, i.e. towards “Swiss
portfolio outcomes” and towards “country development outcomes”. It is also used to monitor the transversal themes gender and Good
Governance. Three instruments are used to monitor management, the third dimension, i.e. the Internal Control System, the Office
Management Report and the Audit Report. These allow for monitoring the SCO’s efficiency and compliance, the allocation of financial
resources, application of aid modality/donor coordination principles, human resource development and knowledge management.

Monitoring is a core activity of the SCO’s programme staff and is a key aspect of their interactions with project partners. Regular ex-
change allows them to generate and verify data relevant for programme steering and reporting on the implementation of the Coopera-
tion Strategy.

Overall responsibility for monitoring and steering of the implementation of the Cooperation Strategy lies with SCO management.

Table: Monitoring System of the Swiss Cooperation Strategy Serbia 2014-2017

Dimension Monitoring Area Instrument Periodicity Responsibility

Overall country context
Country context | relevant for the Swiss MERV Annually: September SCO
Cooperation Strategy

Swiss portfolio outcomes

Swiss Results Country development

Results Monitoring Matrix | Annually: September/October | SCO
Framework outcomes

Transversal themes gender and
Good Governance

Internal Control System Annually: June SCO
Management SCO efficiency and compliance | Office Management Report | Annually: September SCO
Audit Report Annually: March HQ
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Annex 4:

Results Framework of the Swiss Cooperation
Strategy Serbia 2014-2017

Domain of intervention 1: Governance
Overall objective: Advanced democratic, efficient and effective governance in Serbia

(1) Swiss portfolio outcomes

(2) Contribution of Swiss Programme

(3) Country development outcomes’

Outcome statement 1:

Local governments practise transpar-
ency and accountability towards local
assemblies and citizens and manage
public resources efficiently.

Field of observation 1: Accountability of
local governments towards local assem-
blies and citizens.

Baseline: Local governments are more
accountable towards central government
and political parties than towards citizens
(source: Institute of Development Studies
(IDS) Local Government Assessment 2012).

Target value: Higher accountability of lo-
cal governments towards citizens by 2017
(sources: Annual SCTM study based on
self-evaluation by municipalities including
progress in property tax base and com-
pleteness of the local budget cycle and
Citizens' satisfaction surveys (CSS)).

Field of observation 2: Transparency of
local government decision-taking and local
budget cycle.

Baseline: Follow up to participatory budget
planning as well as citizens’ complaints
about service delivery is not systematic
(source: Programme reports 2010-2013
PROGRES).

Target value: Transparency of municipal
decisions regarding sensitive matters such
as procurement, property ownership, bud-
get execution and access to services has
increased (source: CSS 2015 and 2017).

Link between (1) and (3):

Switzerland will support good governance
showcases in about one third of all Serbi-
an local government units demonstrating
transparency and stronger accountability
of local governments towards their citi-
zens.

Switzerland will work with selected local
assemblies to support local government
accountability towards citizens and sup-
port SCTM to scale up good practices.

As a general modality, incentive-based
systems will be used to raise municipal
performance to a desired level.

Risks:

e Lack of political will of local govern-
ments to be subjected to increased ac-
countability and transparency

e Local elections in the course of 2014-
2017 and discontinuity in decision-
making

e Policy changes may affect municipal
revenues

Assumptions:

¢ Performance-based criteria and results
orientation introduce more accountabil-
ity in the actions of local governments

e Changes in the Local Election Law,
which would strengthen local account-
ability, are possible

¢ No national data is available on citizens’
satisfaction apart from surveys carried
out through Swiss-supported actions in
South, South-West and East Serbia, and
random donor assessments.

Outcome statement 1:

Transparent and accountable
functioning of public administration.
(Government of Serbia Needs Assessment
Document (NAD) 2014-2017)

Field of observation 1: Local
accountability (nationwide). 2074
decentralization strategy might provide
alternative accountability indicator.

Baseline: a) 16% of citizens trust
municipal assemblies and 21% of citizens
trust mayors (source: CSS 2011 European
PROGRES area); b) No direct election of
mayors (source: IDS Local Government
Assessment 2012).

Targets: a) More citizens trust municipal
assemblies and mayors (source: CSS 2015
and 2017); b) Pros and cons of direct elec-
tion of mayors discussed widely and pub-
licly (source: media reports 2014-2017).

Field of observation 2: Local
transparency (nationwide).

Local governments are increasingly trans-
parent towards their citizens (and the
private sector).

Baselines: a) 10% of citizens express to
have sufficient information on actions and
decisions of local governments (source:
CSS 2011); b) Initial campaigns for merit-
based jobs assignments launched (source:
media reports 2013); c) E-governance
strategy initialized (source: NAD 2014-
2017).

Target values: a) More citizens have suffi-
cient information on actions and decisions
of local governments (source: CSS 2015
and 2017); b) Cultural change towards
merit-based job assignment observed
(source: media reports 2014-2017);

¢) Functioning e-governance (source: NAD
2018-2021).

1 Strategic documents: EU Progress Report; Serbian Needs Assessment Document (NAD) for international assistance 2014-2017; Action Plan for Ser-
bian Public Administration Reform 2009-2012; Citizen Satisfaction Surveys supported by SDC; municipal self-assessment index by SCTM; National
Social Inclusion Report; Memorandum on Budget and Economic and Fiscal Policy 2011-2013 including Strategy for Internal Financial Control in the
Public Sector and Public Debt Management Strategy; Tax Administration Development Strategy 2010-2014; Joint Inclusion Memorandum; National
Strategy for Improving the Position of Women and Promotion of Gender Equality; Serbia’s Report on Implementing the Convention on the Elimination

of All Forms of Discrimination against Women; Public Administration Reform Strategy and Decentralization Strategy due in 2014.
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Domain of intervention 1: Governance
Overall objective: Advanced democratic, efficient and effective governance in Serbia

(1) Swiss portfolio outcomes

(2) Contribution of Swiss Programme

(3) Country development outcomes

Outcome statement 2:

Increased quality of and access to mu-
nicipal services for citizens (in particu-
lar vulnerable groups) and companies.

Field of observation 1: Quality and
access to municipal services for citizens
(targeting women and men equally) and
the private sector improved.

Baseline: 17% of citizens express that local
governments respond to the needs and
interests of citizens (source: CSS 2011).
Baseline measuring private sector satisfac-
tion scheduled in 2014 by GIZ/ PROGRES
for East and South Serbia respectively.

Target values: a) Higher citizens’ and
private sector satisfaction with municipal
services; b) Improved municipal
competitiveness (2015 and 2017
respectively) (sources: Citizens' and private
sector satisfaction surveys and Municipal
competitiveness index).

Field of observation 2: Cross-sectorial
development of community-based solu-
tions that increase social inclusion of vul-
nerable groups.

Baseline: Actors, plans and budgets in
municipal education, social welfare and
health are not coordinated to respond to
the needs of vulnerable groups (source:
2011 Social Inclusion Unit within Deputy
Prime Minister’s Cabinet (SIPRU) report).

Target value: Municipal authorities ap-
proach vulnerable groups in a systematic
and tailor-made way. Consequently, avail-
able municipal funds meet the needs of
vulnerable groups better (source: 2017
SIPRU report).

Link between (1) and (3):

Switzerland will support the moderniza-
tion of municipal services in about one
third of all local government units and en-
hance capacities for the takeover of new
and better execution of current municipal
competencies for all citizens (women and
men) (with a special emphasis on Roma
and children from vulnerable groups) and
the private sector.

As a general modality, incentive-based
systems will be used to raise municipal
performance to a desired level.

Risks:

e Economic crisis and slow fiscal decen-
tralization impact municipal ability to
improve quality, inclusiveness and access
to services

e Local elections in the course of 2014-
2017 and discontinuity in decision-
making

Assumptions:

¢ Planned adoption of the new decentral-
ization strategy (in 2014) could enhance
coherence in division of labour between
central and local level, ensure more
sustainable municipal finances and thus
provide for a regular and more stan-
dardized quality of municipal services

Outcome statement 2:

Further improving administrative
and management processes in local
self-governments and public utility
companies. (NAD 2014-2017)

Field of observation 1: Improvement as
per municipal self-assessment index by
SCTM and the World Bank (WB) Doing
Business Rating of Serbia.

Baseline: a) First municipal self-assessment
scheduled for 2014; b) WB Doing Busi-
ness Report puts Serbia at 86™ position in
2013.

Target values: a) Improved municipal self-
assessment index (2014-2017) (source:
SCTM municipal self-assessment index);

b) Improved WB rating for Serbia (2014-
2017) (source: WB Doing Business Report).

Field of observation 2: Social inclusion
measures are applied through increas-
ingly diversified community-based social
services.

Baseline: Progress in inclusive education,
health and social welfare is acknowledged.
Still Roma, rural and uneducated people,
in particular women and girls, face ma-
jor obstacles in accessing public services
(source: 2011 SIPRU report).

Target values: a) Social exclusion is re-
duced and prevented (2017 SIPRU report);
b) Vulnerable groups become equal users
of public services (source: 2017 SIPRU
report).
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Domain of intervention 1: Governance
Overall objective: Advanced democratic, efficient and effective governance in Serbia

(1) Swiss portfolio outcomes

(2) Contribution of Swiss Programme

(3) Country development outcomes

Outcome statement 3:

Good local economic governance and
strengthened public finance manage-
ment at sub-national level (municipal
finance, accounting, procurement and
property departments, respective assembly
committees).

Field of observation 1: Sub-national
budget cycle and inter-governmental fi-
nance system.

Baseline: Proven need and increasing de-
mand for PFM reform: a) Unpredictable
and non-transparent central to local gov-
ernment transfers; b) Inadequate priority
setting in capital investment; ¢) Lacking
financial management and procurement
skills and procedures; d) Irregular tax en-
forcement; e) Only partial audits (source:
WB Municipal Finance and Expenditure
Review (MFER) 2013); f) Only initial steps
taken for property transfer from central to
local government ownership.

Target values: a) Predictable and transpar-
ent central to local government transfers;
b) Adequate priority setting in capital
investment; c) Efficient financial manage-
ment and effective procurement skills;

d) Growing tax enforcement; e) Regular
audit; f) Selected municipalities use their
property as assets for revenue generation
and collateral for loan taking.

Field of observation 2: Sub-national
PFM assessment (e.g. according to Public
Expenditure and Financial Accountability
(PEFA) methodology).

Baselines: a) WB MFER 2013; b) No experi-
ence in sub-national PEFA assessments;

¢) No sub-national PFM action plans avail-
able (source: WB MFER 2013).

Target values: a) MFER finalized and dis-

cussed; b) PEFA sub-national assessments
conducted and discussed; c) at least one

municipal PFM action plan available and

under implementation.

Link between (1) and (3):

Switzerland will analyse efficiency and ef-
fectiveness of local government spending
and identify weaknesses in PFM at local
level. It will support the improvement of
PFM capacities in about one third of all
municipalities. Currently, effective sub-
national PFM is also limited by the lack
of a clear PFM strategy and reform plan
at central government level. While the
focus of Outcome 3 is on improved sub-
national PFM, interventions can thus not
be reduced to sub-national government
level only and need to take national PFM
reforms into account.

PFM reforms always have to strike a bal-
ance between the objectives of macro-
economic stability, sufficient funding for
public service delivery and an attractive
business environment. Therefore, close
cooperation between the interventions
for Outcome 3 (Governance Domain) and
Outcomes 3 and 4 (Economic Develop-
ment Domain) is required.

SCTM advocacy aims at predictable and
adequate transfers for municipal service
delivery and to advance fiscal decentraliza-
tion (enforce property transfer from cen-
tral to local government).

Risks:

e Severe economic situation hinders the
reforms

Assumptions:
e Political willingness of the government
towards PFM reforms

Outcome statement 3:

Increased effectiveness and efficiency
of public administration.
(NAD 2014-2017)

Field of observation 1: Scrutiny of

municipal state auditor’s report and
municipal annual financial reports.

Baselines: a) Low scrutiny by municipal
assemblies (source: UNDP survey 2013);
b) Limited sample of municipalities for
annual state audit review (approximately
20 according to SCTM in 2013).

Target values: a) Reports discussed in mu-
nicipal assemblies and recommendations
followed up (source: UNDP survey 2015);
b) Larger sample of municipalities for State
Audit review (source: SCTM 2017).
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Domain of intervention 1: Governance
Overall objective: Advanced democratic, efficient and effective governance in Serbia

(1) Swiss portfolio outcomes

(2) Contribution of Swiss Programme

(3) Country development outcomes

Outcome statement 4:

Coherent decentralization and social
inclusion reform (vertical dimension of
governance).

Field of observation 1: Decision-taking
by line ministries, MoF and local govern-
ments.

Baselines (decentralisation): a) Inter-gov-
ernmental consultations have no binding
character; b) Frequent ad hoc decisions
taken by powerful ministries; ¢) Adminis-
trative, fiscal and political decentralization
do not match (source: IDS report 2012).

Target values (decentralisation): a) Pre-
dictable and adequate central to lo-

cal government transfers; b) Informed
decision-taking as a result of a transparent
and institutionalized negotiation process
between SCTM, MoF and line ministries,
built on consensus or compromise (source:
SDC sector assessment or capitalization
2017).

Baseline (social inclusion): SIPRU has de-
fined social inclusion policies in line with
EU conditionality (source: SIPRU 2011).

Target value (social inclusion): SIPRU facili-
tates the implementation of social inclu-
sion and gender mainstreaming policies
in education, health, social welfare and
employment at the local level and advises
local governments on responsible budget-
ing for social inclusion and gender main-
streaming (source: SIPRU 2017).

Link between (1) and (3):

Switzerland will continue to support
SCTM advocacy efforts towards coherent
decentralization reforms. In addition,
social inclusion policy mainstreaming will
be supported in about one third of all
municipalities. Switzerland will additionally
invest resources for policy reform with the
line ministries in charge of decentralization
and social inclusion (including gender
mainstreaming). Switzerland will continue
supporting SIPRU in particular due to their
higher involvement in EU negotiation
process.

Risks:

e Lack of political will in line ministries
to engage in the policy reform on
fiscal decentralization issues and social
inclusion agenda

® Low buy-in by the MoF
e Elections

Assumptions:

e Ministry of Regional Development and
Local Self Government (MoRDLSG)
is able to define and implement the
National Decentralization Strategy

¢ Growing domestic drive for social
inclusion agenda (additional to EU
conditionality)

Outcome statement 4:

Improving public policy development
and implementation in accordance
with strategic priorities of the govern-
ment of Serbia. (NAD 2014-2017)

Field of observation 1: Adoption

and implementation of relevant public
policies and pieces of legislation that
define functioning, service provision and
performance of municipalities.

Baselines: a) No annual plan for the adop-
tion of new or revised laws and policies;
b) Decentralization Council dissolved;

¢) Intergovernmental LSG (local self gov-
ernments) financing committee not work-
ing (sources: IDS report 2012 and SCTM
2013).

Target values: a) Consensus on New De-
centralization Strategy between munici-
palities and central government reached;
b) Full implementation of the Decentraliza-
tion Strategy including budget allocation
(source: Decentralization Strategy imple-
mentation report 2017).

Field of observation 2: Establishment of
joint working bodies at national and local
level to work on social inclusion policies
and gender budgeting.

Baselines: a) Inter-sectorial Commission on
Social Inclusion established, however with
very limited influence; b) Legal and insti-
tutional framework related to gender and
anti-discrimination established, however,
not implemented (source: SIPRU 2011).

Target value: Legal basis for budget com-
munity-based social inclusion measures is
established and implemented nationwide,
with particular focus on multiple marginal-
ized women and girls (with different mu-
nicipal departments contributing financial
means and responsible for monitoring)
(source: SIPRU 2017).
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Domain of intervention 1: Governance
Overall objective: Advanced democratic, efficient and effective governance in Serbia

(4) Lines of intervention (Swiss Programme)

For outcome 1:

¢ Support local governments and assemblies to promote accountability and transparency (including property tax enforcement and
completeness of budget cycle). If invited, support reform on (local) election law.

¢ Promote citizen consultation and participation, e-government and social media to enrich local democracy.
For outcome 2:

e Support municipalities in quality service delivery, municipal steering and oversight of public utility companies, and assuming new
competencies.

e Advocate for the introduction of a merit-based system for municipal employees as a precondition for quality service delivery.

e Support municipalities in capital investment planning, technical documentation and developing project pipeline to attract invest-
ments (IPA, private and foreign direct investment).

e Support access to municipal services for all citizens and private sector (e.g. one stop shops and citizen assistance centres).

¢ Introduce integrated IT solutions for effective coordination between different municipal departments and more efficient service
delivery.

e Support measures to prevent social exclusion in municipalities (e.g. early childhood development measures and inclusive pre-
school for vulnerable groups) and coordinated response of municipal departments to efficiently and effectively meet the needs of
vulnerable groups.

For outcome 3:

¢ Support to sub-national public finance management reform, also taking national PFM reform into account (e.g. diagnostics, bud-
get planning, execution, procurement, reporting and audits).

e Support capacity building in PFM for local government officials.
¢ Increase municipal own revenues and advocate for higher predictability of central to local government transfers.

¢ Support implementation of the Public Property Law, central to local government property transfer and property management in
municipalities.

For outcome 4:
e Continue institutional support for the SCTM to safeguard interests of all municipalities in on-going decentralization process.
¢ Provide advisory support to line ministries with competencies in the decentralization process (MoRDLSG and MoF).

¢ Work with academia and think-tanks to create a knowledge base of good governance and make it available to policy makers and
decision takers.

e Facilitate translation and implementation of social inclusion and gender mainstreaming policies in line ministries and municipali-
ties with continued support to the Social Inclusion Unit.

(5) Resources, partnerships (Swiss Programme)

Tentative financial commitment: CHF 30.1 million SDC and CHF 3 million SECO
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Domain of intervention 2: Economic Development
Overall objective: Enhanced competitiveness of the Serbian economy

(1) Swiss portfolio outcomes

(2) Contribution of Swiss Programme

(3) Country development outcomes

Outcome statement 1:

Increased income and employment
opportunities, with a focus on youth
employability.

Field of observation 1: Creation of qual-
ity jobs through better performance of
market systems and income generation in
selected sectors.

Baselines: For Serbia: a) Wood industry:
11,000 jobs; b) Non-timber forest prod-
ucts: 10,000 jobs; For 25 municipalities of
Southwest Serbia: c) Tourism: 5,200 jobs;
d) Traditional products: 750 jobs (source:
Regional Development Agency for South
Serbia (VEEDA) and Regional Development
Agency (RDA) Zlatibor 2012).

Target values: Jobs created: a) 3,500 in
the wood industry and non-timber forest
products; b) 1,000 in the tourism and tra-
ditional products sectors (source: VEEDA
and RDA Zlatibor 2017).

Field of observation 2: Additional in-
come generation within targeted groups.

Baselines: Yearly per person: a) Wood in-
dustry: CHF 0 — new jobs for unemployed;
b) Non-timber forest products: CHF 2,400.
Yearly per sector: ¢) Tourism: CHF 42.6 mil-
lion; d) Traditional products: CHF 330,750
(source: VEEDA and RDA Zlatibor 2013).

Target values: By 2017, additional income:
a) Wood industry and non-timber forest
products: CHF 11.2 million; b) Tourism
and traditional products: CHF 11 million
(sources: VEEDA and RDA Zlatibor).

Field of observation 3: Competences of
young women and men and their school-
to-work transition in regions prone to
migration (South and South-West Serbia)
— Employability.

Baseline: Percentage of unemployed youth
in South and South-West Serbia (ranging
from 51-63%) higher than the national
average of 43%, of which young females
make 52% (source: Labour Force Survey
2013).

Target value: Youth unemployment rate in
South and South-West Serbia is closer to
the national average (source: Labour Force
Survey, 2013-2017).

Link between (1) and (3):

Switzerland contributes to systemic mar-
ket development in selected sectors and
value chains, which will result in more jobs
and income generation with a particular
focus on youth and women. The improved
market performance of selected sectors
contributes to fostering productivity and
competitiveness of the Serbian economy in
the regions of South, Southwest, Central
and East Serbia.

Switzerland supports human resources
development and increases competences
at local level, which will match better the
requirements of the labour market and
dynamic technological changes. Increased
employment of young people in specific
regions prevents migration and brain
drain.

Risks:

¢ The overall economic situation hampers
the creation of new job opportunities
especially for young job-seekers

e Potential future political instability deters
tourists, domestic and foreign invest-
ment

e |Investment in human capital is de-
creased as a result of crisis

¢ Unfavorable demographic trends — out-
ward migration from Serbia (brain drain)
and depopulation of rural areas and
inflow to cities/major towns

e Low interest of young people to par-
ticipate in specific training and employ-
ment programs

Assumptions:

¢ Introduction of new technologies in
order to improve the quality of products,
which will result in higher profits

¢ Continued growth of demand for prod-
ucts and services in the selected sectors

e Unemployment of difficult-to-employ
groups remains prominent topic on
country’s political agenda, also in view
of the EU negotiation process

e The EU accession process will ensure/
encourage creation of new jobs

Outcome statement 12

Improved capacity of the economy to
make the most of its assets, bringing
value added to its own resources, in
order to achieve higher levels of pro-
ductivity, raise living standards and
expand employment opportunities.
(NAD 2014-2017)

Field of observation 1: Unemployment
in targeted regions of South, Southwest,
Central and East Serbia.

Baseline: 24.1% overall unemployment
with 22.3% for men and 26.5% for
women (source: Labour Force Survey of
the Serbian Statistics Office 2013).

Target value: Less than 15% in 2015
(source: National Employment Strategy
(NES) 2011-2020).

Field of observation 2: Income for target
groups.

Baseline: Yearly for Serbia per sector: a)
Wood industry: CHF 33 million; b) Non-tim-
ber forest products: CHF 24 million; Yearly
for 25 municipalities of Southwest Serbia
per sector: ¢) Tourism: CHF 42.6 million; d)
Traditional products: CHF 330,750 (source:
VEEDA and RDA Zlatibor 2013).

Target value: By 2017, 15% income in-
crease in targeted sectors (sources: VEEDA
and RDA Zlatibor).

Field of observation 3: Number of
young people targeted by youth employ-
ment programmes, establishing start-ups
and enterprises.

Baselines: a) 25% of unemployed youth are
included in entrepreneurship programmes
(source: NES, November 2012); b) Youth-at-
risk-of-poverty rate: 18.1% for young men
and 18.4 % for young women.

Target values: a) Increased participation of
unemployed youth in entrepreneurship pro-
grammes (source: NES Yearly Reports 2014-
2017); b) Increased women and young
women'’s employability and career choices
outside traditional occupations (source:
National Strategy for Employment 2020).

Field of observation 4: Specifically-de-
signed active labour market programmes
targeting returnees and other migrants
groups.

Baseline: No specific programmes exist
(source: NES 2013).

Target value: NAD 2014-2017 (tbd).

Strategic documents Outcome Statement 1: Needs Assessment of Serbia for International Assistance 2014-2017; National Employment Strategy

2011-2020; Strategy and policy of the Industrial Development of Republic of Serbia 2011-2020; National Qualifications Framework — being updat-
ed; Memorandum of Understanding between the Government of Serbian and the European Commission on Life Long Learning and Competence
Building; Strategy on the Reintegration of Returnees (2009), Migration Management Strategy (2009)
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Domain of intervention 2: Economic Development
Overall objective: Enhanced competitiveness of the Serbian economy

(1) Swiss portfolio outcomes

(2) Contribution of Swiss Programme

(3) Country development outcomes

Outcome statement 2:

Increased exports/trade of Serbian
products and services.

Field of observation 1: WTO member-
ship and post-accession standards.

Baselines: a) Three bilateral agreements
pending signature in 2013 (source: Ser-
bian Ministry of Trade); b) In 2013, Serbia
is not yet a WTO member.

Target values: a) All pending bilateral
agreements signed by 2014 or 2015
(source: Serbian Ministry of Trade); b) Ser-
bia is a member of WTO by 2014 or 2015.

Field of observation 2: Quality standards
for/certification of agricultural products.

Baseline: In 2013, two products (Zlatar
cheese and Sremski kulen) registered in
Serbia with a geographical indication of
origin (GI) (source: Serbian Intellectual
Property Office).

Target value: By 2017, two to three new
products have a registered Gl (source:
Serbian Ministry of Agriculture).

Field of observation 3: Export of inno-
vative products and services through the
new Science Technological Park.

Baseline: EUR 185 million of IT exports
in 2012 (source: Serbian Investment and
Export Promotion Agency and Serbian IT
clusters).

Target value: 3% increase of IT exports
(EUR 5.5 million) through the Science
Technological Park by 2017 (source: Ser-
bian Investment and Export Promotion
Agency and Serbian IT clusters).

Link between (1) and (3):

Switzerland will provide further technical
assistance to the Ministry of Trade for Ser-
bia’s WTO membership in order to improve
its competitiveness and decrease the trade
deficit through integration into the global
trading system.

Switzerland will support the Serbian
Ministry of Agriculture to improve quality
standards /certification of its agricultural
products, in order to increase its compara-
tive advantage on the global market.

Switzerland will support the Ministry of
Education, Science and Technological
Development in building capacities for a
competitive high-tech sector.

Risks:

¢ WTO accession is linked to external
political conditions which the project by
itself cannot overcome

e The sole registration of Gls will not
contribute to better sales of agricultural
products. Respective value chains need
to be developed in order for the prod-
ucts to reach the markets

Assumptions:
¢ Ministries are committed towards
further implementation of reforms

¢ All stakeholders cooperate in the
process of building a sustainable system
to stimulate innovation economy and
intellectual capital.

Outcome statement 23:

Serbian SMEs are supported to
strengthen their ability to compete in
domestic and international markets,
and have a more significant impact
on the economy, particularly in gen-
erating export revenues that can fi-
nance the country’s consumption and
growth. (NAD 2014-2017)

Field of observation 1: a) All bilateral
agreements are signed; b) Serbia becomes
a WTO member.

Baselines: a) In 2013, three bilateral
agreements pending signature due to
different issues with: USA (agriculture),
Ukraine (political stance) and Brazil (ag-
riculture) (source: Serbian Ministry of
Trade); b) In 2013, Serbia is not yet a
WTO member.

Target values: a) All bilateral agreements
signed by 2014 or 2015 (source: Serbian
Ministry of Trade); b) By 2014 or 2015,
Serbia becomes member of WTO (source:
Serbian Ministry of Trade).

Field of observation 2: Number of Gls
registered.

Baseline: 33 Gls registered in Serbia in
2013 (source: Serbian Intellectual Property
Office).

Target value: By 2017, increased number
of Gls registered (source: Serbian Ministry
of Agriculture).

Field of observation 3: Establishment of
Science Technological Park that links sci-
ence and research to economy and com-
mercialization.

Baseline: In 2013, Serbia lacks a function-
ing Science Technology Park.

Target value: By 2017, Serbia has a func-
tioning Science Technological Park that
contributes to increased exports of Ser-
bian IT products and services.

3 Strategic documents Outcome Statement 2: Needs Assessment of Serbia for International Assistance 2014-2017; The Trade Development Strategy
of the Republic of Serbia 2009-2012; The Strategy of Scientific and Technological Development 2011-2015.
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Domain of intervention 2: Economic Development
Overall objective: Enhanced competitiveness of the Serbian economy

(1) Swiss portfolio outcomes

(2) Contribution of Swiss Programme

(3) Country development outcomes

Outcome statement 3:

Improved business environment for
SMEs.

Field of observation 1: Improved busi-
ness enabling environment in six cities
and ten smaller municipalities through
simplification of selected administrative
processes, respecting the principles of
transparency and accountability.

Baseline: In 2013, private sector costs of
doing business in 11 cities and municipali-
ties are EUR 40.8 million (source: SCTM
and Optimus — Center for Good Gover-
nance).

Target value: By 2014, 30% private sector
cost savings for doing business in 16 cit-
ies and municipalities (source: SCTM and
Optimus — Center for Good Governance).

Field of observation 2: Entrepreneurship
support (training/continued education) in
the high-tech sector, which results in in-
creased investment and new jobs created.

Baseline: a) By 2013, 500 entrepreneurs
have received training or continued educa-
tion (Source: Business Technical Incuba-
tor of Technological Faculties companies
(BITF)); b) By 2013, 200 jobs created by
supported entrepreneurs and/or jobs
retained in the high-tech sector (source:
BITF).

Target values: a) By 2017, 1000 entrepre-
neurs in the high-tech sector have received
training or continued education (source:
Science Technological Park); b) By 2017,
400 new jobs created by supported entre-
preneurs and/or jobs retained in the high-
tech sector (source: Science Technological
Park).

Link between (1) and (3):

Switzerland supports a better business en-
abling environment in local communities
in Serbia, which will attract more invest-
ment and thus contribute to an increased
competitiveness of the economy. The
supported cities are: Novi Pazar, Kraljevo,
Leskovac, Loznica, Sombor and Gornji
Milanovac; the supported municipalities
are: Knjazevac, Kanjiza, Ivanjica, Bajina
Basta, Vladicin Han, Becej, Kovin, Cuprija,
Vlasotince, Tutin.

Entrepreneurship is supported through
knowledge based economic growth

and increased investments are triggered
through programmes specifically devel-
oped to promote the entrepreneurial
skills needed to successfully create and
develop a business and to survive in the
local and global environment (i.e. How to
start a business, Business plan, Marketing,
Management, Sales, Intellectual Property
protection, Mentoring of start-ups by suc-
cessful entrepreneurs).

Risks:
e Political changes

e Resistance of local governments towards
proposed changes

¢ Insufficient absorption capacities at
smaller municialities

* A new economic crisis, which would
decrease demand for Serbian products
and services

Assumptions:

e Measures are carefully aligned with part-
ners’ specific needs and bring improve-
ments to the laws, rules and adminis-
trative procedures that are decisive to
companies’ business activities, thereby
advancing their growth prospects, com-
petitiveness and their integration in the
global economy

¢ Willingness of local authorities for
improvement

¢ Regulatory reform at national level
implemented in parallel

Outcome statement 34

Supported local economic develop-
ment, strengthened economic activity
and promotion of building business-
related infrastructure, linked to busi-
ness services, to increase investment
and the number of enterprises and ac-
celerate their growth. (NAD 2014-2017)

Field of observation 1: Global competi-
tiveness.

Baseline: In 2013, Serbia ranks 101 out of
148 countries (source: WEF Global Com-
petitiveness Index 2013-2014).

Target: By 2017, Serbia’s ranking in the
WEF Global Competiveness Index im-
proved (source: WEF Global Competitive-
ness Index 2017).

Field of observation 2: Investment and
jobs in Serbian high-tech sector.

Baseline: In 2013, limited investment in
the Serbian high-tech sector (source: Ser-
bian Investment and Export Promotion
Agency and Serbian Information Commu-
nication Technology Cluster).

Target values: a) By 2017, new high-tech
production facilities created; b) By 2017,
employment in high-tech sector increased
(source: Science Technological Park).

4 Strategic documents Outcome Statement 3: Needs Assessment of Serbia for International Assistance 2014-2017; The National Strategy for Eco-
nomic Development of Serbia 2006-2012; The Regional Development Strategy 2007-2012; The Strategy of Scientific and Technological Develop-

ment 2011-2015.
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Domain of intervention 2: Economic Development
Overall objective: Enhanced competitiveness of the Serbian economy

(1) Swiss portfolio outcomes

(2) Contribution of Swiss Programme

(3) Country development outcomes

Outcome statement 4:

Strengthened macro-economic
environment.

Field of observation 1: Key public fi-
nance management indicators following
PEFA in the following areas: a) credibility
of budget; b) comprehensiveness and
transparency; c) policy-based budgeting;
d) predictability and control in budget
execution; e) accounting, recording and
reporting; f) external scrutiny and audit.

Baseline: PEFA 2010.

Target value: Improvement on key PFM
indicators (PEFA 2015/16).

Field of observation 2: Number and type
of relevant measures for financial market
regulation and supervision.

Baseline: Need to improve transparency and
consistency in financial sector regulation
and broaden and deepen financial markets
(source: IMF Art. IV consultations 2013).

Target value: Contribute to reviving credit

growth and maintaining financial sector sta-
bility (source: IMF Art. IV consultations 2013).

Link between (1) and (3):

Switzerland will contribute to improved
macro-economic stability through support
for planned reforms and policy dialogue
with the respective key institutions (e.g.
MoF, State Tax Administration, Treasury,
Public Debt Administration, Fiscal Council).
Support will focus on PFM capacities and
strategic planning at the national level.
Peer-to-peer exchanges among Europe

and Central Asia (ECA) countries shall be
fostered to strengthen good practices for
managing public resources. Switzerland will
furthermore contribute to a stronger and
more diversified financial market by provid-
ing support for capital market development
and financial system reforms promoting
adequate regulation and supervision.

Risks:

e Severe economic situation hinders the
implementation of reforms

Assumptions:

e Positive attitude of the new govern-
ment towards macroeconomic stability
reforms

Outcome statement 4°:

Improved transparency, efficiency
and accountability in public finance
management. (NAD 2014-2017)

Field of observation 1: Macroeconomic
stability.

Baseline: In 2013, public debt is 62% of
GDP (source: IMF Art. IV Consultations
2013).

Target value: By 2017, public debt is sta-
bilised and closer to ceiling according to
national fiscal regulation (i.e. 45% of GDP)
(source: IMF Art. IV Consultations 2017).

Field of observation 2: Financial sector
stability.

Baseline: a) High exposure to foreign cur-
rency debt and weak financial currency
markets; b) Streamline regulation and
harmonise supervision (source: IMF Art. IV
Consultations 2013).

Target value: Ensure a sound financial
system (source: IMF Art. IV Consultations,
IMF Financial System Sustainability Assess-
ment).

(4) Lines of intervention (Swiss Programme)

For outcome 1:

For outcome 2:

For outcome 3:

and new jobs created and retained.
For outcome 4:

treasury and public debt operations).

e Private and public sector development in South, East, South-West and Central Serbia, contributing to job creation and income
generation through support to sectors with highest potential for income and employment creation (wood, furniture, non-timber
forest products, tourism and traditional products).

¢ New interventions aimed at enhancement of youth employability, with equal access for women and men and aligned with
private sector requirements; facilitation of their access to the labour market to prevent migration.

e Support to Serbia’s WTO accession and thus access to global markets in order to increase export opportunities.

¢ Protection of intellectual property rights/Gls in order to improve standardization and certification of agricultural products and in
that way increase export of such products, simultaneously increasing incomes of the producers.

e Export promotion of innovative products with the aim to improve the trade deficit, through improving capacities for exporting
products with a high level of domestic value added labour.

¢ Improving the business enabling environment at local level to increase investment and create jobs at local level.
e Entrepreneurship support in the high-tech sector through training or continued education, which results in increased investment

¢ Support strengthening of management of public resources at national level (tax policy, tax administration, internal audit, budget,

¢ Contribute to fostering peer-to-peer cooperation in selected areas (budget, treasury, internal audit).
e Support strengthening of financial sector regulation and supervision.

(5) Resources, partnerships (Swiss Programme)

sector: Serbian Ministry of Economy.

Tentative financial commitment: CHF 16.7 million SDC and CHF 12 million SECO, the latter including regional programmes.

Co-financing is provided in the following fields: a) Wood, furniture and non-timber forest products: local municipalities and the
private sector; b) Export promotion of innovative products: Serbian Ministry of Science; ¢) Entrepreneurship support of the high tech

Key partners are: Regional Development Agencies; National Employment Service; local municipalities; private sector companies; BITF;
Serbian Investment and Export Promotion Agency (SIEPA) — or its successor in case of restructuring; Swiss Import Promotion Programme
(SIPPO); Ministry of Trade; Ministry of Economy; Ministry of Agriculture; Ministry of Regional Economic Development; Ministry of Educa-
tion, Science and Technological Development; Ministry of Finance; Swiss Intellectual Property Office (IGE); local consultancy companies;
Serbian Chamber of Commerce; Standing Conference of Towns and Municipalities; Optimus — Center for Good Governance.

5 Strategic documents Outcome Statement 4: Needs Assessment of Serbia for International Assistance 2014-2017; Memorandum on Budget and
Economic and Fiscal Policy 2011-2013; it includes the Strategy for Internal Financial Control in the Public Sector and the Public Debt Management
Strategy; Tax Administration Development Strategy 2010-2014.

30



Domain of intervention 3: Energy Efficiency and Renewable Energy
Overall objective: Increased energy efficiency and use of renewable energy

(1) Swiss portfolio outcomes

(2) Contribution of Swiss Programme

(3) Country development outcomes®

Outcome statement 1:

Introduction of improved energy-
efficient and environmentally-sound
technologies.

Field of observation 1: CO, emission
reduction through more efficient use of
energy.

Baselines: (Sources: Statistics provided by
Electric Power Company of Serbia (EPS)
and CHP respectively at project inception).

Target values: a) By 2016 or 2017 at the
latest, reduction of ca. 175,000 t/a of CO,
(TENT B) (source: EPS); b) By 2017, reduc-
tion of ca. 1,300 t/a of CO, (CHP) (source:
CHP).

Field of observation 2: Reliability of
TENT B.

Baseline: The production plant is subject
to brown/black-outs (according to AF-
Consult Assessment, average of 33 out-
ages per year over 7-year period prior to
rehabilitation).

Target value: By 2016, 30% decrease in

number of trips for reparations (source:
EPS).

Link between (1) and (3):

Switzerland will contribute to more secure,
reliable and better quality energy supply
by supporting Serbia’s efforts to meet

its energy targets and thus modernizing
Serbia’s energy sector and harmonizing it
with EU requirements as well as by sup-
porting Serbia‘s efforts to improve energy
efficiency.

Risks:

e Slow implementation of newly adopted
laws by the government and towns/
municipalities

® Low buy-in by the government

Assumptions:

e Positive attitude of the government
towards implementing the new energy
legislation

Outcome statement 1:

Security, reliability and quality of en-
ergy supply are ensured with effective
environmental protection.

Field of observation 1: Reduction of CO,
emissions per GDP.

Baseline: 1.27 kg CO,ek/€, ,in 2013
(source: National Energy Sector Develop-
ment Strategy 2025 with projections by
2030).

Target value: 1.17 kg CO,ek/€, . in 2020
(source: Ministry of Energy, Development
and Environmental Protection).

Field of observation 2: Performance and
reliability of energy supply in Serbia.

Baseline: Outages on an annual basis
(source: EPS statistics).
Target value: Increased performance and

reliability of energy supply (source: EPS
2017).

Outcome statement 2:

Increased production of heat and en-
ergy from renewable resources.

Field of observation 1: Replication effect
of CHP run by biomass.

Baseline: In 2011, no CHP runs on biomass
in Serbia (source: Micro Enterprise Devel-
opment Program (MEDEP)).

Target values: a) By 2017, CHP is opera-
tional and feeds renewable energy re-
sources into energy grid (source: MEDEP);
b) By 2017, increased number of produc-
ers and installers of biomass-fuelled power
plants in Serbia and in the region (source:
MEDEP).

Link between (1) and (3):

Switzerland will contribute by supporting
Serbia in its effort to meet its energy targets
and thus modernizing Serbia’s energy sector
and harmonizing it with EU requirements as
well as by supporting Serbia’s effort to in-
crease the use of renewable energies.

Risks:

e Slow implementation of newly adopted
laws by the government and municipali-
ties

* Low by-in by the government

Assumptions:

¢ Positive attitude of the government
towards implementing the new energy
legislation

Outcome statement 2:

Increased production of heat and en-
ergy from renewable resources. (Na-
tional Energy Sector Development Strategy
2025 with projections by 2030)

Field of observation 1: Percentage of
renewable energy in the Serbian energy
portfolio.

Baseline: 21% (2009), of which 0 MW
biomass (source: National Energy Sector
Development Strategy 2025 with projec-
tions by 2030).

Target value: 27% (2020), of which at
least 100 MW biomass (source: MEDEP).

6 Strategic documents: Energy Sector Development Strategy of the Republic of Serbia by 2025 with projections by 2030 (2013), Law on Rational use
of Energy (2013), revised National Renewable Energy Action Plan (2014).
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Domain of intervention 3: Energy Efficiency and Renewable Energy
Overall objective: Increased energy efficiency and use of renewable energy

(1) Swiss portfolio outcomes

(2) Contribution of Swiss Programme

(3) Country development outcomes®

Outcome statement 3:

Municipalities accelerate progress to-
wards energy targets.

Field of observation 1: Energy consump-
tion/capita.

Baseline: Thd after selection of municipali-
ties (source: Energy Consumption Statistics
to be provided by cities).

Target value: Thd after selection of munici-
palities.

Field of observation 2: Energy costs
savings.

Baseline: Thd after selection of municipali-
ties (source: Energy Statistics to be pro-
vided by cities).

Target value: Thd after selection of munici-
palities.

Field of observation 3: Capacity of sup-
ported municipalities in implementing
sustainable energy action planning.

Baseline: New Energy Law adopted in
2011 (source: MEDEP).

Target value: By 2017, measures taken to
implement Energy Law or other energy
efficiency measures at municipal level
(source: MEDEP and municipalities).

Link between (1) and (3):

Switzerland contributes to strengthening
selected municipalities by a) supporting
them in the elaboration and implementa-
tion of their sustainable energy action
plans; b) by supporting them in imple-
menting national energy requirements;

) by supporting them to increase their
energy efficiency and use of renewable
energy.

Risks:

e Slow implementation of newly adopted
laws by government and municipalities

* Low buy-in by government

Assumptions:

e Positive attitude of the government
towards implementing the new energy
legislation

Outcome statement 3:

Municipalities are accountable for im-
proving energy efficiency and the use
of renewable energy. (Law on rational
use of Energy)

Field of observation 1: Total final inland
energy consumption.

Baseline: 8,411 Mtoe in 2008 (source:
Energy Efficiency Plan 2010).

Target value: 7,659 Mtoe by 2018 (equals

an annual reduction of 1%) (source:
MEDEP).

Field of observation 2: Energy intensity
(energy consumption/GDP).

Baseline: 0.464 toe//€,y, in 2010 (source:
Energy Efficiency Plan 2010).

Target value: 0.436 toe//€,y,, by 2020
(source: MEDEP).

Field of observation 3: Implementation
of the new Energy Law at municipal level.
Baseline: New Energy Law adopted in 2011.
Target value: The government takes mea-
sures to support the municipalities in the
implementation of the new Energy Law
(source: MEDEP).

(4) Lines of intervention (Swiss Programme)

For outcome 1:

¢ Implementation of CHP and TENT B programme.

For outcome 2:
¢ Implementation of CHP.
For outcome 3:

e |dentification and implementation of new energy project(s) at sub-national level with a focus on integrated urban infrastructure

activities in the energy sector.

(5) Resources, partnerships (Swiss Programme)

Tentative financial commitment: CHF 15 million SECO.

Co-financing is provided under both existing projects (January 2014).
Key existing partners are: The Ministry of Energy, Development and Environmental Protection, the City of Belgrade and EPS.
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