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Description of Action, EU Support to Integrated Territorial Development, implemented by UNOPS Final

Executive Summary

The Project is designed to contribute to development and enforcement of the European Union (EU)
models for territorial development on national and local levels in Serbia. It was programmed as a part of
the EU Action Document “EU for Good Governance” under the Instrument for Pre-accession Assistance
(IPA 111) National Action Programme for the year 2024.

The Project builds on the results achieved by its four predecessor programmes implemented since 2010:
the EU PROGRES (2010 - 2014), European PROGRES (2014 - 2018), EU PRO (2018 - 2021) and, in
particular, it builds on the ongoing EU PRO Plus (2021 - 2025). All these programmes contributed to
socio-economic development of less developed regions in Serbia, while building capacities of the key
stakeholders at the local level to plan and implement development projects. The EU PRO Plus initiated
work on the introduction of integral territorial development in Serbia, based on the EU models, and this
Project will ensure further progress.

The Project will enhance national, regional, and local capacities for management of integrated and
sustainable territorial development (ISTD) while considering the EU territorial instruments and
contributing to the fulfilment of the requirements of Chapter 22 - Regional Policy and the Coordination
of Structural Instruments of the EU Acquis. These instruments are supporting local communities to take
more responsibilities for planning their development and tackling socio-economic challenges, thus the
approach is effective in terms of addressing regional disparities.

At the national level, the Ministry of European Integration (MEI) and other line stakeholders will be
further supported to establish a system for management of territorial instruments. The Project will
contribute to improvement of the institutional and regulatory framework thus strengthening the
institutional capacity. It will also strengthen the organisational capacity of MEI to manage territorial
instruments through establishment of governance mechanisms at the national level and enhance
networking and strengthen individual capacity which will enhance performance, foster collaboration and
encourage innovation, while ultimately contributing to sustainability of the Project results.

At the regional and local levels, the Project will enhance capacities of the regional development agencies
(RDAs) and local self governments (LSGs) to apply ISTD approach, which among other introduces
multi-sectoral perspective, facilitate partnerships at different levels, activates territories’ potentials, and
builds foundation for use of multiple sources for development financing. This will be done through
establishment of governance mechanisms for management of territorial instruments at the level of the
territories, creating conditions for compliance with the EU Cohesion Policy requirements during the
pre-accession period. It will address the challenges for meeting the highly demanding governance
requirements to develop and prioritise projects, implement calls for proposals, and procure works and
services to implement integrated projects.

Support will be provided for development of territorial strategies and identification and preparation of
integrated, innovative, sustainable development programmes and projects, ultimately making these
territories ready for usage of EU territorial instruments.

Developed by UNOPS Serbia Multi-Country Office 1
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The Project also includes provision of support and collaboration with the Standing Conference of Towns
and Municipalities (SCTM), which was identified as implementer of the complementary grant scheme
that will support implementation of projects deriving from the integral territorial strategies. Expertise
and experience from other Project activities will be shared with the SCTM, which is also part of the effort
to build national capacity for enforcement of the integral territorial model.

A wide-range of beneficiaries will be targeted by the Project. In addition to MEI and the SCTM, other line
ministries at the national level will be supported in their tasks related to the cohesion policy, and, more
specifically, EU territorial instruments. However, Project activities will predominantly be implemented at
the local level, targeting 144 local self-governments (LSGs) in three regions of Serbia: Sumadija and
Western Serbia, South and Eastern Serbia and Vojvodina. Finally, the greatest benefits will be provided to
selected territories which will be supported to develop and use territorial instruments.

Political commitment of the key stakeholders at the national, regional and local levels are among the key
risks for implementation of the Project activities, as creation of governance mechanisms which need to
be backed by political decisions are at the heart of the Project. Additionally, as the Project requires
strong engagement of its stakeholders and beneficiaries, it will be heavily dependent on their capacities
to engage with the Project, participate and manage related processes.

The Project will be governed by the Steering Committee chaired by the MEI, with involvement from the
donor, and other national stakeholders. It will be a joint body for the Project and activities implemented
by the SCTM, and will assume close coordination between UNOPS and the SCTM. The PSC will be
providing strategic guidance, monitor progress of implementation, review risks and issues, and facilitate
engagement of national partners.

The Project’s interventions will be complemented with communication activities which will be in line
with the Communication and Visibility Manual for European Union External Actions. The
communications will contribute to the improvement of the overall visibility of the EU support to Serbia,
raise awareness of the key stakeholders about the ISTD, facilitate their engagement, and promote the
Project’s work and results, while linking them to the EU integration process.

The EU has provided 3 million Euros which will be implemented by the United Nations Office for Project
Services (UNOPS) over a period of 42 months.

The Project’s performance will be measured against the planned targets within the logical framework
matrix (LFM). Monthly, quarterly, annual, and final report(s) will be produced in order to provide quality
access to Project related information.

Developed by UNOPS Serbia Multi-Country Office 2
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1 Background

1.1 Global, EU and Government Policy*

1.1.1 Global policy

Worldwide urbanisation and its challenges of depopulation and demographic ageing, regional disparities,
problems of urban culture and environmental protection, including climate change, influence the local
context. That is why important topics for integrated territorial development are global development
agendas in the context of UN and World Health Organisation (WHO) policies such as:

UN SDGs Agenda 2030?% (2015) - Efforts are being made at EU level to link UN and EU policies. The Urban
Agenda particularly emphasises the implementation of the Sustainable Development Goals, namely: SDG
11 - Make cities and human settlements inclusive, safe, resilient and sustainable; and SDG 13 - Take
urgent action to combat climate change and its impacts. Out of 17 goals adopted, several are directly
related to the area of social protection: SDG 1 - A world without poverty, SDG 2 - A world without
hunger; SDG 5 - Gender equality and the fight against violence; SDG 8 - Employment; SDG 10 - Reduce
inequality within and among countries; and SDG 16 - Better Governance.

With the adoption of the UN HABITAT Urban Agenda® (2016), states have committed themselves to
transpose the New Urban Agenda into viable and participatory urban policies at national and
sub-national levels. Paragraph 15 of the New Urban Agenda stipulates that national governments play a
leading role in defining and implementing policies and legislation in the field of sustainable urban
development, and that the contribution of sub-national and local governments, civil society and other
relevant actors is equally important and transparent, and responsible.

1.1.2 EU urban and territorial policy and EU tools for territorial development

In order to promote its overall harmonious development, the European Union has increasingly been
strengthening its economic, social and territorial cohesion. In particular, the EU aims to reduce
disparities between the levels of development of its various regions. Among the regions concerned,
special attention is paid to rural areas, areas affected by industrial transition, and regions which suffer
from severe and permanent natural or demographic handicaps, such as the northernmost regions with
very low population density, as well as island, cross-border and mountain regions.*

These basic policies carry a strong urban and territorial dimension - they are place-based. Since the
publication of the Barca Report in 2009,” the European Commission (EC) has introduced a number of
new instruments and possibilities for supporting and extending the approach and practice of integrated

' This Chapter refers to the various EU and national policies for information purposes only and shall not be deemed a waiver, express or implied,
of any of the privileges and immunities of UNOPS, including its subsidiary organs.

2 UN SDGs Agenda 2030 (2015)

3 UN HABITAT Urban Agenda (2016)

4 Treaty on the functioning of the European Union, Article 174

® Ec.europa.eu Barca report (2009)
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urban development. They are characterised by an intensified role of the direct link between the
European level, cities and urban settings and implemented through multi-level governance. Recent EU
policies highlight the role and growing importance of urban areas of all sizes in the EU, as well as local
and regional authorities. The following policies are important to support integrated territorial / urban
development:

With the adoption of the Leipzig Charter on Sustainable Cities in 2007°, an integrated approach to urban
development became the focus of overall European development. The revised New Leipzig Charter - The
transformative power of cities for the common good’ was adopted at the Informal Ministerial Meetings
organised on 30 November 2020 under German Presidency. It provides a key policy framework
document for sustainable urban development in Europe. The Charter highlights that cities need to
establish integrated and sustainable urban development strategies and ensure their implementation for
the city as a whole, from its functional areas to its neighbourhoods.

The EU Urban Agenda® (2016) encourages an integrated and coordinated approach to the EU's urban
dimension, and national policies and legislation. It builds on the principles of subsidiarity and
proportionality and focuses on the three pillars of EU policy making and implementation: better
regulation, better funding and better knowledge. The EU Urban Agenda encourages integrated urban /
territorial development by targeting above and beyond sectoral policies, beyond administrative
boundaries - functional urban areas, including small and medium-sized cities. The agenda prioritises the
following topics: air quality, housing, inclusion of migrants and refugees, urban poverty, tasks and skills in
local economy, circular economy, digital development, urban mobility, climate change adaptation, energy
development, sustainable use of land and nature-based solutions, innovative and responsible public
procurement, safety of public spaces, culture and cultural heritage.

The Territorial Agenda 2030°: A future for all places (2020) is a strategic framework document
encouraging strategic spatial planning. It calls for strengthening the territorial dimension of sectoral
policies at all governance levels and advocates a place-based approach to policy-making. The Territorial
Agenda seeks to promote an inclusive and sustainable future for all places and help achieve Sustainable
Development Goals in Europe. It contributes to key European objectives, such as a ‘Just Europe’ offering
future perspectives for all places and people, and a ‘Green Europe’ that protects common livelihoods
and shapes societal transition. The Territorial Agenda is accompanied by pilot actions™ in which several
countries are working together to implement the agenda’s priorities.

Rural Development Policy'! helps EU rural areas respond to the wide range of economic, environmental
and social challenges of the 21 century. Also referred to as the "second pillar" of the Common
Agricultural Policy (CAP), it complements the system of direct payments to farmers and measures for
managing agricultural markets. Member States and regions draw up rural development programmes

® Bmi.bund.de Leipzig Charter on Sustainable Cities (2007)

7 The New Leipzig Charter and Implementing document (2020)
8 Ec.europa.eu EU Urban Agenda (2016)

° Ec.europa.eu Territorial Agenda 2030 (2020)

0 https://territorialagenda.eu/pilot-actions/

! Ec.europa.eu Rural Development Policy
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(RDP) based on the needs of their territories and address at least four of the six common EU priorities™.
The EU's rural development priorities are divided into "target areas". Within the national RDPs to be
developed, Member States or regions set quantified targets for those areas. They then determine the
measures and funding to achieve these goals. At least 30% of the funding for each RDP must go to
measures relevant to the environment and climate change, and at least 5% to LEADER, the rural variant
of Community-led Local Development (CLLD). Rural development measures also support the diversity of
the rural economy and the quality of life in rural areas.

In December 2019, the European Commission launched the European Green Deal (EGD)" as its new
flagship policy. Its achievement would take Europe to climate neutrality by 2050 and see EU economies
producing net zero carbon emissions by that date. The main goals are the following: there are no net
emissions of greenhouse gases by 2050; economic growth is decoupled from resource use, and no
person and no place is left behind. The EGD defines the set of actions to boost the efficient use of
resources by moving to a clean, circular economy, and restore biodiversity and cut pollution. Reaching
this target requires action by all sectors of economy, including: 1) investing in environmentally-friendly
technologies; 2) supporting industry to innovate; 3) rolling out cleaner, cheaper and healthier forms of
private and public transport; 4) decarbonising the energy sector; 5) ensuring buildings are more energy
efficient, and 6) working with international partners to improve global environmental standards. In order
to help businesses and regions that are most affected, the EU provides financial support and technical
assistance through the Just Transition Mechanism in order to mobilise at least €100 billion over the

period 2021-27.

The implementation of the Europe 2020 Strategy is primarily funded by European Structural and
Investment Funds (ESIF). In the financial perspective 2014-20, a strong emphasis was on the
concentration of priorities to address key changes identified in strategic documents. In that respect, the
EU requested from Member States to prepare national and/or regional smart specialisation strategies as
main tools to identify and implement structural changes in the economy. Another focus was on the
optimal combination of funding sources to support the real needs on the ground. One way was the
introduction of the territorial policy frameworks Integrated Territorial Investments (ITl) and
Community-led Local Development (CLLD) to encourage the development and implementation of
integrated territorial development strategies. In 2014-20, there were over 3,800 territorial, urban and
local strategies, which had an allocation of around €42 billion of EU funding. This focus on territorial
development was continued and emphasised in the subsequent 2021-27 programming.

The new EU Cohesion Policy™ for 2021-27 has five Policy Objectives (PO): PO1) Smarter Europe, through
innovation, digitization, economic transformation and support for SMEs; PO2) Green Europe, low carbon,
investment in energy transition, renewable energies and combating climate change; PO3) Connected
Europe, with strategic transport and digital networks; PO4) A socially responsible Europe, providing a

12 1) fostering knowledge and innovation transfer in agriculture, forestry and rural areas; 2) improving the sustainability and competitiveness of
all types of agriculture, fostering innovative farming technologies and sustainable forest management; 3) encouraging the organisation of the
food chain, animal welfare and risk management in agriculture; 4) restoration, conservation and enhancement of ecosystems related to
agriculture and forestry; 5) depleting resource efficiency and supporting the transition to a low carbon economy and climate resilience in the
agriculture, food and forestry sectors; 6) promoting social inclusion, poverty reduction and economic development in rural areas.

3 European Commission European Green Deal 2019 - 2024 (2019)

¥ Ec.europa.eu EU Cohesion Policy (2021-27)
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level of social rights and supporting quality employment, education, skills, social inclusion and equal
access to health care; and PO5) Europe closer to citizens, supporting local development strategies and
sustainable urban development. It also has two horizontal objectives: developing administrative
capacity and cooperation between regions and across borders. PO5 is exclusively through territorial
tools, i.e. Integrated Territorial Investment (ITl) and Community-led Local Development (CLLD), but also
similar tools designed by the Member States. One of the key ESIF for territorial development, the
European Regional Development Fund (ERDF), will continue to have a particular focus on sustainable
urban development (SUD), with a national commitment of at least 8% for integrated territorial
development in urban areas. In each EU Member State, these funds must be channelled through
integrated territorial strategies developed by stakeholders in the territories addressed. Also, the relevant
territorial authorities need to select or at least be involved in the selection of projects supported by
these strategies, which are approved by the relevant programme management bodies. Targeting
particularly urban stakeholders, the European Urban Initiative (EUI) has been launched in 2021 to offer a
programme of networking and capacity building.

EU tools for territorial development

To address economic, environmental, climate, demographic and social challenges, the ERDF supports
integrated territorial development based on territorial strategies that are focused on urban areas,
including functional urban areas (‘sustainable urban development’). There is an obligation for Member
States to allocate at least 8% of their ERDF resources under the Investment for jobs and growth goal,
other than for technical assistance, to sustainable urban development. There is a range of frameworks to
do, but common to them is that the relevant territorial authorities need to take on important
implementation responsibilities. For instance, they shall select or shall be involved in the selection of
operations.

EU-funded territorial development goes beyond the urban dimension and the ‘umbrella term’ for
territorial interventions supported by European Structural and Investment Funds (ESIFs) is ‘integrated
territorial development’. Integrated territorial development encompasses territorial specifically designed
instruments, such as Integrated Territorial Investments (ITl) and Community-led Local Development
(CLLD). These are not obligatory, but Member States can choose the most appropriate models for their
territorial and governance context.

Integrated Territorial Investment (ITl) makes it possible for EU Member States to combine resources
from different ESIFs under the priority axes of one or more Cohesion policy-funded programmes. ITls
may be used to implement territorially-integrated investment. These can be urban, which makes them
tools to implement the obligatory share of funding that needs to be dedicated to SUD, and they may or
may not also include the use of CLLD frameworks. They also require Member States to delegate some
management tasks to the local or regional level, e.g. municipalities or bodies representing functionally
connected territories. Member States also have to design national policy frameworks that allow local
actors to express their views, to cooperate, to exchange experiences, and to build trust.

ITls provide an effective means of integrating investment priorities, thematic objectives and different
funds within a defined territory. Their use encourages the greater involvement of local stakeholders in

Developed by UNOPS Serbia Multi-Country Office 7
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the rollout of sustainable development strategies and promotes change in local and regional planning
culture. In addition, they can play a useful role in establishing closer links between urban areas and their
rural hinterlands.

The basic contents required of ITI strategies, as well as any EU-funded strategy contributing to the SUD
earmarking of 8%, are: (a) the geographical area covered by the strategy; (b) an analysis of the
development needs and the potential of the area, including economic, social and environmental
interlinkages; (c) a description of an integrated approach to address the identified development needs
and the potential of the area; (d) a description of the involvement of partners in the preparation and in
the implementation of the strategy. The strategies may also contain a list of operations to be supported.

The latest instrument - the European Urban Initiative (EUI)* is introduced with an aim to strengthen
integrated and participatory approaches to sustainable urban development and provide a stronger link
to relevant EU policies.

Community-led Local Development (CLLD) has emerged from the successful bottom-up LEADER

approach to rural development. CLLD is no longer a model aimed exclusively at small-scale rural
development, it has also been extended for use in urban areas. CLLD is a tool for use at a sub-regional
level. It must be led by Local Action Groups composed of representatives of public and private local
socio-economic interests, in which no single interest group controls the decision-making. It must be
carried out through integrated community-led local development strategies.'® The scope of CLLD allows
local strategies to focus on challenges like social inclusion, climate change, the segregation of Roma and
other disadvantaged groups, youth unemployment, urban deprivation, urban-rural linkages and so on.
The essential requirements of CLLD are the establishment of a LAG, the drafting of a local development
strategy and the definition of the area and population covered by that strategy.

It is important to note that ITls and CLLD cannot only be used independently from each other, but they
can also be combined, e.g. by including a territory making use of the CLLD method into an ITI.

European Urban Initiative (EUI). This new Commission instrument provides coherent support for cities,

building on all thematic priorities of the Urban Agenda for the EU and covering all urban areas."” This
initiative aims to strengthen integrated and participatory approaches to sustainable urban development
and provide a stronger link to relevant EU policies, and in particular, cohesion policy investments by
facilitating and supporting cooperation and capacity building of urban actors, innovative actions,
knowledge, policy development and communication in the area of sustainable urban development.

The EUI combines three main strands of activities, taking into consideration the experiences of the
URBACT Programme®® and the Urban Innovative Actions': (a) support for capacity-building; (b) support
for innovative actions and (c) support for knowledge, policy development and communication

>Ec.europa.eu EU Urban initiative post 2020 (2019)

16 ‘proposal for a Common Provisions Regulation’, Chapter II, Territorial Development (Op. cit.)
7 Ec.europa.eu European urban initiative post 2020 commission proposal

'8 https://urbact.eu

' https://uia-initiative.eu/en
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European Territorial Cooperation (ETC) also known as Interreg, is one of the two goals of cohesion policy
and provides a framework for the implementation of joint actions and policy exchanges between

national, regional and local actors from different Member States. The overarching objective of the ETC is
to promote a harmonious economic, social and territorial development of the Union as a whole. Interreg
is built around three strands of cooperation: cross-border (Interreg A), transnational (Interreg B) and
interregional (Interreg C). Funded through ERDF, this is one of the oldest EU initiatives to territorial
development that also contributed to preserving stability. There are also a number of cases in which
territorial instruments are implemented in a cross-border context, such as an ITl between Italy and Slovenia
and CLLD between Austria and Italy.

1.1.4 Government Policy

Since the Project aims to continue on the results achieved through the ongoing EU PRO Plus Programme
focused on establishment of the national model for integrated sustainable territorial development
(ISTD), it will be focused on support in establishment of the national model for ISTD, further capacity
building in this area and further support in establishment of strategic framework at territorial level
through development of territorial strategies and the mechanisms for their implementation. This will
contribute to the alignment of Serbia with the EU policies on territorial development and shifting
intervention logic towards implementation of the place based approach.

The 2023 European Commission Progress Report® states that Serbia is moderately prepared in the area
of regional policy and coordination of structural instruments and calls for timely implementation of the
EU cohesion policy action plan, including legislative adoption, institutional framework definition, and
administrative capacity strengthening. The report underscores the need for effective administrative
capacity to manage EU funds and permanent appointments in key positions for compliance with EU
standards.

The Report indicates Serbia's moderate preparedness in economic development, with a post-COVID
rebound in GDP growth in 2021 followed by a slowdown in 2022, partly due to global consequences of
the war in Ukraine. The banking sector remained stable, and fiscal support measures helped improve the
budget balance in 2021, though unemployment slightly increased.

The private sector, though developing, faces challenges in rule of law, corruption, and judicial efficiency.
Improvements are noted in Serbia's economic structure and EU integration, with still ongoing
development needs in education, infrastructure, and SME support. The competitiveness and inclusive
growth cluster have seen progress in social policy, economic policy, enterprise policy, scientific
development, and education, aligning with European quality assurance standards while the internal
market made advancements in company law, worker mobility, and the free movement of goods.
Likewise, further efforts are needed to ensure systematic financing and effective cooperation between
the government and civil society as verbal attacks and smear campaigns against CSOs continue.

20 gc Report for Serbia
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Chapter 22 - Regional Policy and Coordination of Structural Instruments®’ covers the rules related to
the planning and implementation of European Union Cohesion Policy (EUCP), using the European
Structural and Investment Funds. These regulations define common and fund specific rules for
implementation of cohesion policy including the objectives, the funds for its implementation, the
financing priorities, as well as the principles and rules for support and the amount of available financial
resources. These regulations also set out the necessary strategic and programmatic framework, thus, a
specific programming document, which must be agreed with the European Commission, as well as the
institutional framework for managing those programmes.

The establishment of a fund/programme management system for the overall development of a Member
State is the backbone of this chapter. Since this is a system which should ensure the effective, efficient
and visible use of funds for socio-economic development of the Member States, the establishment of
this system - including issues of planning/programming, implementation, monitoring and evaluation, and
financial management and control - presents a significant challenge.

With regards to the Chapter 22, Serbia needs to demonstrate its ability to address the demands of EUCP
and ability to absorb the considerable funding streams associated with it. Chapter 22 requires creation of
procedures and institutional structures related to the reduction of socio-economic disparities between
Serbia’s regions, and instruments to address the Urban Agenda of the EU.

In order to open negotiations in this chapter, in April 2019 Serbia drafted an Action Plan for Fulfilment of
the Conditions in the Area of EU Cohesion Policy — Chapter 22??, detailing a set of actions with goals and
timelines to meet the requirements arising from the EUCP. The Action Plan consists of six interrelated
sections (1) legislative framework, 2)institutional framework, 3) administrative capacity, 4) programming,
5) monitoring and evaluation and 6) financial management and control (including audit). The further
activities on ISTD as a part of the effort in establishment of the system of Cohesion Policy should
contribute to resolving the key identified issues.

The Action Plan also states that the institutional system for managing funds will be centralised with a
strongly mandated Coordination Body. The Ministry of European Integration will perform the role of this
body in order to ensure coordination among different EU policies and instruments, Programmes and
funds. Furthermore, it is stated that the number of operational programmes will be limited (up to three)
and multi-sectoral. In that respect, implementation of territorial instruments will have to be envisaged.
With the assistance of the IPA 2015 project, the Ministry of European Integration prepared the first draft
of the Methodology for Preparing the Partnership Agreement and Cohesion Policy Programmes with the
Programming Calendar. The Methodology provides guidance for the Serbian Administration and other
stakeholders on how to organise the programming process and activities that should be conducted.

Although Chapter 22 has not yet been opened, the preparatory work has already started. The draft Law
on the Establishment and Functioning of the System for Management of Cohesion Policy (the Law) was
adopted by the Government of the Republic of Serbia on 12th September. It is expected to be adopted
by the National Parliament by the end of 2024. Once officially approved and assigned by the President,
the Law will be published in the Official Gazette and will come into force 8 days later that is expected to

2 https://ec.europa.eu/neighbourhood-enlargement/policy/conditions-membership/chapters-of-the-acquis_en
2 http://www.mei.gov.rs/upload/documents/pristupni_pregovori/akcioni_planovi/ap_pg 22.pdf
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be until the end of the year. The draft Law was developed following extensive consultations with various
ministries, the public, and the European Commission. Additionally, two bylaws (Government Decrees) for
each Cohesion Policy Goal will accompany the Law and are currently in preparation. The bylaws will
further regulate the institutional framework for implementing the Cohesion Policy.

The goal of the Draft Law on the Establishment and Functioning of the Cohesion Policy Management
System?is to establish a system for managing and controlling the implementation of the EUCP, as well as
determining the procedure for the preparation of relevant documents in accordance with the objectives
of the Cohesion Policy and the obligations of the Republic of Serbia assumed in the process of accession
to the EU. The law regulates: goals and principles of the Cohesion Policy with funds for financing the
implementation related actions; strategic framework and procedures for preparing programs for the use
of the cohesion funds; the system and division of responsibility for managing and controlling the
implementation of Cohesion Policy programs; implementation, monitoring, reporting, evaluation,
visibility and informing the public about its results.

Cohesion policy is implemented in accordance with the rules of shared management between the
European Commission and a Member State, which determine the manner of execution of the budget
funds of the European Union from CP funds that are designated for a Member State. Funds for financing
the CP under 2021-2027 financial perspective are provided from: 1) the European Fund for Regional
Development (ERDF); 2) European Social Fund Plus (ESF+); 3) Cohesion Fund (CF) and 4) Fund for Just
Transition (FPT). These funds contribute to the strengthening of economic, social and territorial cohesion
through the achievement of the goals of Investment in jobs and growth and European Territorial
Cooperation (Interreg). The procedure for the preparation, adoption, and implementation of the
Partnership Agreement and programmes, as well as the monitoring and evaluation of the CP on the
territory of the Republic of Serbia, should be organised and implemented through a comprehensive
partnership that, in accordance with the needs of the preparation, adoption, and implementation of a
specific programme, may include at least the following partners: 1) state administration bodies, expert
services of the Government; 2) bodies of autonomous provinces and local self-government units; 3)
subjects of regional development; 4) economic and social partners, including nationally, regionally and
locally organised social partners, chambers of commerce, business associations and other similar bodies
at the national and regional level; 5) relevant bodies that represent civil society, especially citizen
associations and bodies that aim to protect the environment, promote social inclusion, basic human
rights and freedoms, the rights of persons with disabilities, gender equality and non-discrimination; 6)
universities, faculties and other scientific research organisations. According to the European Commission
2024 Annual Progress Report for Serbia, “the potential of regional development agencies and local
development offices is underused”.

The Strategy of the Public Administration Reform in the Republic of Serbia for the period from 2021 -
2030 was adopted in April 2021 and updated in July 2021. The Strategy aims for an efficient, responsible
and transparent administration that provides quality and easy access to the professional and effective
services. While a set of measures and goals have been created to improve the capacities of the public
administration, simplify administrative procedures, establish electronic data registers, promote the

2 http://www.parlament.gov.rs/upload/archive/files/cir/pdf/predlozi zakona/14 saziv/2134-24.pdf
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digitalisation, and improve public services to citizens and economy, in the Project context, the most
relevant is priority aimed to achieve that evidence-based public policies are effective, prepared in a
transparent, inclusive and coordinated manner and strengthened by further implementation of
regulatory reform and anticipates capacity building and provision of instruments for quality management
of public policies and increasing public participation in creating policies and regulations and monitoring
their effects.

The Project considered provisions of the Law on Territorial Organisation Republic of Serbia®* (2018)
which defines the administrative divisions of Serbia - autonomous provinces, statistical regions, districts,
cities and municipalities in its design. Relying on the experiences of the predecessor EU PRO Plus
Programme, the Project will follow the provisions of the Law on Territorial Organisation when defining
the territories to be supported for usage of territorial instruments and development of territorial
strategies.

The Law on Regional Development® (2015) and the Regulation on the Nomenclature of Statistical
Territorial Units®® (2010) establish statistical territorial units corresponding to EU NUTS levels. The
Regulation on the Nomenclature of Statistical Territorial Units defines statistical territorial units
corresponding to NUTS 1, NUTS 2 and NUTS 3 levels. In order to stimulate regional development in
Serbia, the law has determined, out of a total of 5, the regions of Sumadija and Western Serbia and the
region of South and East Serbia. The Law defines the goals of stimulating regional development and the
way of financing?’

According to the Law on Local Self Government (LSG)*® (2018), the LSG units monitor the process of EU
integration of the Republic of Serbia and develops the necessary administrative capacities®. The LSGs
adopt strategic plans and programmes for local economic development®®; adopts and implements
programmes for stimulating local economic development, undertakes activities for maintaining existing
and attracting new investments and improving general business conditions. The latest amendment to the
Law in 2018 introduced provisions to enable LSGs to cooperate and join together to achieve common
development goals, plans and programs®!, and strengthen the position of the local communities (“mesna
zajednica”) as the lowest form of local self-government, in order to encourage subsidiarity. The Project

“The objechves of promotmg reg|onal development are: 1) overaII socio-economic sustamable development; 2) reducmg regional and
intra-regional disparities, in terms of socio-economic development and living conditions, with an emphasis on encouraging the development of
underdeveloped, devastated industrial and rural areas; 3) reducing negative demographic trends; 4) development of economy based on
knowledge, innovation, modern scientific and technological achievements and management organisation; 5) development of competitiveness at
all levels; 6) establishment of a legal and institutional framework for planning, organising, coordinating and implementing development
activities; 7) encouraging inter-municipal, inter-regional, cross-border and international cooperation in matters of common interest; 8) more
efficient use of indigenous natural resources and resources, as well as foreign resources, at the republic, provincial, regional and local levels.
Financing of regional development is done from the following sources: the budget of the Republic of Serbia, the budget of the autonomous
provinces, the budget of the city of Belgrade, the budget of local self-government units, pre-accession funds of the European Union,
non-repayable development assistance of the international community and other programs of the European Community, development loans of
international financial institutions and commercial banks, donations, contributions and gifts of legal and natural persons, and other sources in
accordance with the law.

8 https://www.paragraf.rs/propisi/zakon o lokalnoj samoupravi.html

» Article 13, paragraph 6

0 Article 20, point 1
3 Article 13
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will follow provisions of this Law in supporting adoption of the territorial strategies, and monitoring their
implementation.

The Law on the Planning System of the Republic of Serbia®> (2018) regulates the planning system
including the management of the public policies system and long-term planning, types and content of
planning documents, mutual compliance of planning documents, the procedure of determining and
implementation of public policies and obligation of reporting on the implementation of planning
documents. The main objective of the Law is to establish an efficient, transparent, coordinated and
realistic planning system that will cover all key aspects of social and economic development policy,
regional and spatial development of the state, province, cities and municipalities, as well as effectively
implement the EU accession process, with optimal use of budgetary funds. In addition, the Law will
improve national and local development planning and its linkage to the budget planning process. In the
context of Project activities, the Law recognised territorial strategies as a public policy document at
subnational level by their coverage®. Further, the Regulation on Methodology of Management of Public
Policies, Analysis of the Effects of Public Policies and Legislation on Content of Specific Public Policies’
Documents® (2019) defines the implementation of a participatory public policy approach at the level of
information, consultation and feedback. Consultation methods include focus group, round table,
semi-structured interview, panel, survey, gathering written comments* which are used in the process of
development and adoption of the territorial strategies supported by the Project.

The Law on Ratification of the Additional Protocol to the European Charter of Local Self-Government
on the Right to Participate in the Affairs of a Local Authority*® (Council of Europe, 2009*’) defines the
measures necessary to realise the right to participate in the affairs of local authorities. These measures
include: 1) empowering local authorities to facilitate, promote and facilitate the exercise of the right to
participate; 2) ensuring that procedures are in place for: citizen involvement, access to official
documents, meeting the needs of those categories of citizens who face particular barriers to their
participation; and mechanisms and procedures to address or consider complaints and suggestions
regarding the functioning of local authorities and local public services, and 3) encouraging the use of ICT
to promote and exercise the right of local stakeholders to participate.

A public review of the Draft Spatial Plan of the Republic of Serbia® from 2021 to 2035 and the Report on
the Strategic Assessment of the Environmental Impact of the Spatial Plan of the Republic of Serbia from
2021 to 2035 has been initiated. The Plan provides the key inputs important for territorial development
and use of EU territorial tools, and defines key development axes that provide a framework for capital
investments. The identified urban agglomerations and larger and smaller urban centres, together with
important development corridors, provide a basis for developing part of the selection criteria of the
territories for provision of technical assistance in piloting integrated territorial mechanisms, and could
also have an impact on the proposal of the national ISTD model.

32 http://www.parlament.gov.rs/upload/archive/files/lat/pdf/zakoni/2018/2386-17%20lat.pdf

3 Article 12

3 http://www.pravno-informacioni-sistem.rs/SIGlasnikPortal/eli/rep/sgrs/vlada/uredba/2019/8/9/re
* Article 41
% https://pravno-informacioni-sistem.rs/eli/rep/mu/skupstina/zakon/2018/8/1
37 https://rm.coe.int/168008482a

* |t will be adopted as a Law
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The initial introduction of policies of sustainable and integrated urban development into the legal
framework in Serbia took place through changes of the Law on Planning and Construction in 2014.
Article 29 of that law defines that the ministry in charge of the tasks of urbanism can finance the
creation of national programmes which regulate the policy of urban development, urban renewal etc. in
order to include the Republic of Serbia in the integration process. The legislator proposed the
amendments of the legal framework during the process of drafting the Strategy of Sustainable and
Integrated Urban Development of the Republic of Serbia till 2030 through the provision of the article 12
of the Law on Changes and Amendments of the Law on Planning and Construction®® from 2018.

The Sustainable Urban Development Strategy of the Republic of Serbia until 2030* is adopted for the
first time in the Republic of Serbia. It is public policy that is a key instrument for achieving sustainable
urban development using an integrated approach. The general objective of the strategy is sustainable
and integrated development of territory, which is ensured by the improvement of the economic, social
and cultural development, by the quality of urban/territorial governance, the protection of the urban
environment and adjustment to climate changes, social wellbeing including affordable and good quality
housing, the preservation and affirmation of cultural heritage and urban identity.

Within the strategic axis of Urban governance the following measures are envisaged: implementation of
an integrated approach in territorial development planning (5.3.2); development of local integrated
urban development strategies - SUD (5.3.3); implementation of the EU Cohesion Policy instruments - ITI -
Territorial Integrated Investment and CLLD - Community-led Local Development (5.2.3), as well as
improvement of the local government financing system in terms of source revenues (5.2.2); supporting
the development of partnerships and networks at all levels of government and universities, institutes,
development and research organisations and international organisations in order to improve the quality
of work and to innovate in urban/territorial governance (5.1.4); inter-municipal and cross-border
cooperation, strengthening of regional institutions (5.1.6), and digitalization and introduction of
electronic services in urban governance (5.4). The Strategy envisaged the “Healthy city’’ concept, as well.

The Strategy recommends blending of financial resources for boosting integrated territorial
development, and comprises the domestic and foreign funding of urban development. The domestic
financial sources are funds, agencies, commercial banks, projects, programmes of different ministries,
budgets of local self-government units, funding of companies that implement activities, funds of
interested domestic investors and loans of investment and commercial banks in the Republic of Serbia.
Foreign financial sources are EU funds and programmes, credit lines (credit lines of foreign governments
and international financial institutions), development and other funds of countries outside of the EU,
projects and means of interested foreign investors. With its reliance on place-based interventions, the
Strategy defines six national programmes through priority areas of territorial intervention, namely: 1)

* https://www.paragraf.rs/propisi/zakon o planiranju i izgradnii.html . The Strategy is defined as a document of spatial and urban planning.
The key foundation for the introduction of this new document of spatial and urban planning are based on article 3 of the Law, which define
principles for planning, management and use of space. Some of these principles are the following: compliance with European regulations and
standards in the area of planning and territorial governance; sustainable and integrated territorial planning; balanced territorial development;
rational use of land by fostering measures of urban and rural renewal and reconstruction; rational and sustainable use of non-renewable
resources and optimal use of renewable resources; protection and sustainable use of natural goods and immovable cultural heritage; protection
from natural disasters, elimination of climate change causes; improvement and use of ICT; public participation, and horizontal and vertical
coordination.

“° https://www.srbija.gov.rs/dokument/45678/strategiie.php
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industrial/economic and commercial zones and brownfield locations; 2) illegally built and
underdeveloped areas, urban sprawl and degradation of the rural area; 3) endangered urban structures;
4) settlements with a concentration of social problems 5) settlements with problems of environmental
protection and climate change, and 6) areas with cultural and architectural heritage (after the second
World war, Spas, groups of settlements).

The Action Plan for the Implementation of the Strategy of Sustainable Urban Development of the
Republic of Serbia until 2030 for the period from 2021 to 2022, adopted in March 2021, foresees
preparation of the Urban Development Programmes for the key areas of interventions defined in the
Strategy. The specific programmes should ensure funding of activities related to the implementation of
the Strategy and usage of territorial instruments under the EUCP and can be used for the purpose of
blending different funding sources for implementation of territorial initiatives. While the formulation of
Sustainable Urban Development (SUD) Strategies is defined with the National Strategy, the Action Plan
provides more details on the programmes for funding SUD strategies and blending of funding sources.

The EC JRC Guidelines on Integrated Sustainable Territorial Development suggest building mutual
synergy between SUD and Smart Specialization strategies, using a common urban development
perspective to strengthen the social and inclusive dimension. Connecting urban development strategies
to Research and Innovation (R&l) strategies for territorial development is encouraged, blending different
disciplinary approaches and communities of professionals and policy makers. The importance of the
connection between the two strategic frameworks is highlighted - where SUD focuses heavily on
innovation, thus ensuring that cities participate in setting smart specialisation priorities, using a
quadruple helix approach, with the participation of city and regional authorities, research centres and
think tanks, universities, economic organisations, private firms and entrepreneurs, as well as citizens'
associations (Fioretti et al., 2020*)

The Smart Specialisation Strategy of the Republic of Serbia (4S) 2020-2027 was adopted in 2020.** It
envisages focusing development investments in the areas where the country has a critical mass of
knowledge, capacity and competencies and in which it has the innovative potential to position itself in
global markets. The goal of 4S in Serbia is to develop and market innovative products and services in the
global market. 4S concentrates on the development of activities, measures and instruments to foster
better cooperation between key stakeholders from the economic, scientific and research sectors in the
areas of specialisation under the principles of "Collaborative Innovation". The public policy aims to
stimulate growth in such a way that regions focus on those areas in which they have competitive
advantages, and therefore define sectoral priorities. The recognized sectors are: Food for the future,
Information and telecommunication technologies, Machines and production processes of the future and
Creative industries. The Smart Specialization Strategy represents a comprehensive agenda for economic
transformation that includes: directing support and investment to key national/regional priorities,
challenges and needs for knowledge-based development, based on the strengths, comparative
advantages and potential for excellence of a particular country or region, support for technological and
practical innovations with the aim of encouraging private sector investment, involving stakeholders and

“! Fioretti C, Pertoldi M, Busti M and Van Heerden S (2020). Handbook of Sustainable Urban Development Strategies, Luxembourg: Publications

Office of the European Union. https://publications.jrc.ec.europa.eu/repository/handle/JRC118841

“https://pametnaspecijalizacija.mpn.gov.rs/wp-content/uploads/2019/03/4S-Finalni-izvestaj-o-kvalitativnoj-analizi.pdf
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encouraging innovation and experimentation and evidence-based and monitoring and evaluation
systems.

Support to the economic growth within the integrated territorial approach and balanced regional
development can be envisaged through several national policies. The Economic Reforms Programme
(ERP) for the period from 2024 by 2026* in this tenth drafting cycle, contains the medium-term
framework of macroeconomic, fiscal and monetary policy as well as a detailed presentation of structural
reforms that should contribute to increasing the competitiveness of the national economy, economic
growth and development, creating new jobs and conditions for a better life for the citizens of the
Republic of Serbia in the following three-year period.

All reform measures included in the ERP contain details of their estimated costs and funding sources,
while the implementation of the reforms identified in the document is important not only for improving
competitiveness, encouraging new jobs and facilitating social inclusion, but also for meeting the
economic criteria in the process of joining the European Union. The ERP 2024-2026, in accordance with
EC Guidelines, is aimed at a narrower set of structural reforms compared to previous cycles, so that the
focus is primarily on the realisation of established priorities. Accordingly, the number of structural
reforms is limited to six, two from each of the areas: 1) competitiveness; 2) sustainability and resilience,
and 3) human capital and social policies.

The structural reforms described in the document relate to the improvement of the conditions for
further growth of RS foreign trade, increasing the competitiveness of all actors in the RS market,
including state-owned companies, and the creation of a knowledge-based economy that will create
conditions for the development and placement of top innovative products and services, competitive on
the global market. The program further envisages work on the improvement of energy efficiency and the
transformation of energy production through the transition from fossil fuels to renewable energy
sources, which would contribute to the "green" energy transition of the Serbian economy and society, as
well as the regulation of the transport services market and the reduction of harmful gas emissions by
reducing individual transport through increasing availability and the attractiveness of public transport
services for passengers and/or goods in road and rail traffic. In addition, the program contains measures
related to increasing the relevance of the education system through learning related to practical work,
which ensures a more efficient response of the education system to the needs of the economy and to
employability, and on the other hand, it also includes measures related to improving the position of
young people on the market of work by ensuring an easier transition of young people from education to
the field of work.

More recent are the national policies related to the development of the circular economy, industry and
small and medium-sized enterprises. As a continuation of the previous public policy for the period
2015-2020, a new Strategy for the Development of Small and Medium Enterprises for the period from
2023 to 2027 was adopted, with an Action Plan for the period from 2023 to 2024.* SMEs are an
important part of the economy of the Republic of Serbia. According to the latest available official data
from 2021, this sector accounts for 99.9% of all economic entities in Serbia, employs 64.3% (almost 2/3)
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of employees, generates 66.2% of turnover, creates 59% of gross added value and participates in exports
with 37.2%, and in imports of the non-financial sector with 53.4%. In the development of this strategy,
the SME policy framework at the EU level, defined by the EU SME Strategy and the EU Green Agenda,
was specifically analysed, policy approaches and mechanism management across EU countries were
compared, as well as the initial results in policy implementation. The analysis indicates that there are
significant similarities in the goals pursued and the instruments used, and that countries use different
governance models to ensure coherence. The specific goals of this strategy are: 1) entrepreneurial
ecosystem - improved operating environment and reduced obstacles for the business of SMEs; 2)
innovative, green and digitization-based development - the SME sector as the carrier of accelerated
transformation; 3) competitive SME sector - strengthened competitiveness of SMEs on the domestic and
foreign markets, and 4) inclusive sector of SMEs - strengthened entrepreneurial initiative and a greater
chance of entry into entrepreneurship for different target groups.

The Strategy for the Development of the Start-up Ecosystems of the Republic of Serbia for the Period
from 2021 to 2025* aims to accelerate development of the start-up ecosystems, encourage innovation
in the economy of the Republic of Serbia, as well as economic growth based on the knowledge economy
and attract large number of talents, i.e. experienced founders, investors and mentors from the region
and the world who support the development of start-up ideas in the Republic Serbia. The objectives of
the Strategy are: 1) raising start-up entrepreneurial capacity through educational programmes;
2) improvement of infrastructure and programme support for start-ups; 3) improvement of the start-up
financing mechanism; 4) improving conditions for start-up business and 5) promotion of start-up culture
and global recognition of the ecosystem. At the beginning of 2024, the Action Plan for 2024 was adopted
for the implementation of the Strategy for the Development of the Startup Ecosystem of the Republic of
Serbia for the period from 2021 to 2025%. The action plan defines measures, activities, responsible
institutions and partners, indicators, deadlines and resources. Funds for the implementation of the plan
are provided in the budget, as well as through other sources such as donations, project loans and
international aid”.

The Circular Economy Development Programme in the Republic of Serbia for the period from 2022 to
2024 aims to create a stimulating environment for the development of the circular economy in order to
support the green transition in the Republic of Serbia. Among the specific objectives of the programme
are support to business entities for improving the production efficiency through the application of new
technologies, energy efficiency, and the use of renewable energy sources and materials. The support to
local self-governments in the development of circular economy local roadmaps is also foreseen to
contribute to the formation of sustainable communities. Among the priorities there are also listed
stimulating application of green public procurement and voluntary instruments in the field of
environmental protection, education of relevant stakeholders (media, schools, universities, consumers),
strengthening the cooperation of the business and academic sectors for innovations that contribute to

“ Strategy for the Development of the Start-up Ecosystems of the Republic of Serbia for the period 2021-2025

46
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Frsjp.gov.rs%2Fupload%2F1707309596593_akc_pl_2024_strat_razv_startap
_ekosistema_RS_per_2021-2025_0103_cyr.docx&wdOrigin=BROWSELINK

47 With the support of the International Bank for Reconstruction and Development (loan agreement), the Project for accelerating innovation and
encouraging the growth of entrepreneurship in the Republic of Serbia is being implemented.

8 Official Gazette of RS, No. 137/2022, page 15
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the circular economy, as well as introducing new subjects in order to apply the concept of circular
economy in study programmes at basic and master's academic or professional studies.

The Strategy of the Industrial Policy of the Republic of Serbia 2021-2030* adopted in March 2020 aims
to create conditions for improving the country's industrial competitiveness, sustainable growth and
economic development, as well as new employment. The strategy deals with issues important for the
reindustrialization and qualitative transformation of the Serbian economy, including small and medium
enterprises. The vision of the strategy is an open, regionally and globally competitive, investment-active,
educated, innovative and digitally transformed industry of the Republic of Serbia that strongly supports
economic growth and raising the quality of life of its citizens. The following specific goals of the strategy
were established: 1) improved digitization of business models of industrial production; 2) development
of industry based on innovation and development of higher stages of technological production; 3)
increased total volume of investments in industry with growth of investment quality; 4) improvement of
the technological structure of exports and transformation of the industry from a linear to a circular
model. The Action Plan for Implementation of Industrial Policy Strategy of the Republic of Serbia from
2021 to 2030 for the period from 2021 to 2023 adopted in April 2021 details the activities foreseen by
the Strategy that predominantly relate to digitalization and circular economy while addressing the
COVID-19 effects to Serbian economy.

Support for the knowledge-based economy can be envisaged through several national policies. The
Strategy of Scientific and Technological Development of the Republic of Serbia for the Period from
2021 to 2025 - "Power of Knowledge"*® has a goal to enable the development of Serbia to be
accelerated through the improvement of the scientific-technological and innovation system, as well as
the integration into the European research area. Additional strengthening of scientific and research
institutions and investment in infrastructure is foreseen, so that they are recognizable at the regional and
European level and capable of solving complex problems independently. The strategy foresees greater
investment in individuals, especially in young scientists. The goal is for leading researchers to be
recognizable at the world level, and for research teams to be able to participate in competitive projects
and create new knowledge, technologies and jobs. Investments in new science and technology parks,
centres of excellence and institutes are also planned. An integral part of this strategy is the Action Plan
for its implementation for the three-year period from 2021 to 2023.

The Strategy for the development of digital skills in the Republic of Serbia for the period from 2020 to
2024 is a public policy that establishes the general goal - the improvement of digital knowledge and
skills of all citizens, including members of sensitive social groups, in order to enable the monitoring of
the development of information and communication technologies in all areas and to ensure the needs of
the economy and the labour market. This strategy also established specific goals related to: 1)
improvement of digital competences in the educational system; 2) improvement of basic and advanced
digital skills for all citizens; 3) development of digital skills in relation to the needs of the labour market
and 4) lifelong learning of ICT professionals.

4 https://pks.rs/dogadijai/strategija-industrijske-politike-republike-srbije-2021-2030-590
0 Strategy of Scientific and Technological Development of the Republic of Serbia for the Period from 2021 to 2025 - "Power of Knowledge"
%! https://pravno-informacioni-sistem.rs/eli/rep/sgrs/vlada/strategija/2020/21/2/reg
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The Strategy for the development of artificial intelligence in the Republic of Serbia for the period
2020-2025°* determines goals and measures for the development of artificial intelligence whose
implementation should result in economic growth, improvement of public services, improvement of
scientific personnel and development of skills for the jobs of the future. The objectives of the Strategy
are: 1) development of education directed towards the needs of modern society and economy
conditioned by the progress of artificial intelligence; 2) development of science and innovation in the
field of artificial intelligence and its applications; 3) development of an economy based on artificial
intelligence (where it is a key competence and where it is used in various branches of industry); 4)
improving assumptions for the development of artificial intelligence and public sector services using
artificial intelligence, and 5) ethical and safe application of artificial intelligence.

Green and energy transition are expressed through some of the national policies. The Low-carbon
Development Strategy of the Republic of Serbia for the period from 2023 to 2030 with Projections until
2050, adopted by the Government of Serbia in June 2023, defines five specific objectives: 1) reduction
of GHG emissions to be covered by the EU-ETS by 15.0% by 2030 and between 66.4% and 76.8% by 2050
compared to 2010. 2) reduction of GHG emissions not covered by the EU-ETS by 9.7% by 2030 and
between 33.5% and 54.5% by 2050 compared to 2010. 3) increase carbon sinks in forests by 17% by
2030 and between 22% and 132% by 2050, compared to 2010. 4)conserve the potential of mitigation
measures established by 2030 and 2050 by increasing climate change resilience in priority sectors and 5)
promote the transition to a climate-neutral economy and climate-resilient society. These objectives are
to be achieved by reducing emissions in the production of electricity and heat, increasing energy
efficiency and using renewable energy sources in the industrial sector, but also by measures in other
sectors. The strategy envisages that the Action Plan for its implementation in the period 2024-2030 will
be adopted within one year.

The Integrated National Energy and Climate Plan of the Republic of Serbia for the period from 2021 -
2030 with a vision until 2050°* is a key strategic document that, in terms of renewable energy sources,
energy efficiency and the reduction of greenhouse gas emissions, defines the goals for 2030 and foresees
specific policies and measures to achieve them. The plan, prescribed by Regulation (EU)
2018/1999, contains an overview of the current state of key policies and appropriate measures to
address the five dimensions of Regulation (EU) 2018/1999: 1) decarbonisation (greenhouse gas
emissions and renewable energy), 2) energy efficiency, 3) energy security, 4) internal energy market and
5) research, innovation and competitiveness. The Plan was prepared in accordance with the adopted
recommendations of the Energy Community on the preparation and development of integrated national
energy and climate plans®® and Guidelines for the development of integrated energy and climate plans.®®
Annex | of the Treaty on the Energy Community prescribes EU Regulation 2018/1999 as acquis
communautaire on energy. This regulation stipulates the obligation to prepare an Integrated National
Energy and Climate Plan followed by the decision of the Ministerial Council D/2021/14/MC-EnC that

52 Strategy for the development of artificial intelligence in the Republic of Serbia for the period 2020-2025
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prescribes the obligation to prepare an Integrated National Energy and Climate Plan for all Contracting
Parties.

The Waste Management Programme for the Period 2022-2031°” aims to minimise environmental waste
impact and boost resource use efficiency, adhering to circular economy principles. Key measures include
implementing the "polluter pays" principle, where polluters cover full waste management costs, and the
"Pay as you throw" principle, allowing households and entities to control costs based on waste amount.
The program introduces "home composting" in rural areas, providing composters to households for
biodegradable waste management, reducing collection and transport costs. Other measures focus on
waste generation prevention, reducing recyclable and biodegradable waste in landfills, lessening waste's
negative environmental and health impacts, and managing waste according to circular economy
principles. For the purposes of operationalizing the Program, the Action Plan for the period 2022 - 2024
was adopted*®.

The Sludge Management Programme (2023-2032)*°, adopted by the Serbian government in September
2023, aims to establish a sustainable, cost-effective sludge management system in Serbia. This first-time
initiative aligns with circular economy principles and EU regulations, addressing the expected increase in
sludge from municipal wastewater treatment plants. It includes short-term measures like sludge use in
agriculture, industry, and disposal in various landfills, and long-term strategies for building an efficient
system with regional management centres and advanced treatment technologies.

The implementation of the Air Protection Programme in the Republic of Serbia for the Period from
2022 to 2030 with the Action Plan®® requires an investment of 2.6 billion Euros to reduce emissions
across energy, stationary combustion plants, traffic, industry, and agriculture. It involves collaboration
among institutions, businesses, and citizens, supporting local governments in developing air quality plans
and encouraging the replacement of old heating systems and de-registration of older diesel vehicles for
recycling. The programme also focuses on education and awareness to promote best practices and habit
changes for air quality improvement.

One of the preconditions for balanced regional development is the network of technical infrastructure -
roads, railways, airports, etc. The overall objectives of the Strategy for the Development of Rail, Road,
Water, Air and Intermodal Transport in the Republic of Serbia from 2008 to 2015% are: 1) transport
network of the Republic of Serbia integrated into the Trans-European Transport Network (in order to
achieve this goal, it is necessary to carry out the rehabilitation, reconstruction and construction of
Pan-European Corridors VIl and X, the Belgrade-South Adriatic route, routes 3, 4, 5, 6, 7, 10 and 11, as
well as certain transverse connections of the Basic Network are accepted as part of the TEN); 2) effective
use of the comparative advantages of each type of traffic; 3) improving the quality of transport system
services; 4) increasing the level of safety and security of the transportation system; 5) strengthening the
transport market and its gradual deregulation; 6) reducing the negative impact of transport on the
environment, in accordance with the principles of sustainable development; 7) establishing stable
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financing for the development of the transport system. Some of the new infrastructure corridors, as part
of the Government priority investment projects, represent the “new regional development corridors”
(“Moravski corridor”, etc.).

Although not being the priority of the Programme, attempts to adjust national policies for risk
management and environmental protection have been made. Some of these are of high priority within
the “Green Agenda for the Western Balkans”, and focus on decarbonisation, pollution reduction, and
biodiversity. Action Plan for the Implementation of the National Programme for the Natural Disaster
Risk Management 2017-2020° - The floods that occurred in the Republic of Serbia in May 2014, to the
extent not recorded in the last 120 years, endangered the lives, health and property of more than 1.6
million people, or 22% of the total population, in 38 municipalities in Central and Western Serbia. In
addition to taking immediate action to address the immediate threat to the lives and health of people
and property of greater value, the Government, with the support of the EU, UN and WB, has initiated a
process of damage assessment while reviewing and proposing measures to recover and restore flooded
areas. In accordance with the National Program, an Action plan for its implementation for the period
2017 to 2020 has been drawn up. The Action Plan is fully aligned with the Sendai Framework for Disaster
Risk Reduction 2015-2030, which was adopted on March 18, 2015 at the Third World Conference on
Disaster Risk Reduction. The overall objective of the Action Plan is that by 2020, the Republic of Serbia
has a natural disaster risk management system in place, a strong inter-institutional coordination system
established, more resilient to natural disasters and other hazards, and able to quickly restore the
situation that preceded the natural disaster and another danger.

The National Environment Protection Programme® (2010) is in the function of Serbia's accession to the
EU. It contains: description and assessment of the state of the environment; basic goals and criteria for
implementation of environmental protection as a whole, by areas and spatial units with priority
measures of protection; conditions for the implementation of the most favourable economic, technical,
technological, economic and other measures for sustainable development and environmental
management; long-term and short-term measures to prevent, mitigate and control pollution; carriers,
manner and dynamics of realisation, and means of realisation.

In order to support creation of employment opportunities several national policies have been adopted.
The Reform Programme for Employment and Social Policy in the Process of Accession to the European
Union (2016)** defines policies and measures for the period 2016-2020. The programme looks at the
challenges, directions for further change and reform in the areas of labour market and employment
policies, human capital and skills development policies, as well as social inclusion and social protection
policies, including the pension and health care systems. The Programme is conceived as a strategic
process that will accompany the EU integration process as the main mechanism for dialogue on priorities
in the fields of social policy and employment and is structured according to the model of the Europe
2020 Strategy. The key reforms relate to the field of social protection, and include the following
objectives: 1) increasing coverage and improving the adequacy of cash benefits; 2) active inclusion; 3)
increasing support for the families at risk, continuing the process of deinstitutionalization and developing

2 https://www.cadri.net/sites/default/files/productsCountry/Serbia-DRR-Plan-Validated.pdf
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community-based non-institutional services; 4) improving long-term care systems; 5) improving the
quality of services, strengthening the control and regulatory mechanisms; 6) connecting social work
centres with institutions providing services in the field of health care, education and employment, as
well as with the police, judicial authorities, CSOs representing certain socially vulnerable groups, the Red
Cross, appropriate local government services. In the Report on Implementation of the Reform
Programme for Employment and Social Policy in the Process of Accession to the EU®, the most
important of the listed priorities is the development and improvement of employment policies, social
and child protection, and its. the harmonisation with the corresponding policies of the EU.

As a continuation of the previous public policy for the period 2011-2020, a new Employment Strategy of
the Republic of Serbia 2021-2026 with an Action Plan 2021-2023% was adopted. A pronounced
depopulation trend is a characteristic of demographic trends in the Republic of Serbia. At the regional
level, only the Belgrade region recorded an increase in the number of inhabitants, while the most
pronounced decrease in the number of inhabitants was recorded in the Region of Sumadija and Western
Serbia, as well as in the Region of Southern and Eastern Serbia. The reduction of the population in the
Republic of Serbia is influenced by two causes: negative natural growth and migration trends. Negative
natural growth has been recorded for almost the third decade in a row. The general goal of the Strategy
is to establish stable and sustainable employment growth based on knowledge and dignified work. The
specific goals are: 1) realised growth of quality employment through cross-sectoral measures aimed at
improving the supply of work and the demand for work; 2) improved position of unemployed persons on
the labour market, and 3) improved institutional framework for employment policy.

Support for social infrastructure is part of several national policies. The Strategy for the Development of
Education and Upbringing until 2030 is aiming to Increase quality of teaching and learning, equity and
accessibility of sub-university education and upbringing and strengthen educational function of
educational institutions and to improve accessibility, quality, relevance and equity of higher education. It
is a continuation of the strategy that was valid until 2020 and included topics that were not part of the
existing strategic framework, but whose implementation started in the previous period. It
also harmonises policies in education with scientific, technical, technological and sustainable
development and contemporary trends in society and economy as well the education regulations with
international documents (documents of the UN, EU, and Council of Europe) and a new strategic
framework of the Republic of Serbia.

The Strategy for Youth in the Republic of Serbia for the period from 2022-2030% focuses on improving
young people's social position and rights realisation. It is based on five principles: respect for rights and
anti-discrimination, youth empowerment, equal opportunities, inter-sectoral cooperation, and active
youth participation. The strategy updates the previous version to align with the Law on the Planning
System.

The Public Health Strategy in the Republic of Serbia 2018-2026 was adopted in 2017. The strategy
supports the promotion of health, disease prevention and the extension of quality of life for the

& Program reformi politike zaposl]avama i socijalne politike u procesu pr|stupan|a EU 2016-2017
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population. Good health is essential for sustainable economic and social development and a
fundamental concern in the lives of every person, family and society. The strategy builds on the
document "Health 2020: A European policy framework that supports the actions of all levels of
government and society for health and well-being"®. An important document for the projection of
desired outcomes in public health by 2020 is the third EU program for health activities 2014-2020%.
Focusing on achieving equality in health is the basis and is linked to sustainable development through
good governance in the three most important aspects of sustainable development: economic
development, broad social inclusion and environmental sustainability (UN, SDGs Agenda, 2015). The
strategy has the following general objectives, within which specific and operational goals are: 1)
improving health and reducing health inequalities; 2) improving the environment and the working
environment; 3) prevention and control of diseases and leading health risks; 4) development of
community health promotion actions; 5) supporting the development of affordable, quality and effective
health care; 6) developing a public health system based on research evidence; 7) improving governance,
communication and partnerships for the implementation of the "health in all policies" principle.

The overall objective of the Social Protection Development Strategy 2019 to 2025 (Draft) is to develop
integrated and sustainable social protection that develops services to preserve and improve the quality
of life and well-being of vulnerable and marginalised groups and individuals, support families in meeting
the needs of life, creating equal opportunities for the independent life and independence of individuals,
fostering social inclusion in the community and preventing dependence on social services, thus
contributing to the economic prosperity and sustainable development.

The Strategy of Deinstitutionalization and Development of Social Protection Services in the
Community for the Period of 2022-2026° outlines a system of measures, conditions, and public policy
instruments aimed to prevent institutionalisation, reduce the number of citizens reliant on home care
accommodation services and offer more intensive support within the community setting. The strategy
focuses on developing community-based social protection services, enabling individuals, particularly
those with intellectual and mental disabilities at high risk of institutionalisation and social exclusion, to
have their needs met in a natural environment.

The Strategy for gender equality for the period from 2021 to 2030"* establishes comprehensive
measures for the promotion of gender equality as a factor that encourages the development of society.
The overall goal of the strategy is to overcome the gender gap and achieve gender equality as a
prerequisite for the development of society and the improvement of the daily life of women and men,
girls and boys. Specific goals relate to: 1) reduced gender gap in economy, science and education as a
prerequisite and incentive for socio-economic development of society; 2) guaranteed equal
opportunities for the realisation and protection of human rights as a prerequisite for development and a
safe society; 3) established accessible and comprehensive health care and provided social security, and
4) established a complete and functional system for creating and implementing gender-responsive public
policies and budgets.

% https://ec.europa.eu/health/funding/programme/2014-2020 en
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The Strategic Priorities of the Culture Development of the Republic of Serbia from 2021 - 2025
document identifies 20 strategic priorities of culture policy aimed at improving the cultural image of the
Republic of Serbia and to raise awareness of its own cultural identity founded in rich tradition and
through applying new modern and innovative technologies for transmitting.

1.2 Problems to be Addressed

The impact of well-designed territorial development policies is hampered or restricted where the
capacity to implement them is limited. This challenge is most often associated with lagging areas of the
country where weak administrative capacities are correlated with socio-economic development
problems.

There are substantial discrepancies in the levels of socio-economic development across Serbia matching
the discrepancy between the capacity of administrations at local level. The differences stem from
different levels of development of administrative and institutional structures, social and transport
infrastructure and access to services, labour productivity, the efficiency of economic operators and
business environment.

The level of good governance at national, regional and local level makes an important difference for the
efficiency in the delivery of territorial development policies and, consequently, for economic
development. The impact of well-designed territorial development policies is hampered or restricted
where the capacity to implement them is limited. This challenge is most often associated with lagging
areas of the country where weak administrative capacities are correlated with socio- economic
development problems.

In the less developed regions of Serbia, poor strategic and inclusive planning has been identified as one
of the most important capacity deficits for public investment. Lack of systems and tools with a focus on
management, monitoring and reporting capacities is equally present. Significant bottlenecks exist in
areas of administration capacity such as definition of roles and responsibilities, dialogue and cooperation
between authorities at different levels and communication with the public and citizens, adequate
strategic analysis, assessment and planning capability, the professionalism of project generation,
transparency in resource allocation, competence in project management and dealing with technical
issues.

In this context, specific issues on the local level arise with coordinating reforms and investments funded
through different financing sources. Additionality of the funding is often not achieved and one-time
investments in parts of the project/programme/priority are usual, thus preventing realisation of results
and benefits for the citizens. These issues are often related to projects financed by the EU and
development assistance due to a lack of a single platform to streamline assistance to LSGs provided
through different IPA instruments, Member States, bilateral donors, loans or the central government.

In terms of socio development differences, Serbia’s urban centres offer better job opportunities for
better qualified people but do not fully play their catalytic role as engines of regional growth.
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Disparities between regions are even more obvious. Belgrade Region contributes to the gross domestic
product (GDP) with 40.4%. Vojvodina contributes 26.5%. The Sumadija and Western Serbia Region makes
19.2%, while South and East Serbia make 13.8% of the GDP. Those two regions cover half of the
population but contribute only one third in the total GDP. The SMEs sector is dominant in all regions in
terms of enterprise structure, with significant differences in the development of the SME sector between
individual regions. Belgrade region with the smallest share in total number of SMEs (32.7%) dominates in
terms of the employment (33.1%), turnover (44.0%) and GVA (44.0%) in relation to the SME from the
region of Vojvodina, the region of Sumadija and Western Serbia and the Region of South and East Serbia.

Between 2011-2017 all regions except Belgrade showed depopulation trends - Vojvodina (3%), Sumadija
and Western Serbia (4.5%) and South and Eastern Serbia (5.7%). Official statistics show that emigration is
the most common amongst 25 and 34 years old with higher education diploma.At the same time, a
significant influx of young and working age internal migrant population was registered in the Belgrade
and Vojvodina Regions.

The average unemployment rate of the population aged 15 and over was 9.5% - 8.5% men and 10.8%
women. The highest unemployment rate of 12% was recorded in the South and Eastern Serbia Region.
Moreover, the unemployment rates within the underdeveloped regions also differ. In 2019, for example,
the unemployment rate in P¢inja District of the South and Eastern Serbia Region was 20.8% and in the
neighbouring Jablanica District was 9.1%. Likewise, in Sumadija and Western Serbia Region in 2019,
Raska District registered a 19% unemployment rate compared to 6.4% in Kolubara District.

Poverty remains more frequent in non-urban than in urban areas and is particularly frequent in the
region of Southern and Eastern Serbia. There are significant regional and social disparities regarding
education levels. According to the 2011 Population Census, in urban areas, about 23% of the people
have completed higher education and about 23% — primary education or below. Around 41% of the
population in Sumadija and Western Serbia have completed only primary education or below compared
to Belgrade region, where the share is 19%.

When it comes to communal, social and transport infrastructure, Sumadija and Western Serbia and
South and Eastern Serbia regions have lower connectivity ratio compared to Serbia average and
particularly compared to Belgrade and Vojvodina. The same applies to, for example, organised waste
collection coverage with the lowest in the municipalities of South Serbia (20-25%), while in Belgrade this
percentage is 80 - 90%.

Reducing disparities in territorial development requires integrated efforts that require good governance
(similar to efforts implemented under EU mechanisms for territorial development), through the creation
of spillover effects from the developed centres to the less developed ones, and the creation of
development potential in the lagging behind regions. These include investments in modernisation of
administration through capacity building of local self-governments to prepare and implement territorial
development policies, along with support to SMEs in the targeted regions, and investments in
infrastructure and improved access to services.
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1.3 Beneficiaries and Parties Involved

The key institution that the Project will be coordinating with is the Ministry of European Integration of
the Government of the Republic of Serbia (MEI), in charge for implementation of the Action Plan for
Fulfilment of the Conditions in the Area of EU Cohesion Policy - Chapter 22 - Regional Policy and
Coordination of Structural Instruments. The MEI will be supported to enhance its capacity for
implementation of EU models of territorial development.

The other key beneficiary at the national level will be the Standing Conference of Towns and
Municipalities (SCTM), tasked to support implementation of territorial strategies. The Project will work
closely with the SCTM to ensure the activities directed towards the supported territories are
synchronised and aligned, thus maximising benefits for the supported territories. The Project will also
support complementary activities implemented by the SCTM by sharing its experience and
methodological approach applied in the predecessor, EU PRO Plus Programme.

The Project will also support other institutions at the national level:

e The Ministry of Construction, Transport and Infrastructure, in charge in charge of urban and
spatial planning;

® Ministry of Economy, in charge of regional development;

® Ministry of Public Administration and Local Self-Government, in charge for the system of local
self-government and territorial autonomy, providing guidance and support to local
self-government units;

e Ministry of Labour, Employment, Veteran and Social Affairs, in charge for state administration
tasks related to the system in the field of labour relations and labour rights and employment

policy;

® Ministry of Science, Technological Development and Innovation, in charge of the system,
development and improvement of scientific research activity and development and
improvement of the innovation system;

® Ministry of Public Investment, in charge of coordination of the implementation of projects for
the renovation and improvement of public buildings

o Development Agency of Serbia (DAS), which provides support for direct investments and export
promotion, and leads in supporting economic and regional development;

® Public Policy Secretariat of the Republic of Serbia (PPS), in charge for technical tasks related to
the creation and management of public policies, the implementation of regulatory reform and
the analysis of the effects of public policy documents and regulations;

e Other national - level institutions and organisations involved in the Project implementation
include, but are not limited to the Statistical Office of the Republic of Serbia, the Chamber of
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Commerce and Industry of Serbia, Republic Geodetic Authority, and various business support
and civil society organisations.

At the sub-national level, the Project interventions will be focused on 144 cities and municipalities in
three regions: Sumadija and Western Serbia, South and Eastern Serbia and Vojvodina which cover the
following districts: Borski, Branicevski, Central Banat, Jablanicki, Kolubarski, Macévanski, Moravicki,
NiSavski, North Backa, North Banat, PCinjski, Pirotski, Podunavski, Pomoravski, Rasinski, Raski, South
Backa, South Banat, Sumadijski, Sremski, Toplicki, West Backa, Zajeéarski and Zlatiborski.

The key beneficiaries of the Project in these territories are the local self - governments, Regional
Development Agencies (RDAs), but also other institutions and organisations important for territorial
development, including the civil society organisations (CSOs), business support organisations (i.e.
chambers of commerce, clusters, science and technology parks, professional associations, etc.),
universities, institutes, etc. The final beneficiaries are the inhabitants of the areas where the Project will
be implemented.

1.4 Justification

The Project is in line with Serbia’s pursuit of good governance practices across public administration at
central, regional and local level that directly impact the quality of sector policies, public services, and
ultimately competitiveness and growth.

The Project is linked with European Commission’s concept that beneficiaries of IPA assistance will need
to find an appropriate balance between central, regional and local government that best supports
implementation of reforms and the delivery of services to citizens’. In that respect, the Project is
primarily linked with priorities identified in the EC Programming Framework and Serbia’s Strategic
Response under Window 2, Thematic priorities 1 and 2.

Related to the Thematic priority 1 supporting the creation of a more transparent, predictable,
well-functioning and accountable local government administration able to deliver quality services. The
activities will address identified institutional, legislative, and administrative weaknesses in areas related
to human resource management at local government level. Equally, investments in the introduction of
EU models for territorial development will inevitably modernise Serbian administration at local level,
which will be able to play a key role in providing public services as well as in building citizens’ trust in
public institutions.

Related to the Thematic priority 2, and Serbia’s need to bring its policies and legislation in line with the
EU policies and the acquis, to build administrative capacity to implement sector policies and to take on
the obligations of membership. IPA Ill Programming Framework references EU structural and cohesion
policies as relevant targets that should guide IPA investment. The proposed activities will contribute to
strengthening the respective institutions to prepare the required documents and procedures as well as
elevate the necessary capacities to implement and absorb funds from Structural and Cohesion funds.

2 European Commission’s Implementing Decision adopting the Instrument for Pre-accession Assistance (IPA 11l) Programming Framework for the
period 2021-2027,
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The Project is complementary to the EU Charter of Fundamental Rights (Article 41 - Right to good
administration) by strengthening reliability, predictability, accountability, and transparency, as well as
technical and managerial competence, organisational capacity, financial sustainability and citizen
participation. In addition, the Action’s interventions will support Serbia’s efforts to build a strong public
administration capable of implementing the obligations arising from the EU accession process as part of
the EU enlargement criteria.

The Project is linked to priorities related to the good governance identified in the Strategy for the
Western Balkans” in terms of striking an appropriate balance between central, regional and local
government, and the need to strengthen the economy. The Project is tackling the need identified in the
Strategy on enhancing the system and capacities at all governmental levels to ensure a gradual and
seamless transition from pre-accession status to that of Member State and allowing the necessary
absorption capacity to be developed.

The Project is complementary to the Green Agenda principles that require public administrations to lead
the transition to climate neutrality. The green transition and climate adaptation require responses
specific to regional and local conditions and needs. The Action will contribute to building capacities of
Serbian administration at national and local level to implement Serbia’s commitments to Green Deal
targets for the benefit of its citizens and economy.

The Project’s outcomes are contributing to resolving the issues identified in the Serbia 2022 Report and
progress towards meeting the Chapter 22 criteria. The Report states that “Local administrative capacity
remains weak and significant disparities between municipalities persist”. In addition, “Investment
increased but remains insufficient, after years of underinvestment, to address infrastructure gaps”. The
Report states that “Serbia is moderately prepared on regional policy and coordination of structural
instruments”.

By introducing EU models for territorial development, the Project will help local administration to
provide quality public services to citizens and businesses, to apply principles of good governance in its
work and to improve the quality of life of citizens.

Implementation of this Project will support the implementation of the Action Plan for Chapter 227* and
activities for establishment of the system for EU Cohesion Policy management. The Action Plan sets out
clear measures until 2025 in the six interrelated sections - legal framework, institutional framework,
administrative capacity, programming, monitoring and evaluation, financial management and control.

The Action is linked with the structural reforms planned in the Economic Reform Programme 2022-2024
(ERP) in terms of public administration efficiency, SME development, creation of jobs and provision of
local business and social infrastructure. In that respect, the Action will enable and strengthen different
mechanisms for coordination and the capacities of local administrations to provide services for citizens

3 “p credible enlargement perspective for and enhanced EU engagement with the Western Balkans”, European Commission, Strasbourg,
6.2.2018 COM(2018) 65 final
" http://www.mei.gov.rs/upload/documents/pristupni_pregovori/akcioni_planovi/action plan 22.pdf
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and businesses, support SME development and jobs creation in the sectors with comparative advantage,
as well as invest in local infrastructure in the targeted regions.

The Project is linked to the Public Administration Reform (PAR) Strategy 2021-2030, with its action plan
2021-2025. The new strategy consists of six pillars covering the areas of the EU Principles on Public
Administration. It includes, for the first time, a pillar dedicated to local self-government reforms. The
specific objective of the pillar is ,to build a modern, professional and efficient local self-government that
is capable of providing quality public services to citizens and the economy, to apply the principles of
good governance in its work and to improve the quality of life of citizens and contribute to the balanced
development of the Republic of Serbia.”

The Project is implementing the national Local-Self Government Reform Programme 2021-2025 aiming
to build a modern, professional, efficient and responsible local government able to provide quality public
services, improve life of citizens and contribute to the balanced development of the Republic of Serbia in
line with the IPA Il priority on improving governance at the sub-national levels.

The Project is linked to the Sustainable Urban Development Strategy of the Republic of Serbia until
2030 predicated upon a number of key principles. These are: the importance of EU models for
sustainable urban development (SUD) in achieving lasting change and the key factors including the
management of urban settlement development; social well-being; the quality of the environment and
the governance of urban development.

1.5 Other Interventions

During the last several years, a more strategic approach in defining supporting mechanisms for the
Western Balkans was introduced. The more advanced agenda was defined by the European Commission
at the general level, following the related programmes and projects dedicated to particular countries,
including Serbia. Guiding themes of these interventions include infrastructure investments, energy,
green and digital transition, etc.

The New Growth Plan for the Western Balkans worth 6 billion Euros, underpinning the Reform and

Growth Plan proposed by the European Commission in November 2023. It constitutes an unprecedented
offer to the Western Balkans to access some benefits of EU membership before accession. The Facility
will provide increased financial assistance in exchange for socio-economic and fundamental reforms
defined in ambitious Reform Agendas being prepared by the Western Balkan partners. The overall
amount of the Facility for the period 2024-2027 is 6 billion Euros. This amount is composed of 2 billion in
grants and 4 billion in highly concessional loans. At least half of the overall envelope will be allocated
through the Western Balkans Investment Framework (WBIF), supporting infrastructure investments and
connectivity, including transport, energy, green and digital transitions. The remaining part will be
released as direct support to the national budgets. Funds will be released twice a year, based on
requests by the Western Balkan partners and following verification by the Commission and, where
appropriate the EEAS, that all relevant conditions have been met.
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The implementation of the Action Plan for the Green Agenda for the Western Balkans, paves the way for
the implementation of the Economic and Investment Plan for the region worth 30 billion euros. They
committed to put sustainable development, resource conservation, nature protection and climate action
at the centre of all economic activities and to align with EU goals. In the Action Plan for the Green
Agenda for the Western Balkans for the period up to 2030, the most important segments are the
collection of greenhouse gas emissions, plans for the gradual cessation of coal use, regional integration,
pollution control and environmental protection.

The investment package consists of nine billion euros in grants and 20 billion euros of investments,
which will be implemented through the new Western Balkans Guarantee Facility. The countries of the
region should implement economic and social reforms as well as strengthen the rule of law, the EU
leaders stated and also pointed to the benefits for competitiveness and digital transition.

The EU announced that together with the 600 million euros that the European Commission will propose
as part of the Instrument for Pre-accession Assistance (IPA), it will make available 1.1 billion euros by the
end of the year for the implementation of the Economic and Investment Plan. The Western Balkans has
the task of declaring aspirations in the field of energy and climate that will correspond to the EU's goal of
reducing greenhouse gas emissions by 55 percent by the end of the decade, as well as other related
goals, for which a huge transformation is necessary. The action plan for the Green Agenda has five pillars:
Decarbonization; Circular economy; Cleaning from pollution; Sustainable agriculture and Protection of
nature and biodiversity.

The Development Bank of the Council of Europe (CoEB) is a multilateral development bank with a social

focus. It was founded in 1956 in order to solve the problems of refugees, and later expanded the range
of activities to the entire field of social development. RS joined this international bank in 2004. BSE
provides concessional (favourable) loans and consulting services for socially oriented investment projects
in the areas of: Sustainable and inclusive growth; Integration of refugees, displaced persons and migrants
and Environmental Protection.

Cooperation between RS and CoEB is achieved primarily through projects financed through favourable
loans such as: improvement of educational and scientific infrastructure and provision of accommodation
for young researchers, reconstruction of housing infrastructure (landslides), construction of housing
units for families affected by the earthquake construction and equipment, new prison capacities, etc. In
addition to its own funds intended for lending, CoEB also has funds entrusted to it for management by
other donors.

European Investment Bank (EIB) is an EU financial institution that plays a significant role in financing
long-term investment projects. Outside the EU, the bank supports projects that contribute to economic
development in countries that have signed a Stabilization and Association Agreement or a cooperation
agreement with the EU or one of its member states. The EIB provides support primarily through loans,
but also through technical assistance, guarantee schemes and microfinancing. Loans are granted to the
state as well as the private sector. Beneficiaries of loans in a broader sense can be municipalities and
cities, ministries, state-owned companies, but also private companies and large corporations. In
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accordance with the mandate defined by the European Parliament and the Council of the EU, the EIB
finances investments in the RS through loans (whereby the EIB can cover up to 50% of project costs),
concluded directly with the project holder (individual loans) or indirectly, mainly through other banks
(intermediate loans). In practice, individual loans are approved for strategically relevant projects and
programmes worth more than 25 million euros, while intermediate loans are credit lines to banks and
financial institutions intended to help finance small and medium-sized enterprises and local projects
with justified investment programs or projects worth up to 25 million euros. Loans are approved to
support projects that are economically justified in the areas of transport, energy, environmental
protection, industry and services, health and education, research and development, information and
communication technology.

The European Bank for Reconstruction and Development (EBRD) has been active in the RS since 2001.
In the past period, the bank implemented more than 200 projects with a total value of around 4.24
billion euros, of which 62% were implemented in cooperation with the public sector, while 38% were
implemented in cooperation with the private sector. The activities currently carried out by the EBRD are
in accordance with the Strategy for Serbia approved by the Board of Directors in April 2014, and are
focused on three key areas:

1)The competitiveness of the private sector through the provision of financial and technical assistance
primarily to the sector of small and medium enterprises. In this area, support to the private sector takes
place directly through the provision of financial support, most often in the form of investment lending or
securing working capital, or indirectly through financial intermediaries (such as banks). Technical
assistance is reflected in the provision of consulting services or advice from experienced advisors, or the
development of local advisory capacities.

2)Stabilisation of the financial sector through support to banking and non-banking institutions. In this
area, the EBRD is focused on providing long-term financing of the banking sector and developing special
products that would enable the marketing of special financial products, such as loans for energy
efficiency and investment in renewable energy sources.

3)Development of sustainable public enterprises, including investment in energy, traffic and utility
infrastructure. The bank also provides support for the preparation and implementation of major
infrastructure activities in the energy, environment and transport sectors, through lending or a
combination of loans and grants - independently or in cooperation with other partners such as the EU.

The activities of the World Bank are defined by the document Framework for partnership for 2022-2026,
with the main goal of supporting the EU accession process of Serbia to the EU, by creating a competitive

and inclusive economy. The priority areas are: Stronger macro-fiscal framework and structural reforms
for greener growth; Greener investments and (just) transition to a low-carbon and resilient economy;
Improved business environment and regional integration; Strengthened public finance management at
central and local levels; Better access to quality health and education services for the disadvantaged.
Recently approved projects in the period 2024-2025 are: Serbia Inclusive Primary Education

Improvement Project; Second Serbia Green Transition Programmatic Development Policy Loan; Second

Developed by UNOPS Serbia Multi-Country Office 31


https://www.ebrd.com/serbia.html
https://documents1.worldbank.org/curated/en/654401653594256925/pdf/Serbia-Country-Partnership-Framework-for-the-Period-FY22-FY26.pdf
https://projects.worldbank.org/en/projects-operations/projects-summary?lang=en&countrycode_exact=YF&os=0

Description of Action, EU Support to Integrated Territorial Development, implemented by UNOPS Final

Additional Financing for the Serbia Accelerating Innovation and Growth Entrepreneurship Project;
Managing a Mining Sector Transition for Future Development; Competitive Agriculture Project Additional
Financing; Railway Sector Modernization Phase 2.

The German development bank KfW supports Serbia in achieving goals and fulfilling obligations related
to the EU accession process with a special focus on climate and energy, as well as sustainable
development of urban infrastructure.

In June 2021, the World Bank initiated the Green, Livable, Resilient Cities in Serbia Programme,
together with the Ministry of Construction, Transport, and Infrastructure, to strengthen sustainable and
resilient urban development of select cities in the country. This activity is part of the World Bank
Sustainable and Regional Development (SURGE) Global Umbrella Programme and supported by the Swiss
Confederation through its State Secretariat for Economic Affairs (SECO). The four-year technical
assistance commenced in early 2022 and will over time support selected cities in Serbia with planning
and implementing sustainable, low-carbon and resilient urban development programs, while providing
the national government with policy recommendations and suggested actions to facilitate the
implementation of SUDS. A deep-dive analysis will also help identify challenges in the municipal solid
waste management sector. The Program aims to address existing knowledge gaps at the national level,
and to support chosen cities boost their capacities: (1) To better plan, prepare, and carry out high-impact
city-level investments that promote sustainable, low-carbon urban development and urban resilience,
and (2) To deepen knowledge base and policy dialog toward more inclusive, sustainable, resilient and
green urban development, including in lagging regions.

The EU funds are currently disbursed through, the Instrument for Pre-accession Assistance (IPA I11)”,
covering the 2021 - 2027 period, Horizon 2020’°, Implementation of EU Agriculture and Rural
Development Measures (IPARD)”’, Competitiveness of Enterprises and SMEs (COSME)’® and Erasmus+
Programme’®. The vast majority of these mechanisms have been available and utilised in the Programme
AoR on the per Project basis. Most relevant interventions for this Project include:

The Instrument for Pre-accession Assistance (IPA) instrument has the general objective to support the
beneficiaries in adopting and implementing the political, institutional, legal, administrative, social and
economic reforms required by those beneficiaries to comply with Union values and to progressively align
to Union rules, standards, policies and practices with a view to Union membership, thereby contributing
to their stability, security and prosperity. It is aligned with the flagships and priorities of the ‘Economic
and Investment Plan for the Western Balkans’ (October 2020), the Western Balkan Strategy ‘A credible
enlargement perspective for and enhanced EU engagement with the Western Balkans (February 2018),
and the Commission Communication ‘Enhancing the accession process — a credible EU perspective for
the Western Balkans (February 2020). IPA Il presents a solid policy-driven approach, with strategic and

75 the Instrument for Pre-accession Assistance (IPA 1)

”® Horizon 2020 Programme Horizon SME support Serbia

7 Approximately half of the population in Serbia is non-urban, thus it is estimated that IPARD grants may lead to a total investment in agriculture
of roughly €400 million. IPARD Serbia

8 COSME map Serbia; COSME Programme
ZErasmus+ Serbia
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dynamic deployment of assistance, putting the fundamental requirements for EU membership at the
core of the instrument. By further focusing EU financial assistance on key priorities, IPA Il will leverage
support to reforms fostering sustainable socio-economic development and bringing the partners closer
to the Union’s values and standards. At the same time, it will be sufficiently flexible to adapt to the
evolving situation in Turkey and reflect developments in EU relations with the country.

Under IPA lll, programming of EU assistance is programmed according to five thematic Windows, which
mirror the clusters of the negotiating chapters as per the revised enlargement methodology. The
thematic windows are: Window 1: Rule of law, fundamental rights and democracy; Window 2: Good
governance, EU acquis alignment, good neighbourly relations and strategic communication; Window 3:
Green agenda and sustainable connectivity; Window 4: Competitiveness and inclusive growth; and
Window 5: Territorial and cross border cooperation.

In addition, a number of cross-cutting themes, such as climate change, environmental protection, civil
society, gender equality and rights-based approach, are mainstreamed and therefore implemented
under the five windows.

IPA Ill supports cross-border cooperation (CBC) between IPA beneficiaries (IPA-IPA CBC) and between IPA
Il beneficiaries and Member States (Interreg-IPA CBC), and to financially support participation of IPA IlI
beneficiaries in European Regional Development Fund (ERDF) transnational and interregional
cooperation programmes. IPA-IPA CBC assistance is programmed as multi-annual programmes covering
the entire IPA Il implementation period, while the Interreg-IPA CBC and ERDF transnational and
interregional cooperation programmes are developed as part of the European Territorial Cooperation
programming process.

Interreg Europe is an interregional cooperation programme co-financed by the European Union. It
belongs to the European territorial cooperation goal of the cohesion policy known as Interreg. The
programme helps local, regional and national governments across Europe to develop and deliver better
regional development policies. Interreg Europe is dedicated to capacity building through the exchange of
experience and good practices in all priorities of the EU cohesion policy via: 1) Interregional cooperation
projects and 2) Policy Learning Platform services. Authorities from different regions in Europe work
together on a shared regional development issue. They exchange experience and transfer good practices
in order to improve their regional development policies. The partners work together for several years to:
identify new solutions to their territorial challenges and integrate them in their regional development
policies, test new and innovative approaches with pilot actions when relevant. The Programme covers all
27 EU Member States plus Albania, Bosnia and Herzegovina, Moldova, Montenegro, North Macedonia,
Norway, Serbia, Switzerland and Ukraine, and runs from 2021 to 2027, with a total budget of 394 million
Euros.

URBACT initiative is focused on enabling integrated and sustainable urban transformation. It brings cities
together to experiment new ideas and put them into action, so all citizens can contribute for better
cities. URBACT promotes integrated development as a means to support cities to implement horizontal
and vertical policy integration. Positive change can best be made by collaborating across organisations
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and in close collaboration with local stakeholders — from a wide range of groups, to different municipal
departments and even neighbouring towns. For the programming period 2021-2027, URBACT IV builds
on the legacy of past Programmes and includes even more opportunities for cities to make positive
change. The current Programme integrates the crosscutting EU priorities of digital, green and
gender-equal policy-making into its activities. Previously successful types of Networks like Action
Planning and Transfer will continue, while a new type of Network will exist to strengthen the connections
between the Urban Innovative Action cities with the URBACT Method. For the first time, URBACT
supports towns and cities in EU pre-accession countries - Albania, Bosnia-Herzegovina, Montenegro,
North Macedonia and Serbia. URBACT IV is co-financed by the Member and Partner States, alongside the
European Regional Development Fund (ERDF) — with a budget of 79,7 million euros. and with 5 million
Euros from the Instrument for Pre-Accession Assistance.

The New European Bauhaus programme brings innovation, ambition and creativity together. It calls on
all Europeans to imagine and build a sustainable and inclusive future that is beautiful for our eyes,
minds, and souls. The New European Bauhaus is a creative and transdisciplinary movement in the
making! By creating bridges between different backgrounds, cutting across disciplines and building on
participation at all levels, the New European Bauhaus inspires a movement to facilitate and steer the
transformation of our societies along three inseparable values: sustainability, from climate goals to
circularity, zero pollution, and biodiversity aesthetics, quality of experience and style beyond
functionality inclusion, from valuing diversity to securing accessibility and affordability. The New
European Bauhaus brings citizens, experts, businesses, and institutions together to reimagine
sustainable living in Europe and beyond. In addition to creating a platform for experimentation and
connection, the initiative supports positive change also by providing access to EU funding for beautiful,
sustainable, and inclusive projects.

Horizon Europe is the EU’s key funding programme for research and innovation. Following the
Multiannual Financial Framework Midterm Review (MTR) decision, the indicative funding amount for
Horizon Europe for the period 2021-2027 is EUR 93.5 billion. It tackles climate change, helps to achieve
the UN’s Sustainable Development Goals and boosts the EU’s competitiveness and growth. The
programme facilitates collaboration and strengthens the impact of research and innovation in
developing, supporting and implementing EU policies while tackling global challenges. It supports
creating and better dispersing of excellent knowledge and technologies. It creates jobs, fully engages the
EU’s talent pool, boosts economic growth, promotes industrial competitiveness and optimises
investment impact within a strengthened European Research Area. Legal entities from the EU and IPA
can participate.

Creative Europe is the main programme of the European Union, which provides financial support to
institutions and organisations in the field of culture in order to preserve, develop and promote European
cultural and linguistic diversity, as well as heritage, and improve the competitiveness and economic
potential of cultural, and especially audiovisual, activities. Building on the experience of the previous
cycle (Creative Europe 2014-2020), from 2021 the current program connects a larger number of
countries and has a budget of 2.44 billion euros, which has been increased by 50% compared to the
previous programme. It is divided into three sub programmes - Culture, which covers all areas of culture
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and art, with the exception of audiovisual activities, which are covered by the MEDIA sub programme,
and Intersectoral connection, which enables cooperation between different creative areas, covering,
among other things, the area of information and media. By 2027, the special focus of the Creative
Europe programme will be directed towards the department's recovery from the pandemic crisis, the
strengthening of digital transformation and environmental sustainability, thereby contributing to greater
resilience and inclusiveness of action in the field of culture.

Digital Europe Programme (DIGITAL) is a new EU-funded programme aimed at connecting digital
technologies to business, citizens and public administration. In June 2023, the Agreement between the
European Union and the Republic of Serbia was signed on Serbia's participation in the European Union's
Digital Europe program for the period until 2027. On the basis of this agreement, legal entities and
individuals with residence or headquarters in Serbia will be able to apply for project financing in the
European Union and will be on an equal footing with entities from full member countries when it comes
to granting grants from EU funds. IT companies and scientists will be able to apply for the following areas
of digitization: artificial intelligence, High Performance Computing (HPC), advanced digital skills, and the
development and application of digital capacities and interoperability. The total value of the Digital
Europe program is estimated at 7.5 billion euros.

SME Competitiveness Programme - COSME for the competitiveness of small and medium-sized
enterprises aims to promote the competitiveness of small and medium-sized enterprises. The goals of
the program are: strengthening the competitiveness and sustainability of enterprises, especially small
and medium-sized enterprises, encouraging entrepreneurial culture and promoting the establishment
and growth of small and medium-sized enterprises. Measures also supported by this program include
project writing training, activities that enable access to new markets, as well as the promotion of as
many transnational partnerships as possible. The program also supports educational exchange between
entrepreneurs (Erasmus for young entrepreneurs). As part of this program, 1.4 billion euros were
allocated from the budget for companies, so that they could access loans more easily. This objective is
implemented through direct financing or by providing loan guarantees.

Erasmus is a European Union programme that provides funding for cooperation projects in three areas:
education, youth and sports. In the broadest sense, the Erasmus programme in the field of education has
the following priorities: to improve and support the development of all levels of education, to strengthen
the links between formal, non-formal and informal learning, to strengthen the link between education
and the world of work, to create additional values for the European area of education, to connect
member countries in defining educational policies. The focus of the Erasmus program is to strengthen
the potential of young people for active participation in civil society, the development of leadership
skills, solidarity and understanding between cultures. From 2014 until now, educational institutions and
youth organisations from Serbia have been coordinators or partners in projects with a total value of over
83 million euros. So far, according to available data, 7,644 individuals from educational institutions,
organisations and institutions dealing with youth and non-governmental organisations have been on
exchanges in Erasmus member countries. The Tempus Foundation is responsible for the implementation
and promotion of the Erasmus program in RS.
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The ongoing intervention, the European Union Local Development Programme - EU PRO Plus
implemented since 2021, contributes to the more balanced socio-economic development of 99 local
self-governments in the following two regions: Sumadija and Western Serbia, and Southern and Eastern
Serbia. With funds of 40 million euros, the Programme implemented by the United Nations Office for
Project Services (UNOPS) aims to improve management of territorial development and foster economic
growth, social infrastructure and social cohesion. The direct beneficiaries of the EU PRO Plus Programme
are: the Ministry of European Integration, 99 local self-governments, local administration structures,
regional development agencies, other business support organisations, micro, small and medium
enterprises (MSMEs) and civil society organisations (CSOs). The inhabitants of the 99 cities and
municipalities are the final beneficiaries of the Programme.

EU PRO Plus facilitates preparations for the fulfilment of the accession requirements under Chapter 22 -
Regional Policy and Coordination of Structural Instruments and builds on the good practices and results
achieved during the implementation of its predecessor development - EU PROGRES (2010-2014),
European PROGRES Programme (2014-2018) and EU PRO Programme (2018-2021).

The EXCHANGE Programme represents a continuing intervention launched in 2004 implemented across
underdeveloped areas in Serbia by the Standing Conference of Municipalities and Towns (SCTM). The
Programme completed five cycles in introducing EU models into the operations of local government
units in Serbia and improving their capacities and efficiency. The currently ongoing EXCHANGE 6 is
financed by the European Union in the scope of IPA 2019 national allocation, and is being implemented
in the direct management regime, implying that the EU Delegation in Serbia entails principal
management powers. Key competent line institutions at the national level are the Ministry of Finance
and the Public Policy Secretariat, along with the Ministry of Public Administration and Local
Self-Government and the Ministry of European Integration. As in previous phases of the Exchange
Programme, the Standing Conference of Towns and Municipalities (SCTM) has the role of implementing
partner and direct responsibility for the implementation of planned Programme activities. Programme
total budget amounts 2 million EUR (EU contribution entirely), while projected duration is three years,
from September 2021 to September 2024. Target groups of the Programme include local
self-governments (LSGs) in Serbia, local administration, but also local communities, citizens, civil society
and economic operators to be positively affected by improved planning, budgeting and financial
management by local governments. The Programme consists of three components, whereby
combination of support modalities is encompassed, by ensuring capacity building through accredited
trainings, networking and continuous advisory support intended to all LSGs in Serbia on the one hand,
and provision of municipal support packages (MSPs) and other forms of direct assistance to selected
LSGs as per respective Programme competitions, on the other hand.

780

EU PPF Programme “EU Project Preparation Facility”*" represents technical assistance financed from the
European Union pre-accession funds. The value of the programme is more than €35,5 million, out of
which EU donation equals €34,24 while the Government of Republic of Serbia contribution is €1.33

million. The EU PPF aims to strengthen technical and administrative capacities of the administration of

% EU Project Preparation Facility
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the Republic of Serbia with regard to the management and use of the EU pre-accession funds, in order to
speed up preparations for EU membership. The EU PPF is focused on preparation of technical and tender
documentation for infrastructure projects related to energy, environment and transport sectors, as well
as on organisation more than 70 capacity-building trainings for representatives of relevant local and
national institutions. With the assistance provided through the EU PPF programme, the necessary
documentation for more than 15 major projects in the field of transport, energy and environment is
under preparation. Specific task within the scope of the EU PPF is structural adjustment and update of
the Document on Needs of the Republic of Serbia for International Assistance 2014-17 with projections
until 2020. To this end, EU PPF supports the Ministry of EU Integration and the responsible line ministries
in the programing of pre-accession funds for the years 2018, 2019 and 2020 and the development of a
new NAD for Serbia 2019 — 2025 to structure the foreign assistance requirements of the Republic of
Serbia. The EU PPF is managed by the Delegation of the EU to the Republic of Serbia, Ministry of Finance
— Department for Contracting and Financing of EU Funded Programmes (CFCU) and the Ministry of
European Integration who is also the key beneficiary of the programme.

System Development for Cohesion Policy Management (2019 - 2024) is a 2.7 million euros project
financed by the EU within IPA 2015 to prepare Serbian public administration for the effective preparation
and implementation of the EU Cohesion Policy i.e. projects financed through structural funds and the
Cohesion Fund. The initiative consists of three components - Establishment of a legal and institutional
framework for EU Cohesion Policy; Preparation of relevant planning and programming documents for EU
Cohesion Policy, and Development of capacities of institutions and bodies nominated for implementation
of Cohesion Policy, as well as partners and potential beneficiaries at the national and sub-national levels.

The initiative will indirectly contribute to a successful implementation of measures defined in the Action
Plan for Chapter 22 while the main beneficiary and coordinator of activities is the Ministry of European
Integration.

Other large non-area focused economic development Programmes include the EU financed Support to
Competitiveness and Innovation Programme established in 2011 to promote linkages between
research, technology development and economy as well as to encourage and support the development
of innovative technologies. The Innovation Fund positions the newly established and existing companies

to access venture capital markets, and serve as the key state actor in developing innovation
entrepreneurship in Serbia. Since its inception, through the Fund for Innovation 20.8 million was
allocated for 157 innovative projects, 2.7 million euros for 514 innovation vouchers and 470 thousand
euros for support in technology transfer. In total, over 24 million euros has been invested so far while
over 1,950 applications for innovative projects were submitted to all public calls.

EU for Cultural Heritage and Tourism (2019 - 2022) is 16.6 million Euros® intervention financed by the
EU and implemented by GIZ aimed at developing tourism as a significant economic potential for the
economic development of eastern Serbia and the Lower Danube region. The intervention is four pronged
- one goal is to improve and present four crucial cultural heritage sites® through conservation and

& The Programme is jointly funded by EU (15 million Euros) and GIZ (1.6 million Euros)
8 Felix Romuliana — Gamzigrad, Fetislam fortress — Kladovo, Rajacke pimnice — Negotin, National Theatre — Belgrade
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construction works increasing the touristic pull potential of the region. The second goal aims at the
technical assistance and capacity building on the successful models of sustainable tourism development
without adverse social impacts accenting environmental and cultural heritage preservation.®* While main
project beneficiaries are Ministry of Trade, Tourism and Telecommunications of the Republic of Serbia
and National Tourism Organisation of Serbia the special attention will be paid to organisations from
Eastern Serbia and the Lower Danube region while representatives of local governments, local tourism
organisations, organisations managing the sites, as well as representatives of private companies
providing tourist services from towns and municipalities covered by the project will also be included in
the process. The project’s third component includes grants awarded to local governments, citizens’
associations, and small and medium-sized entrepreneurs to enhance their economic and tourism-related
capacities aiming to improve the quality of tourist offer of the Lower Danube region. The funds will be
disbursed through four separate programmes®, which differ from each other by the type of beneficiaries
and activities to be funded. The goal of the fourth project component is to raise visibility and
attractiveness of Eastern Serbia and the Lower Danube region as tourist destinations through marketing
campaigns in the country and abroad; participation in national and foreign fairs; placement of
promotional content in national and foreign media and the like.

Local Infrastructure and Institutional Development Project (LIID) in Serbia aims to improve the capacity
of all 145 Serbian LSGs to develop and manage green, inclusive and resilient sustainable mobility
infrastructures. The project will strengthen, on top of additional investment funds, the technical skills of
the LSGs in terms of planning capabilities, operational performance and financial sustainability of their
investments. The project funded by the French Development Agency (AFD) and the World Bank (WB),
includes the following three components: 1) Climate Smart Mobility (€249,28 million); support for the
financing of investments promoting sustainable mobility and resilience of infrastructure to climate
change, and a technical assistance sub-component to develop sustainable urban mobility plans; 2)
Strengthening Systems and Capacity for Infrastructure Service Delivery (€10,17 million): mix of technical
assistance services and development of specific tools to strengthen LSGs, provide robust planning
frameworks, promote asset management of infrastructure, improve the integration of climate issues and
access to external financing with a specific effort towards the weakest LSGs, and 3) Project
Implementation Support and Awareness Raising (€5,75 million): financing of the Project Management
Unit (PMU) within the Ministry of Construction, Transport and Infrastructure (MCTI).

The Joint UN Programme PRO - Local Governance for People and Nature contributes to improving the
quality of life of citizens through the improvement of local governance, social inclusion and
environmental protection in 110 cities and municipalities throughout Serbia. The Programme is jointly
implemented by the United Nations Agencies in Serbia - UNOPS, UNICEF, UNFPA and UNEP, in

8 The technical assistance and capacity building programme will address - Development of tourism products and services; Presentation and
interpretation of cultural heritage; Joint promotion of Eastern Serbia and the Lower Danube region as domestic, regional and European tourist
destination; Destination management and cooperation among tourism industry players; Management and self-sustainability of cultural heritage
sites, and improving their attractiveness as tourist destinations.

8 Four types of grants to be awarded - for minor infrastructure works directly affecting the attractiveness of the region for tourists to
Municipalities and public institutions; for capacity building of regional tourism associations and organisations; for innovative tourist initiatives to
improve the visibility of the regions tourist potential for the creative industry and cultural institutions; and for Private sector i.e. to improve the
quality of the direct tourist offer.
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cooperation with the Government of Serbia, and with the financial support of the Government of
Switzerland, in the period from 1 January 2023 to 31 December 2026.

To achieve the Programme’s Objective, the intervention will focus on three key Pillars and Outcomes: (1)
Pillar Good Governance, Outcome 1: Local self-governments LSGs improve capacities and apply good
governance principles in practice; (2) Pillar Social Inclusion, Outcome 2: LSGs and other relevant local
actors improve capacities and develop evidence-based local social protection policies; (3) Pillar
Environmental Governance, Outcome 3: LSGs improve capacities and apply environmental governance
processes in practice.

The key stakeholders at the local level are also direct users of support: local governments (cities and
municipalities), including their administrations/staff, other relevant local organisations and institutions
(Centres for Social Work - CSWSs, Primary Health Centres - PHCs, pre-school institutions and schools), and
local Civil Society Organisations (CSOs). The final users of support will be the citizens from participating
LGs, especially those from left behind groups, with a focus on people with disabilities, Roma, children
and families, youth and older people. The support will be provided to a certain number of informal
waste pickers as well.

The United States government through the United States Agency for International Development
(USAID) has been engaging in the areas of democracy, human rights and governance, and interventions
that foster economic growth and trade since 2001. The priority areas of development cooperation
between the RS and the USA include the development of local self-governments, the development of
small and medium-sized enterprises, the building of institutions, the rule of law, European integration
and the strengthening of the civil sector. Important projects within the better functioning of the
administration are: The Rule of Law project, Strengthening of the media systems, Enhancing Local
Resilience to Refugee Crisis. Significant projects within the framework of a more competitive market

economy are: Support for the development of the private sector in southern and southwestern Serbia
and Competitive Economy Project. The "Justice for All" project will work in partnership with relevant
government institutions and individual courts to assist them become more people-centred by adopting
more user-friendly policies, procedures, and everyday practices. At the same time, the project will work
with a wide range of partners to raise the general public’s understanding of their legal rights and
responsibilities. The Project will also seek to improve people’s experiences and outcomes when
accessing justice. It will reinforce trust between the justice providers and users, empower proactive
voices to drive positive change, and enhance respect and neutrality on the part of justice office holders.
The project aims to: 1) Increase the legal literacy and empowerment of the general public; 2) Improve
people’s experiences and outcomes when accessing and interacting with justice services and 3)
Strengthen the justice system by making it more people centred. Another project is Big Small
Businesses®, a five-year activity that empowers Serbian market actors to lead localised initiatives that
spur small and medium-sized enterprise (SME) growth. The activity strengthens SME linkages with
business support providers to improve their productivity and profitability; supports the expansion of
SME exports to regional, EU, and other markets; and strengthens SME access to financing instruments.

8USAID Big Small Businesses Project
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By accelerating economic growth and increasing equitable prosperity, the activity contributes to USAID’s
overall goal of a more prosperous and democratic Serbia committed to European integration and
self-reliance.

The German Corporation for International Cooperation (GIZ) has been engaging in priority areas of
sustainable economic development and employment; democracy, civil society and public administration;
public infrastructure (energy and water) in Serbia since 2000.2° Its previous most recent relevant
interventions financed by GIZ include Strengthening of Local Land Management in Serbia® (2010 -
2018). Currently GIZ is also implementing the above mentioned EU for Cultural Heritage and Tourism
(2019 - 2022) intervention.

The Republic of Austria supports the national policy aimed at the prospect of EU accession. Projects
were implemented in the areas of regional development, education, environmental protection,
agriculture, health, entrepreneurship development, social protection, strengthening management
capacity at the local level, as well as support for civil society organisations. The Austrian Development
Agency (ADA) as the implementing agency of the Republic of Austria applies European standards in the
implementation of various EU programs/projects: Implementation of the EU programme entitled
"Socio-economic development of the Danube region in the Republic of Serbia", financed by EU funds -
The project consists of several components, including the construction and renovation of infrastructure.
Regional project to support the implementation of the Green Agenda for the Western Balkans - The
overall goal of the project is to improve the transition of the Western Balkans towards modern,
resource-efficient and competitive economies. The specific goal is to support the implementation of the
Green Agenda, which achieves the commitment to transforming the economy in a sustainable way and
achieving climate neutrality by 2050. The total budget of the project is 11,000,000 euros. The regional
project was started in 2022.

Japan International Cooperation Agency (JICA) finances a 1.4 million Euros Establishing and promoting
mentoring services to SMEs in the Western Balkans (2019 - 2021) Programme, a fourth iteration of the
regional intervention involving Bosnia and Herzegovina, North Macedonia and Serbia. Implemented by
DAS with the support of Japanese experts, the initiative provides standardised business mentoring
services.

Sweden has adopted a new Strategy for supporting reforms in Serbia, the Western Balkans and Turkey
2021-2027. Financial support according to the new strategy for 2021-2027 amounts to 560 million euros,
of which 500 million are distributed to the Western Balkans and 60 million to Turkey. Sweden's total
grant so far amounts to around 283 million euros. Sweden will continue with the trend of supporting the
financing of programs and projects in the RS in the amount of 12 million euros annually. The largest
amount of unreimbursed aid per sector in the period from 2000 to today was allocated by Sweden to the
environmental protection sector in the total value of around 43 million euros. Among the ongoing
projects, the following stand out: The PEID project (Priority Environmental Infrastructure for

8 OECD.Stat, Aid (Official Development Assistance - ODA) disbursements to countries and regions (DAC2a), Grants total
8 Strengthening of Local Land Management in Serbia Cadak, Despotovac, Kladovo, Kragujevac, Kraljevo, Majdanpek, Ni, Novi Sad, Obrenovac,
Smedro, Subotica, UZice, Valjevo and Zrenjanin
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Development), through which support to the environmental protection sector continues - providing
technical assistance to the Ministry of Environmental Protection, in order to prepare potential projects
for financing in the coming period. The main goal is the creation of project-technical documentation for
large infrastructure projects. The budget of the project is around 3 million euros. EISP 2 project
(Environmental Infrastructure Support Project), which provides support to the Ministry of Environmental
Protection in the implementation of smaller components of large infrastructure projects as well as in
identifying potential projects in the field of environmental protection so that they are ready for the
preparation of the necessary project-technical documentation. The project budget is around 2.9 million
euros. The continuation of the project dealing with preparations for negotiations under Chapter 27 takes
place through the ENVAP 3 project - Environment Accession Project (September 2016 - March 2021),
where the budget is around 3 million euros.

The relevant interventions by the Government of Republic of Serbia include projects from the several
ministries- Ministry of Public Administration and Local Self-Government (MPALSG), Ministry of
Economy (MoE) several annual Calls for Proposals for support to - Startups; Entrepreneurship
development; and Business infrastructure, The Ministry of Public Investments (MPA), etc.

1.6 Key Lessons from the Predecessor Programmes

Taking into account the UNOPS experience in implementation of the local development programmes in
Serbia since 2010, and the most relevant, the predecessor EU PRO Plus Programme, following are the
key lessons which are embedded in the development of this Project:

Gap in understanding the concept of integrated projects: Although the capacity building process
included the concept of integrated projects in it’s training curricula and one-on-one meetings with
territories, the project applications received under the Public Call for implementation of integrated
projects deriving from the twelve territorial strategies supported by the EU PRO Plus Programme
indicated that there is a greater need in building capacities for understanding of the integrated approach.
One of the challenges is that, at the territorial level, there was no continuity between people who
participated in the capacity building process and the people who worked on integrated projects
preparation. However, this challenge is already being addressed through the EU PRO Plus Programme
through provision of technical assistance for establishment and operationalisation of Project
Coordination Units (PCUs), aiming to ensure solid grounds for further capacity building, but also better
outcomes in project preparation and implementation. This Project shall continue with further
strengthening of the PCUs, which may include joint and on-the-job training, meetings and regular
consultations.

Insufficient maturity of projects: Review of the received applications under Public Call for
implementation of integrated projects deriving from the twelve territorial strategies supported by the EU
PRO Plus programme has also shown that the vast majority of proposed projects was not at the expected
level in terms of complexity, promotion of integrated approach, co-creation and innovation. One of the
reasons identified was lack of systematic approach to project preparation, resulting in project proposals
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prepared within the application period (usually not sufficient for any complex project, especially if it
involves gaining approvals and permits beyond LSG level).

Having said that, in the context of this Project, the EU PRO Plus Programme identified a tool, an
Investment programme, which would be carefully developed in the future, with a purpose to reflect
project maturity in any time, potential funding and level of priority for territorial initiatives at particular
territories.

Timing in planning of the implementation of the activities: Activities which include different governance
levels, thus wide scope of stakeholders, may be affected with delays in implementation caused by
multiple factors such as elections, changes in appointed officials or lack of human resources at the local
level. Therefore, putting an extra effort should be considered in setting timelines and preparation phases
of the implementation of particular activities, having alternative options for delivery of particular
activities and buffering potential losses (e.g. negotiating cancellation policy if any financial commitment
is involved).

2 Intervention

2.1 Overall Objective

To modernise public administration at all levels of government, as well as contribute to improvements to
the requirements for EU accession, particularly in terms of governance and resource allocation.

2.2 Purpose

This Project will result in the establishment of key elements of the future national system for managing
EU territorial instruments, while enhancing integrated and sustainable territorial development policies
and facilitating their implementation.

2.3 Results and Activities

Result 1: National capacity for implementation of EU models of territorial development further
developed

Interventions under Result 1 will support enhancement of the national capacity for implementation of
EU models of territorial development. While building on results of the EU PRO Plus Programme, the
Ministry of European Integration (MEI) and other stakeholders at the national level responsible for
different aspects of monitoring and implementation of territorial instruments, will be further supported
to create a system for management of territorial instruments.
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The activities under this Result will be informed by the findings of the final Study on the national
Integrated and Sustainable Territorial Development (ISTD) model for Serbia which is being developed
under the EU PRO Plus Programme. Focusing on the continued need for building national capacity, the
Project will support several areas.

Firstly, improvement of the operational framework will strengthen the institutional capacity of the MEI
and other national institutions to manage and monitor implementation of EU territorial instruments. By
the end of the Project, the standard operating procedures for management of territorial instruments
will be developed, contributing to enhancement of consistency and efficiency of related activities.

Secondly, the Project will strengthen the organisational capacity of MEl to manage territorial
instruments through establishment of governance mechanisms at the national level. Once the need for
operational capacities is determined, the Project will provide training and technical assistance to develop
these capacities, and develop the tools needed for management of territorial instruments. This will
contribute to increased efficiency, better allocation of resources and effective governance ensuring
transparency and accountability.

Finally, the Project will enhance networking and strengthen individual capacities of the national
stakeholders through training and peer exchange activities. The related activities will enhance
performance, foster collaboration and encourage innovation, while ultimately contributing to
sustainability of the results achieved through the Project.

Activity 1.1 Analysis of the requirements of the Chapter 22 in the context of territorial development

The progress within the Chapter 22 of the EU Acquis that relates to the Regional Policy and the
Coordination of Structural Instruments will be analysed in the context of territorial development. The
scope and methodology for conducting the review will be developed and agreed with the MEI in the
project inception phase. The analysis will be conducted by the Project personnel and national and
international experts.

The analysis will be conducted as a preliminary assessment to better understand the requirements for
the capacity building activities to be provided by the Project. It will serve as an important input for
identifying the scope and timeframe for provision of the expert support, focus of the capacity building
activities, inform development of the ISTD platform and the methodology for monitoring, reporting and
evaluation of ISTD implementation.

The analysis will also serve as a tool to map the need for support to a wider range of stakeholders at the
national level who will have a role in the territorial development, and the needs for provision of capacity
building in relation to the territorial instruments.

Activity 1.2 Provide expert support for the development of an operational framework

The Project will support development of the operational framework related to territorial instruments,
following the adoption of the Law on Cohesion Policy which is expected to happen until the end of 2024.
While the analysis of the Chapter 22 and the final Study on the national ISTD will inform the final scope

Developed by UNOPS Serbia Multi-Country Office 43



Description of Action, EU Support to Integrated Territorial Development, implemented by UNOPS Final

of the technical assistance focusing on territorial development, the Project will, at the minimum, assist
with the following:

Based on the Draft Law on Cohesion Policy, the areas related to territorial development should be
further regulated with standard operating procedures.®

Additionally, following the requirements of the EU member states introduced for the 2021-2027 period,
the Project will provide technical assistance for development of a Roadmap for Administrative Capacity
Building. While the Roadmap refers to the cohesion policy in its entirety, the Project’s assistance will be
limited to its scope related to territorial development. Following the EU guidelines, the Project will firstly
assist with conduct of the self-assessment using the instrument designed for managing authorities of EU
funds under Cohesion Policy, and use the findings to contribute to development of the Roadmap.

Finally, the Project may provide technical support to MEI to update the Governance for Organisational
Development Plan following the review of the Methodology for Organisational Development which is
done under the Cohesion Policy project. This would include review of the available documents, conduct
of additional assessments, and drafting of a Plan focusing on the needs related to management and
monitoring of territorial instruments.

These processes will include provisions that promote transparency, accountability, and public
participation, such as public reporting requirements, citizen feedback mechanisms, etc.The Project will
ensure conduct of inclusive practices, such as requiring consultations with representatives of vulnerable
communities and CSOs during the policy development process.

This project, along with any potential additional outputs will contribute to creation and establishment of
a structure for the MA for management of territorial instruments. The activity will be implemented by
the Project team and its national and international experts throughout the life of the Project.

Activity 1.3 Provide capacity building activities for preparation and implementation of Cohesion Policy
relating to territorial instruments

The Project will support development of capacities relating to territorial instruments within the Cohesion
Policy. The Capacity Building activities will be based on the results of the review of Chapter 22 (Activity
1.1), the training needs assessment (TNA) which will be conducted during the inception phase of the
Project and results of the Capacity Building activities implemented through the predecessor EU PRO Plus
Programme, focusing on the feedback secured from the local and regional level stakeholders and gaps
identified in the process of development of territorial strategies.

The MEI has already identified and developed a set of Capacity Building Programmes for three target
groups, precisely Institution within the management and control system for Cohesion Policy and
institution within the management and control system of IPA Ill operational programmes (Target Group
1), partners (Target Group 2) and beneficiaries/end recipients (Target Group 3). Some of the modules of

8 For the avoidance of any doubt, the standard operation procedure shall not be construed as being part of the
legislative framework on the Cohesion Policy and only provide operational instructions for the end-users. UNOPS
support should not be interpreted as provision of legal advice.
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the programmes are being implemented in coordination with the National Academy for Public
Administration (NAPA).

The Project will, in agreement with the MEI, agree on delivery of at least three training modules to
Target Group 1 in coordination with NAPA. The modules will likely relate to the Capacity Building
Programmes implemented through EU PRO Plus, including an introduction to instruments for territorial
development, integrated territorial investments, community - led local development and/or other
territorial tools. These trainings will be delivered by the Project team supported by the national and
international experts.

Additional training modules will be identified, developed and delivered, based on the review of Chapter
22 in the context of territorial development and the Training Needs Analysis.

During the inception phase, the Project will develop a Capacity Building Plan outlining the details of the
capacity building activities. The training modules will be implemented throughout the lifecycle of the
Project, and will contribute to building of capacities of at least 100 stakeholders at the national level.

The activities under this project will be aligned with those carried out within the framework of the
project that will provide support to the MEI in establishing a Cohesion Policy system. Among other
things, the focus will be on further development and implementation of Capacity Building Programmes
to ensure consistency in approaches and efficient resource utilisation across both projects.

Activity 1.4 Develop national ISTD platform

The project will develop a website which will serve as a networking platform for Integrated and
Sustainable Territorial Development (ISTD) which should facilitate the capacity building process through
various activities, and particularly the national peer exchange, but also contribute to transparency and
accountability of information related to ISTD. The ISTD platform aims to enhance learning about
territorial development instruments by building on good practices related to ISTD from both Serbia and
in the EU. It will provide information on a variety of topics via thematic publications, developed
territorial strategies, online and onsite events, and potential direct communication with a team of
Project experts.

The ISTD platform will also provide information on the implementation of territorial strategies, with a
map and detailed information on the projects implemented or under implementation. It will also provide
information on the available funding sources thus facilitating access to finance.

The platform will be built upon the work initiated within the predecessor EU PRO Plus Programme. It will
be further optimised during the implementation of this activity taking into account the feedback and
input from the national level stakeholders, primarily MEI. The Project will also take into account feedback
from the local and regional stakeholders who are intended to use the platform.

The work under this activity will be a combination of technical expertise in the area of territorial
development, and software development/interaction design experts who will be engaged by the Project.
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A detailed specification for the platform will be developed in consultation with the MEI, and services for
its materialisation will be procured.

To ensure its sustainability, the Project will work closely with MEI to identify the most suitable
stakeholder(s) to continue to maintain the platform beyond the life of the Project, with a planned
transition from the Project to the identified stakeholder(s) during the final year of implementation.

Activity 1.5 Organise Peer exchange with EU Member States

Along with the expert support provided by the project team and its retainers, the project will also
facilitate peer to peer exchange with the relevant EU member states institutions, as well as study visits,
in contribution to its overall capacity building efforts.

While the MEl is the primary beneficiary, the capacity building activities will also include a wider group of
institutions and stakeholders at the national level, in line with the findings of the review of Chapter 22.
The peer exchange will be based on the Training Needs Analysis (TNA) which will be conducted by the
Project during its inception phase, through which both the technical areas for the peer exchange will be
identified and the stakeholders to be included in these activities.

The peer exchange with the EU member state facilitated during the predecessor programme, including
counterparts from Greece, will be continued. This may include bringing the counterparts from EU
countries to Serbia, and/or bringing the MEI representatives to an EU country, for short-term missions
with the expected outcomes defined in advance. Depending on the need, a similar exchange may be
facilitated with other relevant EU countries and counterparts.

The Project will organise at least two study visits to selected EU countries for the representatives of MEI
and other national - level institutions, to support the capacity building activities. The study visits will be
focused on the specific topics identified by the Chapter 22 review and the Project international experts
will take the leading role in development of the study visit programmes.

The visits will serve as a tool to expand the knowledge about the practical implementation of EU
territorial instruments and to expose the key national stakeholders to different options for resolving
some of the most critical issues related to the management of territorial instruments.

As part of this activity, UNOPS will provide DSA payments to governmental representatives. The DSA
payments shall be made by UNOPS subject to the receipt of the required funds from Funding Source.
UNOPS’ role with respect to the payment of stipends to Governmental representative/-s is that of a pay
agent and UNOPS shall only be responsible to transfer the funds upon the satisfaction of the
above-mentioned conditions. For the avoidance of doubt, UNOPS shall not be accountable, or otherwise
carry any liability, for the performance of the DSA recipients or any third party, including but not limited
to the use of the funds.
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Activity 1.6 Develop methodology to facilitate monitoring, reporting and evaluation of ISTD
implementation®

The project will develop a methodology for data collection and reporting on the contribution of the
territorial strategies to high level strategic indicators. This process will include the definition of the terms
of reference for data collection and reporting system which will be discussed with the Public Policy
Secretariat of the Republic of Serbia (PPS), Statistical Office of the Republic of Serbia, and the MEI. The
objective would be to develop a standardised set of indicators, i.e. the “Passport for indicators” for the
territorial strategy objectives.

The methodology will be developed by the Project national and international experts, and will be
informed by the results and challenges in tracking implementation of the twelve territorial strategies
developed under the predecessor EU PRO Plus Programme, as well as inputs and feedback from the
territories which will be supported through this Project. Its application will be tested on the selected
originally supported strategies, thus providing inputs for its final optimisation.

The Project will organise meetings and exchanges with PPS and MEI needed to present the methodology
and secure endorsement from both institutions. The Project will also liaise with the Statistical Office of
the Republic of Serbia to confirm the list of indicators which will be tracked.

Result 2: Regional and local capacities for implementation of EU models of territorial development
further developed

Through this Result, the Project will enhance capacities of local and regional stakeholders to manage
implementation of territorial instruments.

This will be achieved through establishment of governance mechanisms for management of territorial
instruments at the level of the territories, creating conditions for compliance with the EU Cohesion Policy
requirements during the pre-accession period. The local self-governments (LSGs) and the regional
development agencies (RDAs), as the key drivers of territorial development, will be supported to
establish a formal mechanism to cooperate with other sub-national stakeholders including
representatives of institutions, civil society organisations, academia, business support organisations, and
others. This will be facilitated through the establishment of the Project Coordination Units (PCUs) as a
mechanism for implementing territorial strategies. The PCUs will continue the work of the Working
Groups initially established for development of territorial strategies as stakeholder and partnership
board, and Development Councils, serving as a political and coordination boards, once the territorial
strategies are adopted.

Further, the focus of activities under this Result will also be on building individual and institutional
capacities to recognise and use the potentials of the EU models for territorial development through
training, technical assistance and exchange with the EU member states. This will include building on

8 For the avoidance of any doubt, the methodology shall not be construed as being part of the legislative framework
and UNOPS support should not be interpreted as provision of the legal advice.
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general knowledge on programme and project management, public procurement, project monitoring
and evaluation. Benefiting from the capacity building activities, the supported territories will be ready to
meet the highly demanding governance requirements in resolving complex challenges, by means to
develop and prioritise projects, implement calls for proposals, and procure works and services to
implement integrated projects.

Finally, the Project will contribute to enhanced partnerships and collaboration at sub-national level
through peer network and identification and promotion of local and regional champions. This will
facilitate establishment of a peer network at the sub-national level to support establishment of the EU
territorial mechanisms within the cohesion policy framework.

Activity 2.1 Provide technical assistance for establishment and operationalisation of Project
Coordination Units (PCUs)

Building on the successes of the EU PRO Plus in establishing the Project Coordination Units (PCU)
envisaged by the territorial strategies for the twelve supported territories, the Project will provide
technical assistance to the newly formed territories supported with development of territorial strategies,
to establish the PCUs with designated roles and responsibilities, ensuring good governance practices are
adhered to.

To do this, the Project will organise a series of meetings with the relevant stakeholders from the
beneficiary territories to discuss and agree on the model for establishing the PCUs. Where needed, the
Project will organise presentations and additional discussions to explain the roles and responsibilities of
the PCU members and ensure stakeholder buy-in to engage in this process. Further, the Project will,
through its personnel and national and international experts, provide guidance and technical assistance
to the beneficiary territories to develop documentation necessary for establishing of the PCUs, and
support the process of adoption of these documents by providing comments on the documents drafted
by the territories, and, where necessary, participating in the presentation of these documents to local
stakeholders as a part of the review and adoption process.

PCUs will be established for all territories supported with development of territorial strategies. Taking
into account the planned grant schemes to be implemented by the Standing Conference of Towns and
Municipalities (SCTM) envisaged by the same Action Document, the pace of this activity will be closely
coordinated with the SCTM and aligned with the planned launch of their calls for proposals. Additionally,
the SCTM will be invited to observe the process of establishment of the PCUs.

Activity 2.2 Provide technical assistance for strengthening capacities of the Project Coordination Units
(PCUs)

Once the PCUs are established, the Project will deliver a series of trainings to build the capacities of the
PCU members, including but not limited to the roles of the PCU members, development and
prioritisation of projects, development and implementation of calls for proposals, project management,
etc. These capacity building activities will also be extended to the twelve territories which have
developed territorial strategies under the EU PRO Plus Programme.
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These trainings will be included in the Capacity Building Programme, which will also focus on monitoring,
reporting and evaluation, defining roles and responsibilities of institutions at all levels, models for
implementing EU support, financing models, etc. The Programme will be developed based on the
experience and lessons learned from the EU PRO Plus Programme, the review of the Chapter 22
requirements, the Training Needs Analysis (TNA) and the methodology developed to facilitate
monitoring, reporting and evaluation of ISTD implementation in cooperation with the MEI and the Public
Policy Secretariat of the Republic of Serbia (PPS).

The PCUs will be supported to develop capacities for coordination of activities at different levels. Firstly,
the PCUs will be capacitated to coordinate cross-sectoral activities, including coordination between the
urban authorities, Managing Authority for territorial instruments, and potential sources of funding.
Secondly, the PCUs will also be capacitated to coordinate processes for procurement of services needed
for development of integrated projects, which may be implemented by several institutions and
organisations involved in development and implementation of a territorial strategy. Finally, the PCUs will
be strengthened to manage coordination between the territories and the national authorities
responsible for management of EU territorial instruments.

Additionally, the PCUs will be capacitated to establish and manage the monitoring database for projects
derived from the territorial strategies, including the collection and recording of data for the set
indicators, and also for monitoring the socio-economic impact.

The capacities of the PCUs will also be supported in the areas of project management and
implementation. Building on the experience of the predecessor Programme, the Project will support the
PCUs in implementing integrated projects through training for project management and technical
assistance for project implementation.

This will be done through a series of training modules in combination with provision of technical
assistance, which will be carried out by the Project personnel supported by the national and
international experts. The support will be provided to the existing twelve PCUs during the first year of
the Project implementation, and to the newly formed PCUs, once they are formed, and until the end of
the Project implementation.

The Project will also identify champions among the existing territories supported through the
predecessor Programme, and the newly supported territories, and facilitate exchange and learning on
specific challenges and experience in the strategic planning process and how the integrated projects are
planned, developed and implemented. Peer learning will be facilitated by connecting territories with
similar particular features and uniqueness. Meetings and visits of PCU members from different territories
will be organised, as well as discussions on specific topics which may include representatives of several
territories. This will be done in cooperation with the SCTM, ensuring synergy of interventions.

These trainings will be included in the Capacity Building Plan which will be developed during the Project
inception phase and delivered by the Project personnel supported by the national and international
experts. At least 150 members of the PCUs from the targeted 24 territories (the original twelve and the
twelve whose establishment will be supported by the Project) are expected to benefit from this activity.
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Activity 2.3 Organise peer exchange visits to selected EU countries

In contribution to building capacities of the PCUs, the project will also organise two study visits to
selected EU member states which will be designed to address their specific needs and challenges in
identifying or developing integrated projects. The visit programme and location will be agreed with the
MEI and in accordance with Training Needs Analysis (TNA) conducted by the Project during the inception
phase. One visit will be designed and organised for narrower areas (single cities) developing Sustainable
Urban Development (SUD) strategies, and the other for wider territories comprising multiple local
governments developing Integrated Territorial Investment (ITl) strategies.

The purpose of these study visits will be two-tiered. Firstly, the visits are designed as a mechanism to
strengthen the capacities of the PCUs to manage territorial instruments, and become a functional vehicle
in implementing territorial instruments at the local and regional levels. The visits will thus include
meetings and discussions with successful units managing territorial strategies in the EU. Secondly, the
visits should inspire development of projects recognised by the territorial strategies, and, in this regard,
the scope of the visits will also be coordinated with the SCTM, especially with regards to the planned
scope of the calls for proposals which will be implemented by the SCTM, in order to direct the territories
towards development of projects which will have an immediate opportunity to seek funds.

The study visits will be organised primarily for the newly supported territories. However, in case some
specific projects deriving from the twelve original territorial strategies may benefit from the study visits,
the Project will include those stakeholders as well. The visits will include visits to relevant and
comparable projects implemented in the targeted EU countries and meetings with peers and other
relevant stakeholders who can share their experiences in development and implementation of territorial
strategies, identification and development of projects, their implementation and monitoring.

The Project will be responsible for administrative and logistical arrangements related to organisation of
study visits, as well as for provision of the necessary experts. At least 50 members of the PCUs will
benefit from this activity, primarily the key members of the PCUs - PCU coordinators (heads), project
managers, implementation officers, etc. This activity will be implemented throughout the Project
lifecycle, with the highest intensity during the second year of implementation.

As part of this activity, UNOPS will provide DSA payments to governmental representatives. The DSA
payments shall be made by UNOPS subject to the receipt of the required funds from Funding Source.
UNOPS’ role with respect to the payment of stipends to Governmental representative/-s is that of a pay
agent and UNOPS shall only be responsible to transfer the funds upon the satisfaction of the
above-mentioned conditions. For the avoidance of doubt, UNOPS shall not be accountable, or otherwise
carry any liability, for the performance of the DSA recipients or any third party, including but not limited
to the use of the funds.

Result 3: Development and implementation of territorial strategies supported
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The activities under this Result will contribute to the enhancement of the policy framework at the local
and regional levels, enhancement of capacities of relevant stakeholders to implement territorial
strategies aligned with EU models, and enhancement of the project pipeline and project preparedness.

Firstly, the Project will focus on the development of territorial strategies building on successes and
lessons learned from the predecessor EU PRO Plus. Support will be extended to up to twelve new
territories which will be selected in cooperation with the MEI and the EU Delegation to Serbia (DEU). The
process of developing territorial strategies will ensure that it is inclusive, considering the needs and
perspectives of various stakeholder groups, including marginalised communities. Individual capacities
will be enhanced, as the strategy development process will be conceptualised to ensure participants
enhance their knowledge about territorial mechanisms and their application.

In parallel, the Project will continue to support the existing twelve territories whose strategies were
developed under the predecessor Programme to implement the developed territorial strategies, and will
continue to do so with the new territories as well, once the strategies are developed. The supported
territories will enhance project preparedness through development of implementation plans, project
pipeline, and specific strategic projects, while the Project will also support identification of most
adequate funding mechanisms. As a result, identification and preparation of integrated, innovative,
sustainable development programmes and projects will be enhanced, ultimately making these territories
ready for usage of EU territorial instruments.

Activity 3.1 Support development of territorial strategies

Based on the experience of the predecessor EU PRO Plus Programme, and while ensuring a consistent
approach for establishing the national model for ISTD, the Project will support development of up to
twelve territorial strategies in the regions of Sumadija and West Serbia, South and East Serbia and
Vojvodina.” This will include development of strategies for single cities and for functional areas
(consisting of multiple local governments), based on the principles of SUD and following the model of ITI
strategies implemented in the EU.

The process for selection of territories to be supported will be confirmed with the MEI during the
inception phase of the Programme, and may include implementation of a public call for technical
assistance, based on the experience of the EU PRO Plus Programme. The DEUwill participate in the
selection of territories.

The Project will work with stakeholders at the local and regional levels, including the LSGs, RDAs, other
institutions and organisations at the local and regional levels, to, firstly establish Working Groups (WGs)
for development of territorial strategies, which will, together with already existing Development Councils
manage development of territorial strategies.

90 Taking into account the planned grant scheme to be implemented by the SCTM, the process for development of strategies in Vojvodina
region may be initiated under the ongoing EU PRO Plus Programme to ensure timely completion of the process. If so, the number of strategies
to be developed through this Project will be reduced.
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This activity will rely on the best practices and lessons learned from the predecessor Programme, and
will include provision of technical assistance, series of workshops, public forums as envisaged by the
Capacity Building Plan which will be developed during the inception phase. Development of up to twelve
new strategies will be supported through a process implemented over a course of twelve months,
managed by the Project personnel supported by national and international experts.

The Project will invite the SCTM to monitor the development of strategies and will share its experience
of the process. Likewise, the timeframe for development of strategies will be closely coordinated with
the SCTM to maximise potential benefits for the supported territories.

Activity 3.2 Support implementation of territorial strategies

A two - tier support will be provided for implementation of the territorial strategies. Firstly, the Project
will support development of implementation plans for the supported territorial strategies. The
implementation plans will be used for prioritisation and definition of integrated projects from territorial
strategies, through identification and blending of available funding sources and their prioritisation based
on the level of maturity.

This will be done through training and technical assistance provided by the Project personnel and
national and international experts. The outcome of this activity will be implementation plans for each of
the supported territorial strategies, including the twelve developed under the EU PRO Plus Programme.

Secondly, the Project will support development of large scale integrated projects through development
of case studies targeting real projects from the supported territories. This will be done based on the
availability of such initiatives within the territorial strategies (including the twelve developed under the
EU PRO Plus and the newly supported territories), and based on the interest of the stakeholders to
engage in development of the projects.

The assistance will include technical expertise using the Project personnel and national and international
experts, and may include identification and development of strategic projects with significant
transformation potential for the related urban areas. The Project will support development of up to two
large scale projects per territory during the second and the final year of implementation. This assistance
will relate to more complex initiatives requiring multiple sources of funding and, where needed,
multi-level governance, which need to be further defined and divided into multiple initiatives. This will
include development of integrated project concepts and proposals®.

Though the primary beneficiaries of this activity are the PCUs, other relevant stakeholders at the local
and regional levels, including representatives of institutions and organisations that are not formally
included in the work of the PCUs, but are involved in some aspects of the implementation of territorial
strategies and/or reporting on their implementation as well as representatives of the RDAs and other
institutions and organisations at the regional level will be supported.

1 The Project will not support development of technical documentation, this will be done by the territories
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Activity 3.3 Support development of project pipeline through achievement of maturity of integrated
projects and encouraging innovation

To assess the issues contributing to delays and bottlenecks in the project maturity pipeline, the Project
will conduct two lines of reviews. Firstly, the Project will reflect on the experience gained through
implementation of the predecessor EU PRO Plus Programme related to the bottlenecks in the project
identification by comparing the challenges in identification of sectoral projects, i.e. social infrastructure,
economic infrastructure, strengthening social services, etc. and the challenges in identifying integrated
projects gained through implementation of the calls under the Programme. Secondly, the Project will
conduct additional reviews through consultations and conduct of questionnaires with the key
stakeholders at the local and regional levels. A special attention will be paid to governance - related
challenges, such as bureaucratic inefficiencies, lack of transparency, or inadequate stakeholder
engagement.

The main focus would be to help LSGs and RDAs to resolve issues contributing to delays and bottlenecks
in the project maturity pipeline, however the Project will also communicate issues within the remit of
central government (i.e. national laws and regulations, processes involving centralised agencies, etc.)
which may be addressed through other targeted actions with the MEI, and the donor.

As a result, a streamlined and re-engineered process will be designed, suggesting the changes that
should happen at the short and medium term in order to enhance overall efficiency and effectiveness of
the project maturity process (technical preparation/project design as well as regulatory compliance,
permits, approvals and permissions). The aim would be to speed up the project implementation pipeline,
the LSG and RDA capacity to attract funding, and to promote financial viability considerations in the
project operation and management culture at the local and regional levels.

In parallel, the Project will support LSGs in the development of innovative project ideas and the
development of those ideas into relevant project proposals. Different tools may be used to do this,
including organisation of hackathons, or establishment of open innovation hubs, to bring together a
diverse range of stakeholders (quadruple or quintuple helix) to foster co-creation and enable innovation
with inputs from territorial strategies and other research and innovation strategies, where available.
These tools can serve as central points for gathering key stakeholders according to quadruple helix,
fostering regional partnerships, and ensuring cross-sectoral cooperation, which is important for the
sustainable impact of territorial strategies. These tools could also clarify each stakeholder’s role in
contributing to the projects (e.g., civil society could focus on addressing social equity, while academia
might provide expertise on sustainable urban development models). The development of innovative
projects that specifically address social equality, equity and the needs of marginalised groups will be
encouraged.

A training programme will be designed based on the results, and it may involve both local and regional,
as well as the national stakeholders in order to raise awareness of the issues that have arisen and to
diffuse the knowledge and the solutions proposed.
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This activity will be implemented by the Project personnel supported by the national and international
experts, which will include specialised expertise for project pipeline development and innovation.

Activity 3.4 Facilitate integrated project partnerships and access to finance

The Project will facilitate partnerships in support of implementation of territorial strategies, relying on
the good practice of the EU PRO Plus Programme. This may include establishment of partnerships
through key EU networks and programmes, such as URBACT, INTERREG Europe, CERV, HORIZON, CBC,
etc., thus facilitating identification and matching of suitable project proposals with live call for proposals
at national level or from other funding sources.

The Project will also liaise with financial institutions, and monitor publishing of the calls for proposals
financed by financial institutions, including EIB, EBRD, CoEB and WB. Where relevant, the Project will
facilitate partnerships between the territories and financial institutions. The local and regional
stakeholders, will, through this process as well, build their capacities to enhance access to finance.

This activity will include PCUs from both the existing and the new group of territories with an aim to
additionally build capacities in understanding territorial development instruments and implementation
of complex projects which requires multi-level governance, new policy instruments and multi-sectoral
linkages. This activity will be predominantly carried out by the Project personnel, where relevant,
supported by the international experts for territorial development and finance.

Result 4: Complementary activities implemented by the Standing Conference of Towns and
Municipalities (SCTM) supported

The activities under this Result will facilitate transition to the SCTM as an organisation tasked with
implementation of grant schemes for implementation of territorial strategies. More specifically, the
Project will contribute to enhancement of capacities of the SCTM to develop and implement grant
schemes for integrated projects, building on the results achieved through the predecessor EU PRO Plus
Programme, and other local development projects implemented by UNOPS since 2010.

Activity 4.1 Support the Standing Conference of Towns and Municipalities to develop and implement a
grant scheme for integrated projects

The Project will support implementation of grant scheme(s) for integrated projects deriving from the
territorial strategies which will be implemented by the Standing Conference of Towns and Municipalities
(SCTM) under the same Action Document for EU for Good Governance.

The Project will share UNOPS’s methodological approach and experience for the conduct of grant
schemes. While the SCTM is responsible for developing the Call for Proposals, the Project will be ready
to provide its inputs, on the basis of expertise and experience. The Project will also share its experience
related to monitoring of implementation of integrated projects. Its engineers will be available to join the
SCTM focal points in conduct of site visits and technical assessments of activities under implementation.

Developed by UNOPS Serbia Multi-Country Office 54



Description of Action, EU Support to Integrated Territorial Development, implemented by UNOPS Final

More specifically, the Project personnel will participate in several key phases of the implementation of
the SCTM activities. Firstly, a workshop or a similar format of exchange will be organised to present and
discuss the lessons learned from the grant schemes, and in particular the grant scheme for
implementation of integrated projects implemented through EU PRO Plus Programme. The Project
personnel will be ready to review and provide feedback and comments on the Draft Calls for Proposals
prepared by the SCTM. Secondly, as needed, the Project will be ready to support the outreach efforts of
the SCTM, relying on the partnerships with local and regional stakeholders established through
predecessor projects.

Furthermore, technical personnel of the Project will participate in the grant evaluation process
conducted by the SCTM in the capacity of an observer. This process will be used for transfer of
know-how from UNOPS to the SCTM for the evaluation of received proposals.

UNOPS experts will also support the SCTM on issues related to procurements under grants. Its engineers
would contribute to review of tender documentation in part related to scope of worksThe role of the
Project will be solely advisory, and the responsibility over these activities will remain with the SCTM.

Activity 4.2 Support the Standing Conference of Towns and Municipalities in the process of
accreditation/ certification

In case the EU Delegation and the MEI support the potential role of the SCTM as an Intermediary body
for financial management, the Project will be ready to support these efforts by providing international
experts for territorial development.

UNOPS would in cooperation with MEI and SCTM identify needs for support in this respect. Experts
would be engaged in accordance with UNOPS HR rules and regulations.

3 Assumptions and Risks

3.1 Assumptions

The key assumptions for the successful implementation of the Project are the following:

# Assumption

1 | The Government of Serbia maintains political stability and institutions are functional.

The Government of Serbia remains fully committed to the EU integration path and the
implementation of the EU accession related reforms.

The Government of Serbia remains committed in striving to establish of the national model of
integrated and sustainable territorial development as a part of the Cohesion Policy system
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4 | The line national level institutions/bodies endorse the need for the intervention and its objectives.

5 The Project stakeholders actively cooperate in implementation of the activities, ensuring access to
information, and premises, and ensuring participation of relevant personnel.

6 | Policy and legislation changes do not negatively affect the implementation of the Project.

7 Effective coordination with MEI’s ongoing Cohesion policy project, which is vital for avoiding
overlaps and ensuring a complementary approach.

8 | Project areas remain stable, without inter-ethnic and intra-ethnic/political tensions.

9 | Natural disasters, and emergency situations may delay but will not endanger Project objectives.

10 SOP and methodology to facilitate monitoring, reporting and evaluation of ISTD implementation

are not part of the legislative framework

The absence of these preconditions would significantly hamper the successful implementation of the

Project and put it at high risk.

3.2 Risks

The Project has taken into account key risks that could affect its implementation and jeopardise the
planned intervention. These risks, along with the mitigation measures, are described in the table below:

# Risk Probability Impact Mitigation Measures
The Project Steering Committee (PSC),
composed of key stakeholders, will be
established as the primary Project
Lack of political goyernance mec.han.ism, ensuri.ng
. guidance and monitoring, but also risk
commitment and . . .
. mitigation and issue resolutions. The
willingness to support the .
. . PSC will also serve as a platform for
Programme, including L
. . participation and engagement of
possible changes in the national stakeholders, facilitating their
1 Governmental structures, Low High ! g

may delay the
implementation of Project
activities and completion
within the envisaged
timeframe.

interest in and ownership over the
Programme. Whereas UNOPS will
ensure that the activities are carried
out in collaboration and consultation
with national institutions, and as per
the planned time frame, the donor will
follow the progress of implementation
and facilitate engagement/contribution
of the line Government structures.
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Delays could be caused by
difficulties in
implementation due to
overlapping or unclearly
divided roles and

Early establishment of the PSC which
includes the key stakeholders,
coordination mechanisms and regular,
clear and transparent communication
with different actors will contribute to
smooth operations and uninterrupted

responsibilities among the Medium Medium [ implementation of the Project. The
participating institutions, donor will be regularly informed on
including UNOPS and the progress and consulted on remedial
SCTM, and the lack of action in case of any delays. Roles and
coordination between and Responsibilities matrix developed as an
among them. integral part of this Description of
Action.
Lack of strategies and
structures for . e
imblementation of Immediately upon initiation, the
intz rated sustainable Project will commence implementation
terri%corial development of capacity building activities for target
initiatives putsasigniﬁcant LSGs. The Project will strive to test
. . . different  models/instruments  for
number of target LSGs in High Medium | . / N
inferior bosition in integrated sustainable  territorial
comparirs)on to few LSGs development, in order to ensure a
who have created strategies great majority of LSGs have the
for SUD mechanisms and opportunity to benefit from the Project
LAGs as prerequisite for support for development of Strategies.
CLLD intervention
Along with the on-the-job training, the
Project entails a strong capacity
Inadequate staffing and building component related to putting
personnel turnover in the new systems in place and function. To
beneficiary institutions ensure the Project success and its
could jeopardise the Project sustainability, UNOPS will establish a
implementation, the Medium Medium mechanism of strong coordination with
capacity buildiné national institutions when designing,
programme in particular, preparing and implementing the
and negatively affect the activities related to human capital
sustainability of its results. enhancement, 50 appropriate
resources are allocated and any
potential gaps addressed.
Low capacities of benefiting The Project will be implemented in 144
municipalities, institutions, Medium/ municipalities, out of which 63 are
civil society and other High Hich devastated or underdeveloped. The
organisations, may decrease & integrated  territorial development
efficiency and effectiveness, approach requires a  complex
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and impede fulfilment of
the Project objectives

application process, relies  on
inter-municipal cooperation and is
embedded in the existence of solid
development strategies.

The Project will have a strong technical
support element, including close
engagement with the beneficiaries
throughout the implementation, while
the special attention and support will
be given to the territories newly
involved in the intervention. This
mainly refers to the Vojvodina region
with its 45 local self-governments.

In addition, intensive communications
and raising awareness about the ITI
approach, its objectives and
methodology will be conducted during
the first six months of the
implementation, to ensure wide
understanding among the key parties
and beneficiaries. Furthermore, the
Programme will continuously monitor
and provide on-the-job support to the
grantees to ensure understanding of
contractual obligations and
implementation of projects with the
available budget, in the agreed
timeframe and to the scope.

Complexity of the process
for application of Integrated
Sustainable Territorial
Development instruments
may not lead to timely

Ensuring proper understanding of the
ISTD mechanisms is a prerequisite for
successful implementation of the
Project. The Project will therefore
invest  significant resources into

6 finalisation of the planning Medium Medium building capacities to respond to the
process as well as the needs of the Project.
quality of the process and
may jeopardise
implementation timeframe.
Insufficient coordination Along with mapping relevant and
among institutions, similar interventions in the preparatory
7 organisations and projects in Medium Medium | phase, the Programme will establish

the migration and border
management area could

effective communication and
coordination channels with other
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cause overlaps in actors, to ensure coordination and
implementation. avoid overlapping. Early establishment
of PSC and involvement of relevant
national  stakeholders  will also

contribute to this risk mitigation.

The Project will plan/re-plan activities
so as to avoid impact on delivery,
scope and budget, while the

Extraordinary general interventions will be focused on the
elections, or local elections, priorities  identified by  diverse
or re-composition of stakeholders, regardless of their
3 poli.tical power in local and Medium High political ~affiliation.  After  the
national institutions, and elections/or following regrouping of
changes in the management the local political forces, additional
structures may affect communication efforts will  be
implementation undertaken to quickly establish
relations with the newly selected

leadership.

4 Implementation

The United Nations Office for Project Services (UNOPS) was identified for direct management of the
Project the funding has been provided from the Instrument for Pre-accession Assistance (IPA lIl)
2021-2027, EU for Good Governance Annual action plan in favour of Serbia for 2024.

4.1 Approach

The Project activities will be undertaken in cooperation with the MEI as the key national partner. A
particular focus will be on the activities related to the Chapter 22 and development of institutional and
regulatory framework which will be verified with MEI in order to ensure no overlap with cohesion policy
project and other complementary actions.

The Project will also coordinate with other line ministries including the Ministry of Economy, Ministry of
Construction, Transport and Infrastructure, Ministry of Public Administration and Local Self-Government,
Ministry of Labour, Employment, Veteran and Social Affairs, Ministry of Science, Technological
Development and Innovation and Ministry of Public Investment, as well as other relevant national
institutions, while ensuring coherence with the relevant national policies®.

%2 Alignment of the Project with national policies shall not be deemed a waiver of UNOPS privileges and immunities
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Project activities will be closely coordinated with the SCTM as the selected implementing partner of the
DEU for support in implementation of territorial strategies. The two projects will be governed by a joint
Steering Committee ensuring full complementarity and efficient coordination. This will ensure national
ownership and help develop the national capacities.

In the process of planning and implementing the activities, UNOPS will also maintain a close
coordination with EU Delegation in Serbia, Development Agency of Serbia, Regional Development
Agencies, and other relevant counterparts, to ensure complementarity to the donor’s priorities and
goals. UNOPS will hold the overall responsibility for the implementation, maintain a monitoring and
supportive role, and ensure good visibility of the European Union.

The Project implementation will be divided into operational phases, including a three-month inception
period during which the key inputs for implementation will be agreed upon, including the Training Needs
Analysis and the Capacity Building Plan. The inception period will be used to review the design in
consultation with stakeholders and update the work plan to ensure its relevance and feasibility and build
stakeholder commitment to the project.

Furthermore, in agreement with the donor, where logical, some of the Project efforts will be supported
by the ongoing EU PRO Plus Programme, during the period of overlap between the two projects.

The Project will rely on the partnerships built with the local and regional stakeholders under predecessor
programmes, and will retain its presence in the field through retainer positions and frequent field visits.

This Project will use the following approaches in its implementation:

e Project Management - UNOPS has project management at the core of its services, and over 25
years of operational experience in planning, implementing and managing projects. As a
project-based organisation, project management underpins all UNOPS service lines and project
delivery activities, as it is key for ensuring that a project results in positive outcomes and
impacts, contributing to sustainable development results at local, regional and national levels.
The UNOPS project management methodology is a reflection of more than two decades of
experience gained through thousands of projects and a result of a collaboration of colleagues
around the world. It entails an approach that is agile, whilst promoting consistency in the entire
UNOPS project portfolio through alignment with international standards and best practice in
project, programme and portfolio management, such as PRINCE2 and the PMBOK® Guide. This
methodology provides a framework for ensuring effective governance and management control,
sustainable results management, stakeholder engagement, financial management, risk and
quality management, following an integrated approach throughout the life cycle of the project.
In addition, UNOPS implements projects in a sustainable manner, integrating considerations of
economic development, social progress and environmental protection at every level.

e Technical Support — UNOPS will engage thematic experts, considering the Project’s needs, on a
temporary consultancy basis, and in line with the proposed budget, and in order to ensure that
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the outputs meet their acceptance criteria. UNOPS will use its internal rules and procedures in
this process.

e Procurement of services - as a central procurement resource for the United Nations system and
its partners, UNOPS emphasises efficient, transparent, cost-effective and sustainable delivery of
goods, services and works, in line with public procurement best practices. Leveraging its decades
of experience and expertise, UNOPS will procure a range of services and goods through this
Project. The publication of tenders, evaluation of bids, company selection and contract award(s)
will be performed following UNOPS procurement®® rules and regulations, encapsulated in the
Financial Rules and Regulations®, which is followed by the Operational Directive defining the
Procurement Framework® and Operational Instruction defining the Procurement Procedures®.

I details UNOPS procurement instructions, procedures and

In addition, the Procurement Manua
processes and provides further guidance for carrying out procurement activities for or on behalf
of UNOPS effectively and efficiently. UNOPS procurement officials and other personnel involved
in procurement processes will be responsible for observing the provisions contained in the
Manual. The following general principles are to receive due consideration when undertaking all
procurement activities: best value for money; fairness, integrity and transparency; effective
competition; the best interest of UNOPS and its partners. By applying these principles in the
procurement process, UNOPS ensures effective and purposeful implementation of its activities,
including its commitment to the promotion of sustainable development, by avoiding wastage of
resources, producing the most appropriate solutions at all times, and addressing the needs of
the organisation and its partners.

4.2 Organisation and Implementation

The Project governance framework will be aligned to relevant UNOPS policies, while roles,
responsibilities and accountabilities for decision-making and direction will be clearly defined to ensure
effective governance.

The Project will be governed by the Project Steering Committee (PSC), chaired by the Ministry of
European Integration (MEI), with representatives of the donor and other national stakeholders. It will be
a joint body for the Project and activities implemented by the Standing Conference of Towns and
Municipalities (SCTM), and will assume close coordination between UNOPS and the SCTM. UNOPS and
the SCTM will be responsible for the submissions to the PSC for their respective activities.

The PSC will provide strategic guidance, monitor progress and performance, contribute to risk and issue
management, and facilitate engagement of national institutions and other stakeholders. It will ensure
that overlap of activities with other projects and programmes not implemented by UNOPS is avoided,
while synergies are identified and exploited.

93

https://www.unops.org/expertise/procurement
% Financial Rules and Regulations
% QOperational Directive - Procurement Framework

Operational Instruction - Procurement Procedures
% Procurement Manual
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The PSC will be established during the first months of implementation/Project inception, when its
composition and responsibilities will be re-confirmed. Tentatively, the representative of the MEI will act
as the Chairperson, while the donor and key national beneficiaries will hold voting roles. Other members
will participate in the work of the PSC as observers, whilst UNOPS will ensure overall coordination and
uninterrupted functioning of the Committee.

The PSC will meet on a quarterly basis, while the Chairperson may request extraordinary/ ad-hoc
meetings, and/or decide to organise consultations/voting through email. The secretariat of the PSC will
rotate between the SCTM and UNOPS during the period of overlap between the two projects.

As per the UNOPS Project Management Method, a Project Board (PB) will be established, a body internal
to the Project and composed solely of UNOPS personnel. The PB directs the Project during the
implementation and is led by the UNOPS Project Executive in collaboration with the Senior Supplier and
Senior User. It monitors progress and performance, and ensures that the Project delivers outputs that
are fit-for-purpose. It is also responsible for conducting quarterly assurance which, among other things,
includes the review of progress and financial performance, analysis of stakeholder engagement,
management of risks and issues, and policies’ compliance.

The Project Team based in Serbia will be led by the Project Manager (PM), responsible for day to day
management and ensuring that the delivery of the outputs in accordance with the time, cost, quality,
scope, risk and benefit targets. The team will also include: Senior Officer for Capacity Building
responsible for delivery of the required outputs related to development of capacities at the national and
sub-national levels, two Project Associates responsible for delivery of capacity building activities and
provision of technical knowledge related to integrated territorial development and an Officer responsible
for implementation of Project communication activities and reporting.

Implementation will be further facilitated through the involvement of Support Services functions. These
functions will be engaged as either part-time and/or cost shared to full-time positions in line with Project
dynamics. They will, among other services, support the implementation of the Project’s tenders, ensure
continuous monitoring of Project finances, as well as adherence to financial rules and regulations,
manage Human Resources related activities including but not limited to the recruitments, contract and
payroll administration, equip the team with ICT devices and ensure functioning of the ICT equipment,
processes, networks and accounts, and provide administrative and logistics support, as well as assistance
with security coordination.

The Project will be supported by the consultants, such as international and national experts for territorial
development, experts for development of regulatory framework, and capacity building expert with
specialised expertise, to be hired on short to medium term contracts to provide sectoral expertise in the
activity areas, on an as-needs basis.

4.2.1 Matrix of Responsibilities

The Matrix of Responsibilities is included as an Annex la to the Description of Action.
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4.2.2 Indicative Action Plan

The Indicative Action Plan is included as an Annex Ic to the Description of Action.

5 Factors Ensuring Sustainability

5.1 Financial

The Project is designed to strengthen the capacities of stakeholders at all levels to manage and
implement EU territorial instruments.

The activities contributing to building of institutional and organisational capacities at the national level
will ensure that the structure, procedures and processes are in place, while building of individual
capacities will guarantee the human capacities are in place for sustainable use of the Project results.
Furthermore, development of the ISTD Platform will be done in close cooperation with MEI and the
donor, with identification of the future owner with allocated funds for maintaining the Platform in the
early stages of the Project, ensuring sustainability of this Project output beyond its end date.

Moreover, continuous building of capacities at the local and regional levels, and especially in the areas of
assistance to access finance for implementation of integrated projects will ensure sustainability of
territorial strategies supported by the Project along with building of individual capacities which is
important for financial sustainability. Likewise, at the local and regional level, governance mechanisms
will be based on utilisation of existing resources from LSGs, and, where deemed needed creating
contingency plans, ensuring financial sustainability of the Project results.

Additionally, transfer of know-how and experience from this Project and the predecessor Programmes to
the SCTM will strengthen the financial sustainability of its results.

5.2 Institutional and Policy

This Project provides a major contribution to national capacity as it directly contributes to building of the
new national territorial development (sub) system. The Project’s approach is comprehensive as it
includes: activities that will enhance (human) capacities at national, regional, and local level for
introduction and management of the ISTD; it includes support for development of processes,
regulations, and tools necessary for establishment and application of the system; its results will likely
contribute to development of national policies® development. This will be achieved through provision of
technical support, which will to a large extent be based on on-the-job engagement with the beneficiary
institutions, and piloting of models, while considering good EU practices, and with involvement of
national, regional, and local actors.

% The Project has no role or responsibility for adoption of legislation. However, experts provided through the Project may provide inputs that
will be relevant for development of legislation.
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Furthermore, the Project follows requirements of Chapter 22 and is grounded in existing policies and
legislation, which also enhances sustainability prospects. In this way, the Project is ensuring sustainability
on a mid-term and long-term perspective.

The national ownership of the Project will be ensured through the Project Steering Committee (PSC)
which will include relevant national institutions and the key stakeholders, who will thus secure continued
input and involvement in all activities; activities will be implemented in consultation and, in some cases
through formalised cooperation, with the line ministries and national institutions. Furthermore, building
capacity of national, regional, and local institutions and organisations is at the core of the Project.

Institutional sustainability will also be achieved through establishing governance and operational
mechanisms but not new institutions, utilising and capacitating existing resources, while close
collaboration and sharing experience with the Standing Conference of Towns and Municipalities (SCTM)
will further strengthen it.

Also, institution-building under this Project will respect effective lines of accountability between
institutions (agencies and parent institutions), therefore avoiding any possible fragmentation of
administration. Addressing the quality of administrative services, by improvement of procedures and
standards will contribute to sustainability of the activities after the Project is finished.

Finally, the Project will contribute to enhancing policies through development of integral territorial
strategies at local and regional levels. Developing a post-Project Capacity Building Plan that includes
continuous training and mentoring programmes to ensure that institutional capacities are not only built
but also sustained will be considered.

5.3 Environmental

The Project will embed environmental sustainability as a cross cutting element to be fully integrated
through the instruments of the integrated territorial development to ensure creation of the preventive
measures (such as legislative framework, urban planning, raising awareness and capacity building) and
the protection measures through sustainable infrastructure projects.

Environment and climate action will be considered in the supported territorial strategies, creating policy
basis for significant contribution in these fields.

Efforts to ensure environmental sustainability will be embedded into the foundations of the Project
intervention and implemented as a cross-cutting endeavour. As part of these efforts, care will be taken to
ensure that environmental considerations are integrated into each procurement process conducted
throughout implementation, to generate, where relevant, least environmental footprint. Considerations
of energy efficiency, waste efficiency, ease of maintenance and part replacement, and environmental
impact of inputs and outputs needed for the equipment will be taken into account when procuring
Project assets.
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The capacity building activities will likewise be developed to reduce waste and increase energy efficiency,
for example, through paperless workshops, or using venues that are more sustainable — such as smaller
premises and those that have abundant natural lighting, or through organising on-line or hybrid events.
Likewise, air travel for the study visits will be planned rationally. Finally, in its every day operations, the
Project team shall ensure an environmentally-conscious approach is applied whenever feasible, but
particularly in regard to the travel of personnel and engaged expert/s, organisation of public events etc.

The Project will put effort to record contributions of its activities to the environment on the basis of
objectively verifiable indicators. The impact areas where UN system methodologies exist for
measurement and reporting are GHG emissions, waste and water. The UN system provides information

to the public on its performance in these areas via the annual Greening the Blue report®.

5.4 Social

The UNOPS approach is rooted in the UN standards and goals, ensuring respect for human rights
principles and contribution to the Sustainable Development Goals, including those related to poverty,
inequality and justice. The Project will include considerations of the most pressing needs of the citizens
living in less-developed regions, including in multi-ethnic areas through tailored measures, aimed to
achieve a viable impact.

The ISTD establishes a framework for engagement of stakeholders at all levels, from different societal
sectors. The approach itself therefore ensures that the interests of multiple social groups will be
represented, which in turn ensures distribution of benefits to different parts of society, including the
vulnerable, and creates a solid basis for their continuation after the Project ends. This will ensure that
less developed areas, including rural territories, are not left behind.

5.5 Cross - cutting

Governance issues are at the heart of this Project primarily because establishment of the ISTD system
will include defining accountabilities and responsibilities of stakeholders at different levels.
Establishment of governance and operational mechanisms will be complemented with definition of
regulations and processes ensuring clear definition of roles and responsibilities, efficient and effective
operations, and involvement of a broad range of stakeholders. The Project will strive to embed elements
which will ensure their flexibility to adjust to the new circumstances, ensuring long term sustainability.

Establishment of the ISTD platform will enhance transparency of the ISTD activities, including funding.
Likewise, involvement of different sectors, including civil society and business community, academia will
enhance horizontal and vertical governance and cooperation among and between different governance
levels, including local, regional and national. Finally, the support provided to the SCTM as the national
implementation partner will contribute to further enhancement of the governance.

Chttps://wedocs.unep.org/bitstream/handle/20.500.11822/30054/GreeningtheBlue.pdf?sequence=1&isAllowed=y
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The Project will provide direct and significant contribution to gender equality. The core of these efforts
will be to ensure fair distribution of benefits from the gender equality viewpoint. The Project will ensure
involvement of women and men in the design and implementation of the supported territorial
strategies. This will in turn contribute to more adequate incorporation of gender equality considerations
into policies. Further, criteria related to fair gender representation for selection of beneficiaries of
learning functions will be introduced. Finally, contributing to long term sustainability, the Project will
ensure that the developed strategies consider gender equality. With this, both the identified priorities
and actions (projects) deriving from these strategies will equally serve both genders.

During the inception period, the Project will develop a Gender Action Plan that will further develop the
approach defined in this document. In addition, gender segregated data will be introduced, to facilitate
monitoring, assessment, and reporting of the Project contribution to gender equality.

6 Communications and Visibility

Communication and visibility activities will pursue three key objectives: to enhance the visibility of the
European Union’s continuous support to Serbia, particularly its patronage of the ISTD approach to
ensure the sustainability of the framework; to promote the Project's activities and results, including
those from previous EU-funded development programmes implemented by UNOPS, demonstrating their
value to local communities and national development; and to facilitate capacity building, collaboration,
and coordination among stakeholders, aligning their development approach with ISTD principles and
ensuring effective monitoring and reporting.

During the initial stages, the Project team, in consultation with the DEU to Serbia, the SCTM, and the
MEI, will develop a strategic Joint Communication Plan and joint programme branding inclusive of all
partner insignia. The plan will define objectives, identify target audiences'®, craft key messages, and
outline tools, channels, and stakeholder engagement strategies. The branding will ensure sustainability
and consistent EU patronage of ISTD by bridging past, current, and future ISTD initiatives. It will maintain
broad visual alignment with previous EU centric brand of ISTD activity, while reflecting the involvement
of new implementing partners.

While SCTM and UNOPS will be responsible for creating content relevant to own activities once the joint
plan and branding is approved by DEU and MEI, UNOPS and SCTM will align their promotional activities
through regular meetings and a shared timeline to ensure comprehensive media coverage, prevent
duplication, and maintain consistent messaging.

Beside communication and visibility of own Programme activities, UNOPS will aim to ensure that the
long-term sustainability of ISTD efforts stays connected to the EU, positioning it as the visible leader of

1% primary target audiences include national and local government institutions, LSGs, participating municipalities, and grant scheme
beneficiaries, with a special focus on their local focal points. Secondary audiences include civil society organisations, NGOs, community groups,
and the public, particularly in project-active territories. Media, academia, and EU-related networks will also be engaged to ensure broad
dissemination and understanding of the Project's outcomes.
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these and past major local development initiatives, highlighting the EU’s continuous commitment to
sustainable development.

The Integrated Development Platform will be established to serve as a comprehensive public ISTD
website and a portal for certified stakeholders. It will function as an umbrella tool for all past, current
and future ISTD initiatives, ensuring consistency, institutional memory, transparency, and easy access to
relevant information through interactive maps, dashboards, and multimedia content. The platform will
also support collaboration through tools for reporting, peer exchange, and capacity-building, advancing
ISTD principles and fostering partnerships. The population, use and maintenance of the platform will be
closely coordinated with SCTM according to clearly devised responsibilities.

The Project will utilise traditional and digital tools to engage audiences effectively at local, national, and
international levels. Rebranded active social media profiles from previous UNOPS implemented
development programmes will target established audiences, ensuring continuity in outreach. Active
engagement on platforms such as Facebook, Twitter, Linkedin, and YouTube will provide real-time
updates and promote activities through targeted campaigns.

Strategic partnerships with media outlets will enhance information dissemination, raise awareness of
EU-funded initiatives, and strengthen the visibility of the Project. C4D storytelling techniques will engage
media and communities, promoting success stories and demonstrating practical ISTD outcomes.

High-profile events, including visits by senior EU and Serbian officials to project sites, will further
reinforce visibility. These events will showcase outputs, outcomes, and impact, with attention to protocol
and media coverage. The Programme will also support study visits to EU countries to share best
practices.

The communication strategy will incorporate a Communication for Development (C4D) approach to
improve stakeholders' understanding of ISTD benefits, and drive the commitment to governance reforms
aligned with EU standards. C4D activities will be integrated into capacity-building workshops,
participatory campaigns, and pilot initiatives, encouraging a shift from localised efforts to broader ISTD
adoption. This approach promotes sustainable practices and active community involvement.

The Programme will continue promoting activities and results from previous EU-funded UNOPS
implemented local development initiatives to showcase sustained impact. Field visits to completed
projects will highlight tangible outcomes and ensure visibility of the EU’s ongoing support and
achievements. These efforts will emphasise the continuity of EU involvement and its long-term
commitment to local development in Serbia.

All communication and visibility activities will align with the “EU for YOU” visibility guidance to ensure

consistent messaging about EU support, its impact, and benefits to Serbia. Close coordination with the
Europe House as well as national and local institutions is envisaged to ensure widespread outreach as
well as transparency and openness of the initiative.
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7 Reporting, Monitoring and Evaluation

7.1 Reporting Requirements

The Project reports will be developed in accordance with the Contribution Agreement, with the intention
to inform a wide variety of stakeholders about progress in implementation of activities, difficulties
encountered and changes made, and progress towards the set results and objectives.

7.2 Monitoring

Monitoring will be embedded into the Project implementation as a continuous function. Information
about Project progress and performance will be systematically and continuously collected and analysed
to track progress, record achieved outcomes, identify bottlenecks, facilitate decision making and
management. The following tools will be used to ensure Project monitoring:

e Logical Framework Matrix (LFM), which provides overview of objectives and results, identifies
objectively verifiable indicators, including the baselines and targets, and lists key assumptions
and risks. The Project will regularly monitor progress against the planned targets within the LFM.

e Monitoring Plan, which will be developed during the inception phase, complementary to LFM,
will define where, how, by whom and how often the data will be collected.

e Implementation Plan, a high level document covering the entire project implementation period
that describes how, when, and by whom specific targets for outputs, time, cost, quality, and
benefits will be achieved. The Implementation Plan will provide a baseline against which
progress is monitored.

e Quarterly Plan, deriving from and similar in content to the Implementation Plan, but provides
breakdown of products to the level of detail required to enable efficient day to day control.

7.3 Evaluation

No funding has been budgeted for the evaluation of the entire Project. However, the European
Commission may carry out in accordance with the relevant provisions of Article 9 of the General
Conditions of the Contribution Agreement a mid-term, a final or an ex-post evaluation of the entire
Project.
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