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1. INTRODUCTION

1.1 Background

1.1.1. This document is the first annual reportlmimplementation of the Poverty
Reduction Strategy paper for Serbia (PRSp), on¢heftwo main pillars in the
Republic’'s medium-term development framework, sutadi by the Government of
the Republic of Serbia to the citizens of Serbid &8 international development
partners, covering the period 2004 until the midfl2005.

1.1.2. The Government of the Republic of Serbiapsetb the Poverty Reduction
Strategy paper for Serbia (PRSp) in October 2008t prior to the call for
parliamentary elections in Serbia, which were t@idDecember 28, 2003. The new
Government was formed in March 2004. In mid-20@lpoWving an agreement with
the Prime Minister, the Deputy Prime Minister oé tBovernment of the Republic of
Serbia assumed the responsibility for coordinasind monitoring the activities of the
Government institutions with respect to PRS impletagori. The Deputy Prime
Minister's PRS Implementation Focal Point was dshbd and consolidated in the
course of autumn 2004.

1.1.3. The PRSp was prepared by means of a newoagp+through a wide
consultative processensuring the inclusion of all stakeholders to Wwhibhe PRSp
refers. Bringing together these participants inghecess of preparing the PRS gave
the Strategy legitimacy, resulting in tlloption of the document by the newly
elected Government of the Republic of Serbia, wiueartook the responsibility for
its implementation.

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

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

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

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



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

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

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

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

1.2. About the Poverty Reduction Strategy Paper foEerbia

1.2.1. The Poverty Reduction Strategy Paper fobi8eis thefirst multi-sector
programmatic policy document created by the Government of the Republic of
Serbia, with the participation and contributionnfranany different—governmental
and non-governmentalerganizations and institutions. The process of Sgpat
preparation was marked by an extenstemsultative processhat strengthened the
national ownership of the developed policy. As sule the current Government is
fully committed to the implementation of the PRSgem® though it was developed
under the auspices of the previous Government.olih this process was financed
by international funds, the PRSp is a result of therk of national experts,

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



representatives of government agencies and theonatiand international
organizations and institutions that took part indétaboratioh Consequently, the PRS
has support from the public and incites the intecésSerbian citizens—primarily
because it recognizes thadverty in Serbia is a problem

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

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

Poverty, especially its extreme forms, was notificantly present in Serbia until the
early 1990s. Serbia, as an integral part of thenéorSocialist Federal Republic pf
Yugoslavia (SFRY), had a GDP per capita of over LB3IDO, with the majority of it
citizens enjoying access to education, health cmaal welfare and other services.|In
the economic and social crash of the 1990s, GDHingec dramatically (by
approximately 50%), unemployment rates soared, \wwades, pensions and other
sources of personal income fell considerably.

\*ZJ

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

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

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

b. Preventing the emergence of new categories of dlog, p.e. “new poverty” as a
consequence of economic restructuring and ratipai@dn of the public
administration;

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

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

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



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

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

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

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

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

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

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

1.3. About the Content of the Report

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

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

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

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

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



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

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

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

2. POVERTY STATISTICS’

2.1. Activities Related to Poverty Measurement

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

2.1.2. Since 2002 there have been two phases imetrelopment of poverty statistics.
The first phase was marked by two consecutive §greéthe Living Standard of the
Population (SLSP) in 2002 and 2003, conductedeatdljuest of the Government of
Serbia and supported by the World Bank's expertZeating the PRSp in 2002-3
would not been possible without the critical amdedy input from the SLSP surveys.

2.1.3. The second phase is characterized by a 20&#gic decision to base poverty
statistics on data collected by the Household Bu8gevey (HBS), conducted (unlike

SLSP, which was produced by a private survey fiom)a permanent basis by the
Republican Statistical Office. HBS data collectisiti secure full national ownership

and much-needed long-term continuity in povertytisias, as well as assist with

capacity building within the RSO.

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

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



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

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

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

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



2.2. 2003 SLSP Poverty Trends

As a part of efforts to better understand poventg @& create a comprehensive
poverty profile for Serbia, the Government of Sarénd its then Ministry for Social
Affairs conducted the Living Standard Measuremeaumtv8y for the two consecutive
years of 2002 and 2003 the. The 2002 sample siaded 6,380 households with
19,725 members, while the 2003 survey was condugtedy a sub-sample of 2,548
households (8,027 individuals) which were all syec in 2002. Methodological
solutions as well as timing (May15-June 15) werptkbe same, in order to achieyve
full comparability. A panel feature in the 2003 8ey was instrumental in following
changes within the same households between theuweys.

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

2.2.1. The percentage of the poor and extremelyr pemained unchanged
irrespective of the significant economic growthamted in the period 2002-2003.

2.2.2. In 2003 one in 10 citizens in Serbia (10.5%a4% poor, with a consumption per
adult equivalent below CSD 4,970/month on avergé@able 2.2.a.). Similar to the
previous year, extreme poverty was negligible, ity less than one percent of the
population recording an average consumption bel®b @,097/month per adult
equivalent—the amount of the minimum food basket.

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

Table 2.2.a. Poverty indicators in Serbia, 2002-2003 (in %)

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

Note: In 2002 the poverty line equaled CSD 4,489penth per adult equivalent, while in 2003, it was
CSD 4,970. Source: SLSP for 2002 and 2003.

2.2.4. In comparison to 2002, in 2003 the deptlp)gad severity of poverty declined
slightly, although the percentage of the poor remdiunchanged. The poverty gap in
2003 equaled 2%, indicating that if the countryldamobilize resources amounting
to 2% of the poverty line for each person (poor amod poor) and direct these
resources towards the poor, poverty would, thealyi, be eliminated, provided that
such assistance was perfectly targeted. The sg\wrjpoverty—the indicator which
takes into account that some of the poor slide eleego poverty, i.e. further than
others below the poverty line and gives them grea&ght—reached 0.6%.

Economic mobility of the population in Serbia 20022003

2.2.5. Though the percentage of the poor remaimeghanged between 2002 and
2003 (4,5%), there was significant population mobijiven the numbers that either

10



moved out of or fell into poverty (Table 2.2%.5lightly over one half of the poor
recorded in 2002 improved their economic statusranded out of poverty one year
later. However, approximately the same number osqe became poor in 2003,
with the “new” poor comprising slightly over onelhaf the poor in 2003.

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

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

Source: SLSP for 2002 and 2003.

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

Table 2.2.c. Mobility of the labor force in Serbia, 2002-2003%tatus in 2002=100 (in %)

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

Source: SLSP 2002 and 2003.

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

Poverty by regions in Serbia over 2002-2003

2.2.8. In Serbia, poverty is still a predominamtlyal phenomenon (Graph 2.2.d.), like
in most countries in transition (ECAPOV I, WorldaBk, 2005); in 2003, poverty in
rural areas was twice as high (14.9%) as thatarutban areas (7.1%). The difference
in poverty between urban and rural areas was $ligiigher in 2003 as compared to
2002 (14.2% rural to 7.8% urban). This may be arplh by the fact that the growth
in employees’ earnings and pensions in real term2003 relative to 2002 — the
dominant source of income among the urban populatiwas relatively higher
compared to the growth in other sources of income.

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

Graph 2.2.e. Percentage of the poor by region in Serbj&2002-2003
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2.2.9. The largest share of the poor in 2003 waSaatheast Serbia (23.5%), while
the lowest share was recorded in Belgrade (4.29@Qoimparison to 2002, the highest
growth of poverty was recorded in Southeast S€diia6%), while the largest decline
was registered in Belgrade, where the percentageofpoor was almost halved
(Graph 2.2.e.). The data indicate widening regialifrences in poverty: the ratio of
the poverty index in Southeast Serbia and Belgesealed 5.6 in 2003, while only
one year earlier it amounted to 2.1. The sharehefgoor in the total population

declined slightly in the autonomous province of Wmina, Sumadija and

Pomoravlje, as well as in western Serbia, whiiedteased slightly in eastern Serbia.
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In spite of considerable impoverishment over trst b years, Serbia is still within
the category of medium developed countries, althoog a lower level when
compared to the beginning of the crisis in the 3990

Serbia and the region When compared to other countries in Eastern Eyrppverty
in Serbia is almost at the same level as in Romdouger than in Albania and higher
than in Bulgaria or PolafidWhen it comes to the Western Balkans, povertgii@st
in Croatia (8,4%) and highest in Albania (over 2586)well as in Kosovo, where half
of the population lives below the official povetiye®.
Objective and subjective poverty The image of subjective poverty somewhat
differs from the image suggested by the povertg.lifihe subjective perception pf
poverty in the Western Balkans is much higher—irb&e at least half the population
is dissatisfied or mostly dissatisfied with theirancial situatioft. Comparison with
historically higher living standards has largelytduted to such a perception, as has
high expectations concerning a faster overall egbaaevival after the democratic
political change.

Preliminary Poverty Data Based on the Household Bugkt Survey (2003-2004%

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

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

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

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

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

° World Bank, 2005, ECA POV II.

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

2 bid.

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

Poverty rates ranges for different methodolodseshian Scale (%)

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

AP Vojvodina 13-19 16 - 24

Central Serbia 12 — 27 16 - 26

Rural 15— 28 20 - 31

Urban 8-14 7-13

Serbia 11-20 13-20

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

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

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

and the rest of the country.

2.2.15. Fully in line with the SLSP results, the020and 2004 HBS revealed that
Belgrade’s poverty incidence remains far below tiaional average, while rural

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

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

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

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

2.2.17. A more informative picture of regional diféfnces requires analysis at a
somewhat lower level of regional aggregation. Thpraach chosen in the SLSP,
which divides central Serbia into three distinctregions with different poverty rates

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

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

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

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

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

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

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

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

3 The questions were formulated on the basis of omeasand activities stipulated in the PRSp, in thapeer
“Resume and Activity Matrices.”

14 PRSp chapter: “Cross-Cutting Issues in the Poverty &exfuStrategy.”

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

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

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

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

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

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

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

'8 The institutions that bear greatest responsibfiityimplementing PRS aims with respect to macroeaun
policy are the Ministry of Finance, the National Rarf Serbia and the Serbia Investment and ExpantniBtion
Agency.

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

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

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

3.1.6. Followingagreements with the Paris and London clubs of cretbrs, the
share of external debt in GDP was reduced from%8r6late 2002 to 63.8 % in late
2004. The external debt amounted to approximat&ip 4.1 billion in late 2004. It
is expected that the Paris Club of Creditors wilitevoff over USD 700 million in
debt by the end of 2005, after the satisfactorychamion of the agreement with the
IMF.

Table 3.1.a.: Macroeconomic indicator<?

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

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

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

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

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

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

3.1.9. Forthcoming challenges:

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

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

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

3.2. Fiscal Limitations in PRS Implementatiori*

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

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

The policy of the Government in the forthcoming imeaterm period is to preserve
fiscal stability while continuing to reduce pubkgpenditures and taxes, make befter
use of fiscal resources and ensure greater mainlizaf public revenues, including
tax incentives and other reform measures aimedaiging the level of business
activities.

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

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

% The institutions that bear greatest responsilititimplementation of PRS objectives with respect t
fiscal restrictions are the Ministry of Finance ahd National Bank of Serbia.
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3.2.2. The most significant changem tax policy in 2004 include the Law on VAT,
the Law on Income Tax, amendments to the Law op&@ate Income Tax, the Law
on Excise Tax, the Law on Property Tax, Amendméntse Law on Using, Holding
and Carrying Goods, the abolishment of the IncornadFTax and the Financial
Transaction Tax.

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

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

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

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

22 For comprehensive list of financial legislatioagsAnnex 6.2

2 SourceMinistry of Finance.

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

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

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

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

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

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

represent an obstacle to faster economic growttifortE to correct the pension

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

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

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

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

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

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

2005 2006 2007 2008
Total expenditures 45.7 44.6 435 42.5
1. General public services 51 50 4.9 4.8
2. Defense 238 26 23 20
3. National security 29 20 1.7 1.4
4. Economic affairs 3.9 4.0 4.0 4.1
5. Environmental protection 0.3 0.4 0.4 0.4
6. Building and communal
services 2.0 2.0 2.1 2.2
7. Health 6.6 6.5 6.4 6.3
8. Recreation, culture and religiof 0.6 0.6 0.6 0.6
9. Education 3.9 4.0 4.2 4.3
10. Social welfare’ 18.4 17.5 17.0 16.5

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

of subsidies-based expenditures in GDP in 2002ledqua6% only to fall to 5.9% in

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

3.2.15.Forthcoming challenges:

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

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

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

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

and 2008.

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

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

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

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

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

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

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

3.3.2. In 2004 the Government of the Republic abBeformed the Guarantee Fihd
in order to create conditions for stimulating tlevelopment of business operations of
small and medium-sized enterprises, entreprenenglsfamers. Its mandate is to
issue guarantees to banks amounting to 50-80%eof rdquisitions for loans granted
to small and medium-sized enterprises which hawevigng potential but do not fulfill
all conditions required to obtain loans from comaomdrbanks. The Fund approved
950 requests and issued guarantees totaling EURIiHi&N as of July 2004. For its

8 The institutions that bear greatest responsibilily implementing PRS goals with respect to
conditions for private sector development are theidtty of Finance, the National Bank of Serbig th
Ministry of Economy, the Privatization Agency, tihdinistry of Justice, the Ministry of Capital
Investments and the Ministry of Trade, Tourism andiges.

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

30 Since July 2004 the Fund approved 950 requestisandd guarantees totaling EUR 7.5 million. For
its activities in 2005 the Budget of the Republi&Serbia envisages the allocation of an additi@@fab
1.5 billion for the capital increase of the GuaesnFund. See www.gf.co.yu.
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2005 activities the budget of the Republic of Seriiocated an additional CSD 1.5
billion to the Fund.

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

3.3.4. Privatization activities focus on changing the economy’s ownership
structure, achieving more efficient companies amshsequently improving the
competitiveness of the overall economy. Followingl@wv down during mid-2004,
privatization accelerated. In the process equabimapmce has been paid to the size of
investments, social programs and sale prices. 2062 until the end of August
2005, 50 companies were sold in tendering proceddr@91 in auction sales and 390
as minority packages of companies on the capitakeaConsequently, 1,631 of the
2,027 companies offered in tender procedures watk with a sales success rate of
80%. The privatization proceeds equal EUR 1.68idnijl contracted investments
amount to almost EUR 850 million and the proceefdsogial programs amount to
EUR 270 million. A considerable number of comparaes currently preparing for
privatization in order to successfully implemeng 2005 privatization plan to put up
for sale 318 companies and share packages for ianomm 200 others, with expected
earnings of EUR 262.2 million. In 2005, 19 companishall embark upon
restructuring.

3.3.5. 2005 has seen a 65hare of private ownership in the total economy
Reaching the planned goal of 75% may be expectedebgnd of 2005 by completing
18 tendering and 300 auction privatizations, thiouge separation of non-core
activities from the public companies portfolios ahg establishing new special
companies to be privatized through the implememtatf the recently adopted Law
on Bankruptcy Proceedings. Thus far 73 companies baen identified as needing
restructuring prior to sale; if dependent compahiegere to be included, then the
number of companies currently undergoing the resiring process would equal 600.
These companies employ 200,000 workers.

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

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

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

3.3.8. The National Anti-corruption Strategy in [Sarwas presented to the National
Assembly of the Republic of Serbia, with speci&tation to anti-corruption efforts in
the political system, state administration and jusérvices, judiciary, economy and
public finance systems. Consistent implementatidn enacted laws and an
independent judiciary is meant to secure a faverablestment climate and ensure
fair play among international business partners.

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

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

Proposed Law on Trade and the Proposed Law onsPrice

3.3.10.Forthcoming challenges:

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

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

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

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

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

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

<

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

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

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

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

33 Wwith the assistance and consultation of the Gowent of the Kingdom of Norway and the Swedish

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

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

3.4.5. In order to accelerate the reform procgsfoaproject entitledJoint Project:
Towards a More Efficient Implementation of Reformswas launched with the aim
of capacity building in operational planning, mamitg and reporting in public
administration. The project seeks to integrateel#vant strategic priorities into the
operational plans of public institutions and enshetter resource reallocation by
introducing programmatic budgeting and the moreiciefit programming of
international assistance. A unified informationteys will be introduced to ensure
timely reporting on the reform progress for goveemtal institutions and the public
alike. Nine state institutions are taking part lne {ilot phase of this project, which
shall last until October 2065

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

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

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

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

% The Standing Conference of Towns and Municipal®38TM) is a national association of local
authorities in Serbia. The Committee on Social Isgoae of the SCTM’s 10 line committees) deals
with issues of social policy and employment atltd@wal government level.

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

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

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

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

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

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

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

3.4.14. Forthcoming challenges:

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

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

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

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

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

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

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

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

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

3.5.3. The June 2003 EU-Western Balkans Summithes3aloniki included the so-
called Thessaloniki Agenda, which, among othergsjroffered the countries of the
region a European Partnership as aninstrument of the EU’s pre-accession,
recognizing that the SEE countries are potentiatickates for EU membership. This
instrument exclusively governs relations betweem BU and the State Union of
Serbia and Montenegro until the signing of the Bition and Association
Agreement (SAA). The Council of the EU adopted tleeision on the principles,
priorities and conditions contained in the Europ&amtnership on June 14, 2004,
based on which the Serbian Government preparedmambvember 4, 2004, adopted
the Action Plan for its implementation.

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

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

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

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

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

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

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

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

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

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

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

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

3.5.14.Forthcoming challenges

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

= Responding to the requirements of the Europeagriaten process, in particular:
o Initial negotiations on the Stabilization and Adation Agreement, expected
in the fall of 2005.

*! Official Gazette RS no. 18/05.

*2 Official Gazette RS no. 62/05.

47 Special Drawing Rights (SDR) represent an irtiéonal reserve asset, created by the IMF in order
to regulate international liquidity, which IMF usas a unit of account in all dealings and traneasti
with member countries. SDR are allocated to mendoeintries in proportion to their IMF quotas.
Their value is based on the currency basket comprisiSD, EUR, JPY and GBP.
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o0 Harmonizing SAM’s legislation with the Eldcquis, particularly in the key
areas of the Union’s internal market, pursuanh&éo3AA.

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

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

implementation of key EU requests.

Ensuring full cooperation with the Hague Tribunal.

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

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

(@)

3.6. Increased Employment Opportunitie$'

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

Compared to the previous year, employment increbgdii5% in 2004, whereas over
the first seven months of 2005 the average numbéheo employed increased by
0.1% in comparison to 2004. Slightly increased @awplent opportunities are
considered to be the result of economic reformsive@cemployment measures,
favorable loans to private SMEs, the stimulation fofeign direct investments,
investments in the development of the private adfucal sector and other similar
measures. The 2005-2010 National Employment Syyateg adopted in April 2005.

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

D

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

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

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

Current Current EU
INDICATOR STATUS STATUS YEAR 2010
Employment rat& 58% 65% 67%
Unemployment raf8 14.6% 6-8% 10.5%
Participation rate 68% 69% 72%
Youth employment rate 15% 40% 20%
0 1
Women employment rate 48% 56% 90% of mernatseemploymen
. . — 4
Reduced regional disparities in NE 1:3 i 10% difference
unemployment rates
Reduced regional disparities in 13 i 20% difference
average wage

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

3.6.4. The number of persons involvedttive job-searchprograms doubled in the
period 2002-2004 (22,740 persons in 2002 and 50r58604).

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

TOTAL PERSONS

TYPE OF ACTIVITY 2002 2003 2004 2005*
Job clubs - - 120 1,586
Training for active job searching 6,288 12,362 14,471 7,126
Job fairs 4,086 8,207 13,324 6,710
Job centers 692 - 15,508 20,000
Training for business start-ups - - - 1,200
Stimulation of new employment 1,861 - 98 250
Self-employment programs 1,305 - 2,646 2,500

* Planned number of persons

3.6.5. Of the total 2004 allocation of CSD 900 iaill CSD 410 million were spent
on active employment programsand almost CSD 250 million were undertaken for
additional training and education. The 2005 budafethe Republic of Serbia has
allocated CSD 750 million for these purposéle ratio of funds spent on active
and passive measures is unfavorabl€l0% to 90%), but the picture is far better
when considering funds invested into active empleymprograms and general
employment promotion by the Development Fund ofRlepublic of Serbia as well as
international donors.

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

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

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

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

3.6.9. In order tamprove the quality of the labor force vocational training and
additional education programs were organized inwglv7,792 participants in 2002
and 7,007 participants in 200Z&he network of regional agenciesled by the
Republican Agency for the Development of Small dMetlium-Sized Enterprises and
Entrepreneurship (SMEESs), providing expert servicessulting, training, seminars,
promotions, etc.) to potential and existing SMERBsctive throughout the Republic
of Serbia.

3.6.10. The pvatization of companiesand the entry of foreign strategic investors
will have a positive impact on the technologicaldemization of companies and the
rise of production, exports and employment. Boustainable development of the
private agricultural sector is a key contributing factor to the reduction ofal
poverty in the short- to mid-run. Thus far CSD 3Billion has been allocated towards
this end, with the total investment expected taeexicCSD 750 million by the end of
July 2005.

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

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

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

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

3.6.15. Creating conditions fancluding the disabled in the labor market is
implemented through efforts to generate employni®&atpersons in 2004), provide
equipment (55 persons in 2004) and assist with iagacing (111 persons in 2004).
Financing 50 persons through self-employment progrand 100 persons through
new employment programs is planned in 2005. As dditianal incentive to
employers, the law stipulatgax exemptions on salaries for the disabled, dbase
for their training and employment. The European mWayefor Reconstruction will
finance an income generation project targefif§ refugee and IDP families

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

3.6.17. The permanent training of National Emplogtm8ervice (NES) employees
seeks tamprove the NES'’s quality of work and build its capacity. Employees are
being trained in three pilot municipalities (Sombwialjevo and Novi Beograd) to
promote more efficient service provisfon

Table 3.6.c.: NES Work Program for 2005

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

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

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

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

3.6.20.Forthcoming challenges:

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

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

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

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

3.7. More Efficient Social Protection*

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

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

D

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

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

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

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

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

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

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

Year Average number of Total

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

3.7.11. The two most important fields tihe process of transforming institutions
and developing alternative social welfare serviceare the improvement of family
accommodation and protected social accommodation.o©4,471 assisted children
without parental care, 2,705 are with foster famsiland 1,766 in orphanages. A
system for educating and monitoring foster familes been ensured, programs for
preparing and training candidates for foster paresd well as monitoring and
supporting children and foster families have beepared, and a database on family
accommodation is being created. Around 1,500 fofstenily candidates have been
prepared and trained, around 900 of which fulihditions of general eligibility for
foster parentage.

3.7.12. Accommodation in protected conditions—a form of accommodation for the
elderly, refugees, internally displaced and disalppersons, as well as others who
have difficulty managing on their own—is realizduidugh cooperation between the
local self-government; the Ministry of Labor, Emphoent and Social Affairs; the
Republic Commissariat for Refugees and donors8Imanicipalities, buildings were
constructed for roughly 900 elderly refugees anBdDas well as a certain number of
the local population, who will provide assistanoadsidents. Some apartments have
been provided for formerly institutionalized persomwith disabilities, offering
protected housing with organized support services.

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

3.7.14. For the first time, the Criminal Code lbé tRepublic of Serbia (2002) treats
domestic violence as a criminal offense, while tieev Family Law (2005) treats

violence against women as a social rather thanopaflsproblem and defines

protective measures for family members againsp#rpetrators of violence. This law
also introduces new legal provisions such as theneipation of minors over the age
of 15, mediation in marital relations, joint exdout of parental rights, marriage

contracts, a deed of gift, and the like; it alsargs the centers for social work
additional responsibilities in family protection.

3.7.15. In January 2004, the government adoptedc&idn on protective measures
for economically vulnerable households in the psscef building individual
residential facilities and the legalization of ghly constructed buildings. The
decision defines the right to subsidies for cortding individual housing facilities, as
well as the issuing of permits for facilities cansted without a building permit. The
realization of a program for the housing and pemnaimtegration of refugees started
in seven municipalities/towns in Serbia, throughcht670 housing units for refugees
and socially and economically vulnerable populaiwiill be constructed.
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3.7.16.Forthcoming challenges:

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

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

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

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

= Building links between different sectors both oe #tentral and the local level
(employment, education, health, social protecti@ngnsure an integrated social
welfare approach with an emphasis on active spoility measures.

3.8. Improved Status of Pensioners and the Elden

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

=N

In the previous period, considerable progress wasewed in the regularity q
pension payments with pensioners receiving 12 patsne 2004. According to thF
most recent draft law on debt reprogramming, a neimg delay in pension payments
will be solved in the next three to five years didferent categories of pensioners.

3.8.1. The Amendments to the Law on Pension andlithinsurance increased the
lowest pension protective level and offered theislajve framework for the
consolidation of the three pension and disabiligurance fundgFund of the
Employed, Fund of the Self-employed and Fund offeas).

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

*8 The institution with the greatest responsibility foore efficient social welfare is the Ministry of
Labor, Employment and Social Affairs.

" Draft Law on the Overtaking of Obligations of theegRblic Fund for Pension and Disability
Insurance of the Employed, Created by the Delayapnients of Pensions and Allowances, and a
similar draft law for the pension fund for farmers.
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addition, consolidation of pension funds is needmgtause contributions are
insufficient for financing pension payments. Thalfpet subsidizes around 40% (and
for the Fund of Farmers, even mdjeof the pension fund’s income (the deficit of all
three pension funds in 2004 was 5.12% GDP). Thedalaation is expected to raise
the number of the insured as well as improve tHecmn of contributions to the
Fund of FarmerS. This, in turn, is expected to create a basigHerregular payment
of pensions in the long run. At the end of May 200% World Bank granted USD 25
million to support a project related to this proble

Table 3.8.a.: Basic Fund indicators in 2004

CATEGORY
FUND Number of Average Subsidies from the budget
persons pension
— . 5
Fund of the Employed 1,241,082 9,578 dinarg 0267 Pillion dinars (34.14% of
total Fund incomes)
Fund of the Self 43,938| 9,360 dinars .
Employed
— . 5

Fund of Farmers 215,086 2,780 dinars# 256 billon dinars (60.28% of

Total Fund incomes)

* Pensions paid in the period April 2002- April 200

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

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

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

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

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

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

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

3.8.8. Forthcoming challenges:

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

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

= Further improving control of contribution paymeatsd discouraging contribution
evasion.

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

®1 Maticna evidencija osiguranika.

41



3.9. Health Care towards Poverty Reductioff

Changing the model of financing primary health camed introducing a new model of
payment by the end of 2006 is a precondition ferdksential reform of the primary
health care system in the Republic of Serbia. Axdesbasic health services of gan
appropriate quality without financial barriers fibre whole population, particularly
vulnerable populations, i.e. refugees, IDPs, Rgmoay people and others, is a key| to
health care reform. Such access should be achtavedgh numerous national health
programs and strategies for specific sectors, dwsty restructuring health care
institutions, introducing a health benefit packagfganging the way providers charge
payment, introducing a reduction or exemption of-aupocket expenditures fq
vulnerable groups with regard to social protectionosts and establishing |a
public/private mix in the health care system.

=

3.9.1. Providing fair and equal access to health caréo all citizens of the Republic

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

3.9.2. The adoption of the health policy documgrdon of Health Care System
Development, Srategy of Health Care Reform—together with the National HIV/AIDS
Strategy, Tobacco Control Strategy, Public Healtrat8gy, Food Safety Strategy,
National Blood Safety Strategy, National Mental ltedrogram and National TB
Control Program—uwill improve the availability of &léh care, particularly for
vulnerable groups, and reduce inequality in accels. Ministry of Health has been
participating actively in the preparation of mé&etor government documents such as
the National Action Plan for Children, the Actiote® for Women’s Health and the
National Action Plan for Improving the Status o tRoma Population. Other measures
for protecting vulnerable groups include introdgce new positive drug list financed
by the Health Insurance Fund, strengthening théegtion of patient health rights,
improving inspection control in cases of detriménkealth consequences and
establishing better cooperation with NGOs as wesllpeoviding financial and other
support to projects promoting health and healtiegtyles.

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

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

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

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

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

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

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

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

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

services that are not available in the public gecto

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

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

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

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

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

= Rationalization of health workers, starting frommawiistrative and technical staff
to nurses and medical doctors and dentists with itti@ementation of new
standards of provision and performance.

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

= Restructuring clinical centers through EIB credit.

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

3.10. Education and Povert§?

The importance of education for poverty reductiaswonvincingly demonstrated by
the results of the 2002 SLSP: 69% of poor peopl8arbia had only elementary pr
incomplete secondary education, while only 2% haglarsity degrees.

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

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

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

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

improve their living and working conditions.

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

% The trainings are supported and implemented b\inestry of Education and Sport with the

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

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

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

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

to establish the European Higher Education Zon@@0, which seeks to preserve
the specific cultural, linguistic and national cheteristics of each member country. A
draft Law on Higher Education, prepared in accocgawith the principles of the
Bologna Declaration, will soon be adopted and wéfiresent the basis of accelerated
higher education reform in Serbia.

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

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

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

% International Standard Classification of Educat®8ED 1997.
% The program has been supported through CARDS.
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Criteria for the Definition of a Kindergarten andirRary School Network has also
been adopted, which should lead to the more rdtiose and reallocation of savings
into building repairs, material needs and schooluimgent, with local self-
government being responsible for the implementatlanaddition, the program of
continuous professional education of teachershier2004-5 and 2005-6 school years
allocates the highest budgetary resources towdarelpoorest regions (territories of
regional school administration offices in Leskovagianje, Kraljevo, NiS and
PoZarevac).

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

3.10.11. For the purpose ahplementing teacher training/additional training
programs on the basis of current sector needs, foreignuagg teachers in lower
grades of primary school have received traininghage all first-grade teachers and
expert associates in the area of descriptive gga(#80 seminars were organized in
2003 with the attendance of 8,300 teachers, and@80nars were organized in 2004
with the attendance of 4,000 teachers). Sociaugich sensitivity seminars were also
conducted for 1,200 education employees, paremtsepresentatives of social work
centers, in addition to seminars that trained sgwbousand civic education teachers
and employees in preschool institutions. Other sarsiaddressed the introduction of
the teaching program in the first grade of primaghool (with 800 seminars
organized in the previous two years, attended W§0Q,teachers and expert
associates). The plan in 2005 is to train abou@@f@achers for religious instruction,
about 1,200 teachers for the optional "From ToyCmmputer” subject and 600
teachers to work with children with special neegisminars will also be organized to
train teachers in areas such as civic education and theepention of delinquent
behavior.

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

in the educational system, free-of-charge textbowskse provided for about 6,000
pupils in primary schools in 2002-3 school year dod 5,886 pupils in primary
schools in 2003-4 school year. For poor Roma ofild74 school projects relating to
the improvement of Roma education for 6,500 childrere supported financially on
the basis of the 2002-3 tender, as well as abouygr@jects in 2003-4 school year. In
the same school year, affirmative actioled to the enrollment of 42 Roma pupils in
secondary schools and 51 students in two-year gesleand universities. Seventy
pupils were enrolled during the 2004-5 school yedrije 89 students were enrolled
in two-year colleges and universities. An actioanpfor promoting Roma education
in Serbi&® was adopted in January 2005. An education prodr@srbeen prepared for

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

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

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

3.10.13.Special support for Roma teachersias been ensured by their inclusion in
the system of professional training and by prongptieaching colleges, the
department of Romonology and the optional subjdctRomany language with
elements of national culture (introduced into 28a0sds), in addition to a series of
seminars for members of ethnic minorities nant@uhllenges of Education in
Minority Languages. Unfortunately, activities planned in the Stratefigy Roma
Education have not been fully implemented, prinyathe introduction of Roma
assistants as well as a Roma coordinator for catipaerwith families, which have
been delayed by laws and bylaws that fail to prescthese positions in schools.
Activities that will pilot new solutions are curiiin being developed. Nevertheless,
positive discrimination measures for Roma studéatge been applied to enroliment
procedures for secondary and high schools andtiasul

3.10.14. The preparation of an Education StrategyPersons with Special Needs is
underway (following an analysis of the current &iton), as well as a three-year
OECDI/CERI project for disabled pupils and pupilsrisk. Two pilot projects are

being implemented, including an inclusive modehat preschool education level and
a model for partial inclusion and new special sthiodocational education for pupils

with special needs, based on their functional ciipab, is regulated by the Law on

Education System Fundamentals, through which sshbalve been allowed to

organize an adapted school program for disableds3tp

3.10.15.Forthcoming challenges:

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

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

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

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

Regional discrepancies in Serbia’s developmentlaemost pronounced in Europe
and continue to increase from one year to the négart from the traditionally
undeveloped south of Serbia and Old RasSka, theynempoverished areas are east
Serbia, parts of central Serbia and the regionalece of the mining and traditional
industry, which have experienced further demogmpbutflow from rural ang
underdeveloped regions
The network of regional agencies for SME and emé&egurship development
continues to expand. At the end of 2004 the netwoklered over 80% of the territory
of the Republic of Serbia. The Development Fundhaf Republic of Serbia algo
stimulates the development of entrepreneurshipeamoloyment with a special focus
on underdeveloped areas.

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

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

3.11.1. The adoption of tHeaw on Balanced Regional Developmentn the final
drafting stage, will create an institutional franwel for establishing the National
Agency for Regional Development and a special fngninstitution for promoting
regional development, which would be in chargengblementing the goals and tasks
defined in the Poverty Reduction Strategy for SerBbmplementation would be
ensured through a network of regional agenciesoffices for regional development.
In May 2004 the Ordinance on the Criteria and lattics for Determining the
Devastated Areas of the Republic of Serbia andi@sion on the Determination of
Devastated Areas (Municipalities) of the RepublicSerbia were adopted. Thaw

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

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

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

® The institutions with the greatest responsibility feducing the regional, rural and urban aspefcts o
poverty are the Ministry of Public AdministrationdLocal Self-Government; the Ministry of Finance;
the Ministry of Capital Investment; the Ministry 8fyriculture, Forestry and Water Management and
the Republic Development Fund.
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for these purposes, in the total amount of 1.7#ohildinars. The Fund aimed to
distribute the loans equally in the various regiand areas of the Republic.

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

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

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

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

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

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

3.11.5. In 2003, the three-year, EU-financeRegional Socio-Economic
Development Programmewas launched in three regions in Serbia—Banatiraen
Serbia (Sumadija and Pomoravlje districts) and ISo8erbia—to promote a
partnership approach to economic and social dewsdop Thus far three Socio-
Economic Development Plans have been drafted; tbgioRal Socio-Economic
Development Fund (RSEDF) provides financial suppbrEUR 1.4 million to non-
commercial projects developed from regional plans.

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

3.11.7. An important pilot project named ENTRANSvas launched in October
2004. The project seeks to establish a businesgpator in NiS, prepare a business
incubator establishment manual, design business-wgiatraining, support the

development of the Regional Agency for SMEE Deveilept in Ni§ and serve as a
resource center for incubators and training at Republic Agency for SMEE

Development.

3.11.8. The Serbian Investment and Export Promaiigency (SIEPA) organized the
training of local self-government bodiesin over 90 municipalities. Common
databases are being established, and the levedualdy of communication between
municipalities and investors as well as the levelamperation between municipalities
and the Agency is rising. On several occasionsethmeasures enabled the faster
realization of planned investment, better municipammunication with potential
investors and the updating of databases of availlid and plants, which are of
great importance for attracting and swiftly readgzinvestment.

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

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

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

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

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

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

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

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

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

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

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

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

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

3.11.15 Forthcoming challenges:

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

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

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

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

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

3.12. Environmental Aspects of Poverty Reductidf

The link between the state of the environment amekqy is reflected, primarily, in
the impact on the health and quality of living adr8ia’s population, whereby the
poorest population is disproportionally affected dayvironmental degradation. The
general tendency is to work simultaneously on mining the consequences pf
environmental degradation and promoting activia@sed at its prevention, with an
ultimate goal of ensuring environmental sustaingghiih the long run.

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

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

" The institutions with the greatest responsibility fmplementing the environmental aspects of the
PRS are the Ministry of Agriculture, Forestry an&té&f Management; the Ministry of Science and
Environmental Protection; the Ministry of Health athet Ministry of Public Administration and
Local Self-Government.

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

Management.

52



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

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

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

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

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

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

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

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

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

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

air and atmosphere protection, forest protectiargsgstem protection, protected
areas, chemical management, protection againstimgnand non-ionizing radiation,

protection against accidents, protection againgsen@nd vibrations, sustainable
energy management, information system developmagnelopment of scientific

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

economic instruments.

3.12.10.Forthcoming challenges include:

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

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

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

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

institutions of the Republic of Serbia, poses themrthallenge in the forthcoming

period.

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

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

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

4.1.3. The first reason relates to the dynamicshefbudget process itself. As the
Poverty Reduction Strategy in Serbia was adopteddimber 2003, at the end of the
budget preparation process for the following yé@asras unable to affect the planning
of the allocation of these resources for the y&€&42 On the other hand, although the
PRS was included in the Budget Memorandum for 2@@pted in May 2004), the
activities of the public administration institutgni.e. activities in individual sectors,
were not directly linked to the priorities defin@d the Strategy—which is not an
exception when compared to other programmatic decisn

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

4.1.5. These reasons prevent the precise ideitficaf the category of expenditures
directed at poverty reductipor an_estimation of the amourftallocations directed at
the implementation of the Poverty Reduction Stnafeg Serbia.

8 The distribution of funds according to budget baiefies represents therganizational budget
classification
® The distribution of funds according to the type efpenditure represents theconomic
classification.
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4.1.6.The line type budgetoffers the possibility of an indirect analysis undee

assumption that certain state functf§nsontribute entirely to poverty reduction (for

instance social welfare, education, health cae).€faking this into account, and
the absence of higher-quality data sources, a ape@thodology was developed

in
in

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

indirectly influence poverty reductiéh

4.1.7. The state functions that were included & dhalysis as those that directly or
indirectly contribute to poverty reduction are eooty, labor and employment; social

welfare and insurance; health and education.

4.1.8. Overall allocations directed at these statetions compared to total public

spending accounted for 67.7% in 2003, 70.3% in 280d 71.0% in 2005. The

se

proportions not only represent the allocationsafciivities that directly aim at poverty

reduction, but also include a multitude of othependitures linked to other activiti
of Government institutions which cannot be showpasately.

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

es

State functions Budget funds
2003 2004 2005
Economy, labor and employment 9.5 9.2 9.3
iGeneral economic and commercial affairs and 2.6 2.0 2.2
related to the issue of labor
WAgriculture, forestry, hunting and fishery 15 2.5 2.2
iTransport 3.4 2.2 2.2
ICommunity development 0.1 0.1 0.1
National employment service 19 24 2.6
Social welfare and insurance 36.7 39.0 38.9
[lliness and disability 1.3 1.4 1,5
[Family and children 2.7 2.4 2,5
{Social welfare for vulnerable populations 1.1 1.1 41
iSocial welfare not classified elsewhere 1.3 1.2 1.4
Pension and disability pension funds (PIO) 30.3 32.8 32.3
P10 for the employed 28.2 30.2 29.7
P10 for farmers 0.9 15 1.6
P10 for self-employed 1.1 1.1 1.1
Health care 13.5 14.5 14.4
Health care not classified elsewhere 0.6 0.8 0.4
RHIU 129 13.8 13.6
Education 7.9 7.5 8.3
IPre-school and primary education 3.9 3.8 4.2
ISecondary school education 2.0 1.8 2.1
[Two-year postecondary school and univerg 1.2 1.2 1.3
leducation

8 The IMF’s functional classification of state furmrts according to the type of service that a
Government institution provides for citizens (ecomo affairs, public services, social welfare, hiealt

care, public order and security, etc.).
8. See Annex 6.1
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IAuxiliary services in education 0.7 0.6 0.6

IEducation not classified elsewhere 0.1 0.1 0.1

TOTAL 67.6 70.2 69.9

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

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

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

4.1.11. The adoption of the programmatic budget eviible the possibility to define
in detail the implementation and monitoring of meargs and projects within PRS
strategic fields, enabling as well the precise gmetion of planned and allocated
budgetary resources directed at the achieving giedised in the PRS.

4.2. Realization of international assistance to thRepublic of Serbia

4.2.1. While many of bilateral and multilateral dos as well as international non-
governmental organizations present in Serbia sugpograms and projects in line
with the PRS objectives, the Republic of Serbiasdoet have the data that would
provide for an accurate report on internationaliséssce allocated for poverty
reductiof®. This applies both to the funding received for ljutadministration
activities as well as non-governmental organization Serbia. Therefore, this
summary report refers to the overall internaticssdistance received by the Republic
of Serbia.

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

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

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

8 The preparation of the PRSp in Serbia was finageseveral donors through the Fund for Poverty
Reduction Strategies administered by the World B@lapanese and Dutch government grants). The
preparation was also supported by the UK Departroéimternational Development (DFID) and the
Danish and Norwegian governments.
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4.2.4. 2004 marked the transition from a humartatio a development phase of
financing in international assistance and a corepleithdrawal of humanitarian
support is expected by 2006.

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

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

Grants % Conces_sional % Total
Credits
2000 187.21 100% - 0% 187.21
2001 592.84 69% 269.80 31% 862.66
2002 554.27 68% 261.28 32% 815.55
2003 354.12 55% 287.69 45% 641.81
2004 124.60 22% 431.26 78% 555.86
2005 72.94 12% 551.98 88% 624.92
TOTAL 1,886.00 51% 1,802.01 49% 3,688.01
Source: MIER

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

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

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

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

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

4.2.7. In cooperation with the Development and Gidordination Unft* under the
Ministry of International Economic Relations, theveélopment of an international
assistance classification system has been plammetbhitor expenditures related to
the implementation of the PRS objectives, withire thxisting reporting system
(ISDACON)®,

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

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

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

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

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

PARLIAMENTARY COMMITTEE FOR POVERTY REDUCTION IN SERBIA

5.1.1. The Parliamentary Committee for Poverty Ré&da in Serbia was established
on May 30, 2003, and became active on April 8, 200% Committee comprises 15
members from six parties represented in the Paglim3 members—Democratic
Party of Serbia; 1 member—Serb Renewal Movementethbers—Serbian Socialist
Party; 5 members—Serbian Radical Party; 2 members/~3us and 2 members—
Democratic Party.

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

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

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

Israel.

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

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

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

CIvIL SOCIETY ADVISORY COMMITTEE

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

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

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

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

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

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

INTERNATIONAL DEVELOPMENT PARTNERS ADVISORY COMMITTEE

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

8" The Standing Conference of Towns and Municipal®38TM) is a national association of local
authorities in Serbia. The Committee on Social Isgoae of the SCTM’s 10 line committees) deals
with issues of social policy and employment atltd@wal government level.

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

61



6. ANNEXES

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

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

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

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

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

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

Budget resources (Currency USD)

2003 2004 2005
Function | Economy, Labor and Employment 853.520.125,50 960.833.323,66 1.037.232.325,02
General Economic and Commercial
410 Affairs and Labor Affairs 233.409.045,47 213.369.096,35 250.869.090,91
Agriculture, Forestry, Fishing and
420 Hunting 131.170.256,80 264.059.441,16 241.048.189,86
450 Transport 306.123.666,54 227.355.242,90 242.565.953,34
620 Community Development 13.369.335,89 6.722.718,99 10.320.884,96
National Employment Service 169.447.820,80 249.326.824,25 292.428.205,95
Social Protection 3.299.302.625,62 4.065.670.311,51 4.338.761.078,04
010 lliness and Disability 113.008.095,80 148.921.130,62 164.958.165,73
040 Family and Children 246.257.687,39 253.393.897,16 278.443.121,4§
Social Welfare for Most Vulnerable
070 Groups 08.488.770,78 116.025.386,22 155.833.081,26
090 Social Welfare Unclassified Elsewhere 119458830 125.971.544,93 137.174.658,09
Pension and Disability Insurance
Funds 2.721.979.636,38 | 3.421.358.352,59 | 3.602.352.051,49
Of employees 2.539.823.927,73.150.017.300,4% 3.307.092.067,58
Of agricultural producers 83.517.439,02 161.028.153,7% 177.205.229,28
Of the self-employed 98.638.269,60 110.312.898,39 118.054.754,63
Health Care 1.211.860.331,56 1.513.974.290,66 1.605.274.432,82
760 Health Care Unclassified Elsewhere 54.696.1708,2 78.796.633,50 83.694.384,55
Republic Health Insurance I nstitute 1.157.163.623,27 | 1.435.177.657,16 | 1.521.580.048,27
Education 712.227.791,74 785.128.677,91 930.297.940,47
910 Preschool and Primary Education 353.724.27[7,94393.483.115,84  468.082.783,59
920 Secondary Education 178.382.899,79 191.946.697,10 229.630.136,77
940 Higher and University Education 112.046.413,37 128.161.072,92 150.076.958,97
960 Additional Services to Education 59.364.368,32 65.633.260,23 71.989.557,52
980 Education unclassified elsewhere 8.709.832,32 5.904.531,83 10.518.503,62
Environment 9.090.244,40 6.624.618,55 9.757.827,84
510 Waste Management 397.781|61 263.738,77 457.988,74
Environmental Protection unclassified
560 elsewhere 8.692.462,19 6.360.879,78 9.299.839,10

Total

6.086.001.118,82 7.332.231.222,29 7.921.323.604,1
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Table 6.1.b.: Expenditures according to priority functions —othe sources
(own income, donations, domestic and foreign borroing; in USD)

Other sources
2003 2004 2005
Function | Economy, Labor and Employment 793.024.948,92 272.454.854,41  377.398.364,18

410 General Economic and Commercial 255.714.304,2( 8.227.277,19 4.798.558,44

Affairs and Labor Affairs
420 Agriculture, Forestry, Fishing and 134.667.250,63 6.231.625,98 6.148.833,47

Hunting
450 Transport 389.014.004,63 257.476.146,92 365.804.150,07%
620 Community Development 13.629.389/46 519.804,37 646.822,20

National Employment Service 0 0 0

Social Protection 580.277.633,98 8.695.905,35 10.157.181,27
010 lllness and Disability 113.008.095,80 0 0
040 Family and Children 246.257.687,89 72.156,31 160.901,05
070 Social Welfare for Most Vulnerable 99.728.008,69 7.913.941,25 4.411.131,34

Groups
090 Social Welfare Unclassified 121.283.842,06 709.807,80 5.585.148,83

Elsewhere

Pension and Disability Insurance 0 0 0

Funds

Of employees 0 0 0

Of agricultural producers 0 0 0

Of the self-employed D 0 0

Health Care 56.547.832,36 4.503.287,5] 54.002.221,24
760 Health Care Unclassified Elsewhere 56.547.832,3 4.503.287,5] 54.002.221,24

Republic Health Insurance Institute

Education 712.227.791,74 2.771.995,58 209.612.967,53
910 Preschool and Primary Education 353.724.27[7,94 287.853,25 66.394.078,84
920 Secondary Education 178.382.899,79 28.871,93 34.845.100,54
940 Higher and University Education 112.046.413,37 0 83.843.732,9(
960 Additional Services to Education 59.364.368,32 0 20.822.622,69
980 Education unclassified elsewhere 8.709.832,32 2.455.270,40 3.707.432,53

Environment 9.090.244,40 1.151.706,55 3.055.195,09
510 Waste Management 397.781,61 0 0
560 Environmental Protection unclassified 8.692.462,79 1.151.706,55 3.055.195,09

elsewhere

Total 2.151.168.451,3% 289.577.749,46 654.225.929,24
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Table 6.1.c.: Expenditures according to priority functions — Ownincomes

Own incomes of budgetary recipients (Currency
UsD)
2003 2004 2005
Function Economy, Labor and Employment 86.776.332,70 187.459.456,21 182.455.349,94
General Economic and Commercial
410 Affairs and Labor Affairs 128.947,21 0 707.964,60
Agriculture, Forestry, Fishing and
420 Hunting 3.496.993,83 6.231.625,98 6.148.833,47
450 Transport 82.890.338,09 180.708.025,86 174.951.729,6¢1
620 Community Development 260.053,67 519.804,37 646.822,20
National Employment Service 0 0 0
Social Protection 2.947.632,56  2.927.263,02 6.752.019,31
010 lliness and Disability D 0 0
040 Family and Children D 72.156,31 160.901,05
Social Protection for Most Vulnerable
070 Groups 1.232.225,80  2.145.298,91 1.005.969,43
Social Protection Unclassified
090 Elsewhere 1.715.406,75 709.807,80 5.585.148,83
Pension and Disability Insurance
Funds 0 0 0
Of employees 0 0 0
Of agricultural producers D 0 0
Of the self-employed D 0 0
Health Care 1.851.124,07 2.573.673,47 1.541.230,49
760 Health Care Unclassified Elsewhere 1.851.124,07 2.573.673,47 1.541.230,49
Republic Health Insurance Institute 0 0 0
Education 0 0| 102.410.876,91
910 Preschool and Primary Education 0 0 6.518.938,05
920 Secondary Education 0 0 7.125.374,09
940 Higher and University Education 0 0 71.137.827,84
960 Additional Services to Education 0 0 17.604.601,771
980 Education unclassified elsewhere 0 0 24.135,16
Environment 0 1.097.619,55 314.457,32
510 Waste Management 0 0 0
Environmental Protection unclassified
560 elsewhere 0 1.097.619,55 314.457,32
Total 91.575.089,33 194.058.012,26 293.473.933,99
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Table 6.1.d.. Expenditures according to priority functions - Dorations

Donation resources (Currency USD)

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

General Economic and Commercial

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

420 Hunting 0 0 0

450 Transport 0 108.573,86 0

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

010 lliness and Disability D 0 0

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

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

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

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

910 Preschool and Primary Education 0 0 57.776.991,15

920 Secondary Education 0 0 27.381.834,27

940 Higher and University Education 0 0 12.554.384,55

960 Additional Services to Education 0 0 0

980 Education unclassified elsewhere 0 1.224.296,02 1.315.027,04
Environment 0 54.087,00 2.740.737,77

510 Waste Management 0 0 0
Environmental Protection unclassified

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

Domestic and foreign borrowing (Currency USD)

2003 2004 2005
Functio | Economy, Labor and
n Employment 684.072.304,70 77.166.259,57 190.852.420,3§
General Economic and
Commercial Affairs and Labor
410 Affairs 233.409.045,47 506.712,37 0
Agriculture, Forestry, Fishing and
420 Hunting 131.170.256,80 0 0
450 Transport 306.123.666,54 76.659.547,20 190.852.420,3¢
620 Community Development 13.369.335,/89 0 0
National Employment Service 0 0 0
Social Protection 577.322.989,2b 0 0
010 lliness and Disability 113.008.095,80 0 0
040 Family and Children 246.257.687,39 0 0
Social Welfare for Most
070 Vulnerable Groups 98.488.770,75 0 0
Social Welfare Unclassified
090 Elsewhere 119.568.435,30 0 0
Pension and Disability Insurance
Funds 0 0 0
Of employees 0 0 0
Of agricultural producers D 0 0
Of the self-employed D 0 0
Health Care 54.696.708,29 861.326,25 52.104.987,99
Health Care Unclassified
760 Elsewhere 54.696.708,29 861.326,25 52.104.987,99
Republic Health Insurance
Institute 0 0 0
Education 712.227.791,74 1.547.699,56 8.173.853,59
910 Preschool and Primary Education 353.724.27[7,94 287.853,25 2.098.149,64
920 Secondary Education 178.382.899,79 28.871,93 337.892,20
940 Higher and University Education 112.046.413,37 0 151.520,5]
960 Additional Services to Education 59.364.368,32 0 3.218.020,97
980 Education unclassified elsewhere 8.709.832,321.230.974,38 2.368.270,31
Environment 9.090.244,40 0 0
510 Waste Management 397.781|61 0 0
Environmental Protection
560 unclassified elsewhere 8.692.462,79 0 0

Total

2.037.410.038,3]

[ 79.575.285,34

251.131.261,8¢

)

67



6.2 ANALYSIS OF THE STATUS OF PRS RELATED LAWS®

Table 6.2.a.: Adopted laws, envisaged by the Poverty Reductiortrdtegy in

Serbia

Law

Relevant Ministry

Date of enforcement

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

Ministry of Finance

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

Law on Free Access to Public
Information

Ministry of Culture

Official Gazette of the Repitbdf Serbia
No. 120/04

Law on Drugs and Medical Items

Ministry of Health

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

Bankruptcy Law

Ministry of Economy

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

Law on Registration of Commercial
Entitities

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

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

Law on Value Added Tax

Ministry of Finance

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

Law on Tourism

Ministry of Trade, Tourism
and Services

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

Law onEnergy

Ministry of Mining and Energy

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

Law on National Housing Credit
Corporation

Ministry of Finance

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

Law on Business and Enterpreneursh
Registration

iMinistry of Economy

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

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

Ministry of Science and
Environmental Protection

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

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

mMinistry of Finance

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

Law on the Republic of Serbia’s
Budget for 2004

Ministry of Finance

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

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

Ministry of Finance
by

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

Law on Insurance

Ministry of Finance

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

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

nsMinistry of Finance

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

Law on the Amendments and Additio
to the Law on Excise

nsMinistry of Finance

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

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

Ministry of Labor,
5 Employment and Social
Affairs

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

92 The Annex was prepared in cooperation with theid@adntary Committee for Poverty Reduction
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Law on the Amendments to the
Law on Publications (PRSp
envisages the Law on Publishing)

Ministry of Culture

Official Gazette of the Repitbdf Serbia
No. 135/04

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

Ministry of Finance and
Economy was envisaged if
PRSp

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

Law on Forest Trees Reproductiv
Material

al

Ministry of Science and
Environmental Protection

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

Law on the Amendments to the
Law on Health Insurance

Ministry of Health

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

Law on Postal Services

Ministry of Capital
Investment

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

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

Ministry of International
Economic Relations

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

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

Ministry of Capital
Investment

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

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

Employment and Social
Affairs

No. 18/05

Law on Economic Societies

Official Gazette of thepiwic of Serbia
No. 125/04

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

Ministry of Labor,
Employment and Social
Affairs

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

Law on Prices

Ministry of Trade, Tourism Official Gazette of the Republic of Serbia

and Services

No. 79/05

Law on Tertiary Education

Ministry of Education and
Sport

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

Law on Consumer Protection

Ministry of Trade, TourignOfficial Gazette of the Republic of Serbia

and Services

No. 79/05

Law on Advertising

Ministry of Trade, Tourism Official Gazette of the Republic of Serbia

and Services

No. 79/05

Law on Bank Rehabilitation
Agency

Ministry of Finance

Official Gazette No. 61/05

Law on Bankruptcy and

Liquidation of Banks and Insurange

Societies

Ministry of Finance

Official Gazette No. 61/05

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

d

Ministry of Finance

Official Gazette No. 61/05

Law on Public Debt

Ministry of Finance

Official GateeNo. 61/05

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

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

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

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

Law on the Protection of
Competition (Antimonopoly Law)

Ministry of Trade, Tourism
and Services

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

National Bank of Serbia

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

Law on the Strategic
Environmental Impact Assessmer

Ministry of Science and
tEnvironmental Protection

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

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

Ministry of Finance

Official Gazette of the Repichidf Serbia
No.45/05

Law on Political Parties Financing

Ministry of Firtan

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

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

<

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

Law on Public Administration

Republic Secretariat fo
Legislation

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

Law on Civil Servants

Republic Secretariat for
Legislation

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

Law on Ombudsman

Ministry of Public
Administration and Local
Self-Government

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

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

Law

Relevant Ministry

Date of the beginning of the Parliament
procedure

Law on Health and Safety
Regulations at Work

Ministry of Labor,
Employment and Social
Affairs

Draft Law in the Parliament procedure sing
December 24, 2004

[0}

Law on Health Protection

Ministry of Health

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

®

Law on Public Skiing Venues

Ministry of Trade, Tourism
and Services

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

[0}

the

Law on Roads

Ministry of Transport and
Telecommunication

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

D

Anti Money Laundering Law

Ministry of Finance

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

Law on Amendments and
Additions to the Customs Law

Ministry of Finance

Draft Law in the Parliament pedare since
June 2, 2005

Law on Prevention of Doping in
Sport

Ministry of Education and
Sport

Draft Law in the Parliament procedure sing
November 19, 2005

[0}

Law on the Amendments and

Additions to the Law on Artistic
and Other Activities in the Area of]
Culture

Ministry of Culture

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

Law on the Amendments to the
Law on Misdemeanour Penalties

Ministry of Justice

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

half of 2003)
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Draft Law on Amendments and
Additions to the Law on the
Registration of Commercial
Entities

Draft Law in the Parliament procedure sing
February 16, 2005

Draft Law on Medial Workers’
Chambers

Draft Law in the Parliament procedure sing
May 20, 2005

Draft Law on Substances that are
used in lllegal Production of
Narcotics and Psychotropic
Substances

Draft Law in the Parliament procedure sing
May 20, 2005

Law on Goods and Services Mark
Inspection

eMinistry of Trade, Tourism
and Services

Draft Law in the Parliament procedure sing
July 22, 2005

Law on Veterinary Medicine

Ministry of Agriculture,
Forestry and Water
Management

Draft Law in the Parliament procedure sing
July 22, 2005

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

Insurance

Ministry of Labor,
Employment and Social
Affairs

Draft Law in the Parliament procedure sing
July 22, 2005

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

Law

Relevant ministry

Law status

Law on Foreign Trade

Ministry of International
Economic Relations

In the preparation phase

Law on Special Anticorruption
Institution

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

In the preparation phase
f

Law on Trade

Ministry of Trade, Tourism
and Services

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

Law on Sports

Ministry of Education and
Sport

Draft has been prepared

Law on Waste Management

Ministry of Science and
Environmental Protection

Draft has been prepared

Law on Professional Associations|
(Chambers)

Ministry of Health

In the preparation phase

Law on Protection against Non-
lonic Radiation

Ministry of Science and
Environmental Protection

In the preparation phase

Law on Fisheries

Ministry of Science and
Environmental Protection

Draft has been prepared

Geology Law

Ministry of Science and
Environmental Protection

In the preparation phase

Law on Preprimary Education

Ministry of Education an
Sport

dIn the preparation phase (envisaged for mi
2003)

Law on Student Associations

Ministry of Education an
Sport

In the preparation phase (envisaged for mi
2003)

Law on Voluntary Pension and

Disability Insurance

Ministry of Social Affairs

In the preparation phageloption envisaged

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

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

Self-Government

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

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

Law on Public Defence

Law on Judicial Budget

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

Law on Conditions for Employing
a Foreign Citizen

Law on Trade Societies

Law on Contributions

Law on Underdeveloped Regions

Law on Resources for Stimulating
the Development of
Underdeveloped Regions

Law on Gender Equality In Parliamentary procedar8éptember
2005

Anti Discrimination Law On a public debate

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

Economic Relations

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

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

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

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

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

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

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

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

Ministry of Education and
ySport

Law on Privatization in Sport
Industry

Ministry of Education and
Sport

Adoption envisaged by the end of 2003

Law on Police

Ministry of Internal Affairs

Being pared during 2003

Law on Police Education
Institutions

Ministry of Internal Affairs

Preparation being fiimed during September
2003

Law on Social Protection System

Ministry for the teotion
of Natural Resources and
Environment

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

Law on Academic Research

Ministry of Science,
Technology and Developmern

t

Adoption envisaged by the end of 2003

Law on Innovation System

Ministry of Science,
Technology and Developmen

t

Adoption envisaged by the end of 2003

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

Ministry of Finance and
Economy

Proposal submitted to the Parliament in
September 2003

Law on Biomedical Artificial
Insemination

Ministry of Health

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

Law on Harvesting and
Transplatation of Human Organs

Ministry of Health

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

Law on Health Safety of Food
Products and General Goods

Ministry of Health

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

dMinistry of Labour,
Employment and Social
nAffairs

D

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

Ministry of Labour,
Employment and Social
Affairs

Law on Cultural Heritage

Ministry of Culture and
Public Information

Draft Law developed during 2003

Law on Cinematography/ Law on
Cinematography Fund

Ministry of Culture and
Public Information

Adoption envisaged by the end of 2003

Law on Libraries

Ministry of Culture and
Public Information

Law on Inspection Supervision an
Administrative Inspection

dMinistry of Public
Administration and Local
Self-Government

Law on Spas

Ministry of Trade, Tourism
and Services

Adoption envisaged by the end of 2003

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

Ministry of Finance and
dEconomy

n

Draft Law developed during 2003

Law on Agency for Rural
Development

Ministry of Agriculture,
Forestry and Water
Management

Law on Agency for Serbian

Ministry of Science,

Academic Computer Network

Technology and Developmer

t

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

Ministry of Justice

Adoption envisaged by the eh@@03

Law on Terms and Conditions for
Performance of Court Expertise

Ministry of Justice

Adoption envisaged by the eh@@03

Law on Narcotic Precursors

Ministry of Health

Adaoptienvisaged by the end of 2003

Law on the Production and Tradin
of Narcotics

gMinistry of Health

Adoption envisaged by the end2603

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

Law

Relevant Ministry

Status of the Law

Law on Environmental Protection

Ministry of Science and
Environmental Protection

Official Gazette of the Republic of Serbia No
135/04

Law on the Strategic

Ministry of Science and

Environmental Impact AssessmentEnvironmental Protection

Official Gazette of the Republic of Serbia No
135/04

Law on Integrated Pollution,
Prevention and Control

Ministry of Science and
Environmental Protection

Official Gazette of the Republic of Serbia No
135/04

Law on Amendments to the Law
on Local Self-Government

Official Gazette of the Republic of Serbia No
33/04

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

Official Gazette of the Republic of Serbia No
135/04

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

Official Gazette of the Republic of Serbia No
33/04

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

Official Gazette of the Republic of Serbia No
43/04

Law on Amendments and

Additions to the Law on Guarantge

Fund

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

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

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

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

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

Law on Amendments and
Additions to the Law on Public
Procurement

Official Gazette of the Republic of Serbia No
55/04

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

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

Law on the Serbian Business
Registration Agency

Official Gazette of the Republic of Serbia No
55/04

Law on Amendments and
Additions to the Law on Sales Tax

Official Gazette of the Republic of Serbia No
84/04

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

1%

Official Gazette of the Republic of Serbia No
84/04

Law on Games of Chance

Official Gazette of the Répwf Serbia No.
84/04

Law on Amendments and
Additions to the Law on

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

Law on Mediation in Labour -
Related Disputes

Ministry of Labor,
Employment and Social
Affairs

Official Gazette of the Republic of Serbia No
125/04

Law on the Budget of the Republ
of Serbia for 2005

C

Official Gazette of the Republic of Serbia No
127/04

Law on the Citizenship of the
Republic of Serbia

Official Gazette of the Republic of Serbia No
135/04

Law on Amendments and
Additions to the Law on Income
Tax

Official Gazette of the Republic of Serbia No
135/04

Law on Amendments and
Additions to the Law on Property
Tax

Official Gazette of the Republic of Serbia No
135/04

Law on Fiscal Cash Registers

Official Gazette efRepublic of Serbia No.
135/04

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

Official Gazette of the Republic of Serbia No
135/04

Law on Non-life Insurance
Premium Tax

Official Gazette of the Republic of Serbia No
135/04

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

N

Official Gazette of the Republic of Serbia No
135/04

Law on Amendments to the Law
on the Privatization Agency

Official Gazette of the Republic of Serbia No
135/04

Framework Law on Education
System

Official Gazette of the Republic of Serbia No
62/03

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

Official Gazette of the Republic of Serbia No
58/04

Law on Amendments and
Additions to the Law on Criminal
Procedure

Ministry of Justice

Official Gazette of the Repuhdif Serbia No.
58/04

Law on Civil Proceedings

Ministry of Justice

Official Gazette of the Repuhdif Serbia No.
125/04

Law on Extra-Judicial Proceeding

Official Gazettehe Republic of Serbia No.
18/05

Law on Mediation

Ministry of Justice

Official Gazewf the Republic of Serbia No.
18/05

Law on Executive Procedure

Ministry of Justice

QéicGazette of the Republic of Serbia No
125/04

Law on Agency for Licencing of
Bancruptcy Trustees

Ministry of Justice

Official Gazette of the Repuhtif Serbia No.
84/04

Law on Prosecutor's Office

Ministry of Justice

Official Gazette of the Repuhif Serbia No.
51/04

Court Organisation Bill

Ministry of Justice

Official Gazette of the Repuhtif Serbia No.
29/04

Law on Public Agencies

Serbian Agency for the
Development of Small an

Medium Sized Entreprise$

and Entrepreneurship

)

D

Official Gazette of the Republic of Serbia No
18/05

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

Ministry of Finance

Official Gazette of the Repuhdif Serbia No.
43/04

Law on the Cessation of the Law
on Income Fund Tax

Ministry of Finance

Official Gazette of the Repuhdif Serbia No.
33/04
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Law on the Amendments to the
Law on the Action Plan of Serbia
and Montenegro for the
Harmonization of Economic
Systems of Member States in ord
to Prevent and Remove Obstacle
to Unimpeded Flow of People,
Merchandise, Services and Capit

Ministry of International
Economic Relations

Official Gazette of the Republic of Serbia No
18/05

Law on Amendments and
Additions to the Law on
Privatization

Privatization Agency

Official Gazette of the Repaldf Serbia No.
45/05

Labour Law

Ministry of Labor,
Employment and Social
Affairs

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

Law on Socio-Economic Council

Ministry of Labor,
Employment and Social
Affairs

Official Gazette of the Republic of Serbia No
125/04

Competitiveness Law

Ministry of International
Economic Relations

Law Proposal in the Parliamentary procedure
since May 30, 2005

Law on Red Cross

Ministry of Health

Law Proposahia Parliamentary procedure
since May 6, 2005

Law on Precursors

Ministry of Health

Law Proposapared

Law on Insufficiently Developed
Regions

Republic Development
Bureau

Draft prepared

Law on Protection against Non-
ionic Radiation and Nuclear Safet

Ministry of Science and
yEnvironmentaI Protection

Draft prepared

Law on Chemicals

Ministry of Science and
Environmental Protection

Draft prepared

Law on Legal Assistance

Ministry of Justice

In thegaration phase

Law on Public Notaries

Ministry of Justice

In thelRanent procedure

Social Residence Law

Ministry of Capital

In the preparation phase

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

Constructing Law

Arbitration Law

Ministry of International
Economic Relations

In the preparation phase

Law on Industrial Parks

Ministry of International
Economic Relations

In the preparation phase

Law on Even Regional
Development

Republic Development
Bureau

In the preparation phase

Refugees Law

Comissariat for Refugee
of the Republic of Serbia

sIn the preparation phase

Strike Law

Ministry of Labor,
Employment and Social
Affairs

In the preparation phase

Law on the Protection of Citizens
of the Republic of Serbia Working
Abroad

Ministry of Labor,
Employment and Social
Affairs

In the preparation phase

Law on Employing Disabled
Persons

Ministry of Labor,
Employment and Social
Affairs

In the preparation phase

Law on Record Keeping within th
Field of Labor and Employment

e Ministry of Labor,
Employment and Social
Affairs

In the preparation phase

Antidiscrimination Law against
Disabled Persons

Ministry of Labor,
Employment and Social

Affairs

In the preparation phase
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Law on Package and Package | Ministry of Science and In the preparation phase
Waste Material Environmental Protection
Law on Nature Protection Ministry of Science and In the preparation phase
Environmental Protection
Law on Air Protection Ministry of Science and In the preparation phase
Environmental Protection
Law on Schoolbooks and Other | Ministry of Education and| In the preparation phase
Teaching Equipment and Sport
Methodology
Law on Pupil and Student Standard Ministry of Ediacaand | In the preparation phase
Sport
Law on Financing Water Ministry of Agriculture, In the preparation phase
Management Forestry and Water
Management
Standardization Law Ministry of Trade, Tourism
and Services
Law on Unions and Employers | Ministry of Labor, In the preparation phase
Society Employment and Social
Affairs

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

1. Ministry of Education and Sport, Poverty ReductiStrategy Implementation Report,
Belgrade 2005

2. Ministry of Science and Environmental Protectionpvéty Reduction Strategy
Implementation Report, Belgrade 2005

3. Ministry of Labor, Employment and Social Affairs,oWerty Reduction Strategy
Implementation Report, Belgrade 2005

4. Ministry of Health, Poverty Reduction Strategy leplentation Report, Belgrade 2005

5. Ministry of Agriculture, Forestry and Water Managam Poverty Reduction Strategy
Implementation Report, Belgrade 2005

6. Ministry of Trade, Tourism and Services, Povertyd&gion Strategy Implementation
Report, Belgrade 2005

7. Ministry of Capital Investment, Poverty Reductiotra®egy Implementation Report,
Belgrade 2005

8. Ministry of International Economic Relations, Payer Reduction Strategy
Implementation Report, Belgrade 2005

9. Ministry of Finance, Poverty Reduction Strategy lempentation Report, Belgrade 2005

10. Ministry of Public Administration and Local Self-@ernment, Poverty Reduction
Strategy Implementation Report, Belgrade 2005

11. Ministry of Justice, Poverty Reduction Strategy lempentation Report, Belgrade 2005

12. National Bank of Serbia, Poverty Reduction Stratégplementation Report, Belgrade
2005

13. Serbian Agency for the Development of Small and Mrdsized Enterprises and
Entrepreneurship, Poverty Reduction Strategy Implasation Report, Belgrade 2005

14. Privatization Agency, Poverty Reduction Strategplementation Report, Belgrade 2005

15. Serbian Investment and Export Promotion Agency, efgv Reduction Strategy
Implementation Report, Belgrade 2005

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

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

19.

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

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