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Executive Summary

The overall objective of pre-accession assistasnte support the country's efforts to comply

with the Copenhagen accession criteria and to prepare the country to meet the challenges
of future EU membership. Against this background-accession assistance for the period
2009-2011 is concentrated on three strategic areas:

(1)  Support to Institution Building
(2)  Improve cross-border cooperation
(3)  Prepare for participation in the Community's cobesind rural development policy

Building on past and ongoing financial assistanu# @awing on the Accession Partnership's
recommendations, the MIPD identifies priorities foaking the overall strategy operational.

Institution Building is the core activity ocomponent [.Within this component, further
support will be provided to meet the "politicalteria”, reflecting the key priorities set out in
the Accession Partnership. Key challenges to beatgd through financial assistance are:
the further improvement of governance and the dfiléaw, the full implementation of the
Ohrid Framework Agreementhe need to create a stable and professiondl sBwice, to
fight corruption, to ensure full independence, @éfincy and accountability of the judiciary
and to strengthen civil society dialogue. Furthemenagpre-accession assistance aims at
supporting economic development and social coheaimh it will help the country with
adopting theacquis as well as with building institutional and admiragive capacity to
transpose, implement and enforce Community stasdarkhd finally, pre-accession
assistance shall help prepare the country for dexdesed management of EU funds.

Assistance tdCross-border cooperatiofCBC) undercomponentl aims at fostering good
relations between regions and countries and fansiing future member states with rules and
procedures governing the European Territorial Coatmn objective under Structural Funds.
The MIPD foresees continuing CBC programmes withafla, Bulgaria, Greece and the
participation in the ERDF European Territorial Cpemtion transnational programme
"South—East Europe”, while continuing to develojateral CBC programmes with the other
Western Balkan neighbours.

Through IPA components Il to V, EC assistance \Wwillp to prepare the beneficiary for
participation in theCommunity's cohesion and rural development politpm the date of
accession. Owing to limited financial resourcegpsut undercomponent lllis concentrated

in the early years on the transport and environnsentors, while regional competitiveness
will be added from 2010 onward. In the transportt@e support will help to complete
corridors VIII and X. In the environment sector torities are targeted at introducing waste
water collection and treatment systems; an integrataste management system that meets
EU requirementsComponent IMvill support activities in the area of employmeaducation
and social inclusion. For employment, the aim imtwdernise and improve services delivered
by the Employment Service Agency and to supportsuess to improve the functioning of
the labour market. Activities related to educatame aimed at modernising education and
training systems and providing access to educdtiominority communities. In the field of
social inclusion, assistance is aimed at fostettiegintegration of disadvantaged people and
enhancing the participation of civil socieomponent \éets out priorities for the sustainable
development of rural areas and the implementatifoth® acquis concerning the common
agricultural policy and related policy areas, sashfood safety, veterinary and phytosanitary
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matters. In particular, the envisaged activitiee aimed at progressively upgrading the
agricultural production and processing sector tan@uainity standards and at improving
employment and income opportunities in rural areas.

The present MIPD 2009-2011 is based on an indiedthancial envelope of 272.8 million
euro.

Table 1 - Total indicative allocations for the coeek period and per component (in percentage ranges)

COMPONENT 2009 2010 2011 ToOTAL

| — Institution building 46.5% 39.3% 35% 40%

Il — Cross-border cooperation 6.8% 6.2% 5.9% 6%

[ll — Regional Development 25.4% 31.9% 35.5% 31.5%
B’evelo‘pmenkt'“ma” Resource g go4 9.1% 9.5% 9%

V — Rural Development 12.5% 13.5% 14.2% 13.5%
TOTAL 100% 100% 100% 100%

Section 1 — Assessment of past and on going assis&

1.1 — Introduction

At the European Council of December 2005, the foriviegoslav Republic of Macedonia
was granted "candidate country" status. This decisgflected the progress achieved so far by
the country towards membership of the European turitamarked a milestone on the path to
accession, as well as a challengewever, turning a membership perspective intoityes a
process which takes time and significant effortse Tecision to open accession negotiations
will be taken once the country has reached a sefficdegree of compliance with the
accession criteria.

The candidate status has an important implicatiorpfe-accession assistance. As a candidate
country, the former Yugoslav Republic of Macedon#s access to all five IPA components
(subject to certain conditions). Furthermore, therofean Commission will confer the
management of IPA funds on the national authoriiese the relevant structures and systems
are in place and all conditions are met. Howevatil the conferral, the IPA components |
and Il will be implemented in a centralised but abecentrated manner, i.e. by the EC
Delegation. Components Il to V can only be implemented ottee EU has conferred the
management of EU funds on the government.

Although the basic framework for setting out theopties of EU assistance is the
enlargement package, in particular the Accessiatn@ship, the coherence of the MIPD
with the beneficiary country's own needs and piiEsi (as e.g. outlined in the National

A small share of the funds is managed centralljhieyEuropean Commission in Brussels.
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Programme for the Adoption of the Acquis, the NagloDevelopment Plan, the National
European Integration Strategy, the Ohrid FramewAdteement and sectoral strategy
documents) has been ensured through consultatithgtve national authorities, which fully

endorse this MIPD.

1.2 - Overview of past and ongoing assistance areskons learned
1.2.1 — Overview of EC past and ongoing assistance

Since the independence of the country, the EC hiéistantially supported the former
Yugoslav Republic of Macedonia through various paogmes, such as ECHO, Obnova,
PHARE and the Emergency Response Programme. Maxznoefal assistance has been also
provided in the form of balance-of-payments supdar2001, CARDS was launched to focus
on political, institutional and economic transitidn 2007, with a view to streamline all pre-
accession assistance in a single framework andr thelessame regulation, the new Instrument
for Pre-accession Assistance (IPA) replaced CARD®l dhe other pre-accession
programmes. The total assistance of the EC to dbetry since 1992 amounts to more than
1.1 billion euro.

CARDS

The EU’s main institution for managing CARDS in thegion - the European Agency for
Reconstruction (EAR) - efficiently delivered subtal assistance. Starting its operations in
2002, the EAR took over responsibility for the poas programmes and moved forward the
implementation of CARDS. The assistance portfolianaged by the Agency in the country
amounts to some €326 million. By October 2008, mihien 98% of this total had been
contracted, and more than 92% disbursed. The EARdigzontinued at the end of 2008. All
CARDS files, including Neighbourhood/CBC-Progranss feom 2004, are now under the
responsibility of the EC Delegation.

Following the crisis of 2001, EC assistance wasaigd mainly at rehabilitation and
reconstruction of infrastructure, as well as atiqehctivities. The extensive support to the
police reform has contributed significantly to te&abilisation process. As the country’s
political and economic stability improved after #nsis, the scope of the financial assistance
was widened to include institution-building in tkey areas of the Edcquis communautaire
Four priority areas were identified in the CounBtyategy Paper 2002-2006: democracy and
the rule of law; economic and social developmargtige and home affairs, and environment
and natural resources.

Table 2: CARDS allocations 2002—-2006 to the foriviegoslav Republic of Macedonia (in Euro mn)

Sector 2002 2003 2004 2005 2006 Total
Democracy and the rule of law 17 12 11.5 17 10.1 67.6
Economic & social development 11.5 11 15 8.6 13.1 59.2
Justice and home affairs 7 12.5 24 9.5 7.6 60.6
Environment and natural resource|  ~ 1 2 2 13 6.3
Other 6 7 6.5 7.9 7.9 35.3
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Total allocation 41.5 43.5 59 45 40 229

*including EAR running costs

Assistance in the area alemocracy and the rule of lawkas contributed to sound

implementation of the Ohrid Framework Agreementichtstipulates equitable representation
of the country’s ethnic communities in the publibranistration and requires transfer of some
responsibilities to local self-government units. BQpport to the public finance and
harmonisation of the administrative structure witlte acquis has improved the public

accountability of the country and its planning aapes. Support to Civil Society has

contributed to improve inter-ethnic relations aoctlivelier NGO sector.

In the field ofeconomic and social developmepte-accession assistance through capacity-
building in key institutions, substantial suppartthe SME sector and to the adoption of the
internal marketcquishelped to improve the investment climate. Some@ss can also be
reported in the food safety, veterinary and phytdaay sectors. Infrastructupgojects helped
to improve water supply and sewage systems, wlokds and border crossings were
upgraded. Support was provided to the developmadt implementation of employment
action plans and improved vocational education draining systems. The Tempus
programme has provided since 1997 considerableosufipthe modernisation and reform of
the higher education system. In the fieldustice and home affaifSC assistance contributed
to strengthening capacities and structures of tkdecigry, e.g. through the establishment of
the Judiciary Training Institute and support to tRablic Prosecutor's Office. CARDS
assistance resulted in an enhanced police refaogeps, improved policing capacities as well
as increased border security. With CARDS suppatrtational Asylum Seekers Centre has
been constructed and migration legislation and gutaces have been brought into line with
EU standards.

EC assistance in the areaaivironmenthas resulted in further approximation of national
legislation to EU standards and in the elaboratiba coherent environmental strategy aimed
at sustainable development.

IPA

The IPA 2007 national programme on transition &assge and institution-building was aimed
at supporting the accession process in the fieldeafocracy and the rule of law. Building on
previous CARDS achievements, the programme prowddegport to the police reform, which
has been given the highest priority, as well asicjad reform, and the revision and
implementation of the public administration reforrstrategy, including equitable
representation and civil society issues. It furtia@gets at capacity- building for decentralised
management of EU funds.

As regardsacquisrelated activities, substantial support will beegi to the tax administration
in order to strengthen regulatory bodies and adstrative capacities and to support the
country’s efforts in complying with EU standards, particular in the areas of insurance
supervision and energy, with a view to contributiodpetter services for consumers as well as
to improving the business environment. Furthervécts address the need for better statistics
in line with EU standards, alignment of the natiotizstoms legislation with thacquis,and
reinforcement of border controls.

In line with the projects on IPA 2007 and building previous CARDS achievements, the
National Programme for Component | for 2008 enwsagtrengthening the administrative
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capacity of the relevant institutions to ensurensband efficient management of EU funds. It
further aims at providing technical and materiaistance to prioritised institutions, including
the Parliament, the Directorate for Personal Datdeletion, the Ombudsman and the Unit for
the implementation of the Roma Strategy, that lkey role in ensuring appropriate levels
of transparency and accountability and protectirgfindamental rights of the citizens. Also,
the national programme foresees assistance ta fustiesociety development and dialogue.

ConcerningSocio-Economic criterigeC assistance aims at strengthening the comysetdss
of the economy and further improving the investmaithate and business environment by
providing support through Turn around Manageme®tMJ and Business Support Services
(BAS).

In referenceto Ability to assume the obligations of EU membigssupport is given in the
area of free movement of goods, the public procergmystem, the Customs Administration
and to specific areas to contribute to the devetaprof the agricultural sector in the country.

Building on IPA 2007 experience, Project Preparaad Support Facility proved crucial in
creating proper documentations for the EC assistand its allocation remains the same for
2008. Both national programmes under IPA CompohentAlB 2007 and 2008 support the
participation of the country in a series of Comntyiirogrammes which are deemed essential
for the country’s further cohesion process. Suppartprogramming needs of the country
under five components of IPA is also envisaged.

Under IPAComponent |l the different CBC programmes for the former YugesRepublic

of Macedonia for the period 2007-2009 have beenpiedo They will be implemented
through calls for proposals to promote sustainatdeelopment in the cross border area.
Mirroring Structural Funds' Territorial Cooperatjothis overall objective will be realised
through specified priorities and measures involvexpnomic, environmental and social
development aspects. Technical assistance is fwaseprovide support to the structures of
management and implementation of the programme.

Under IPAcomponents Ill, IV an®/, EU assistance will help to prepare the benefjctar
participate fully in thegCommunity's cohesion policy and rural developmastrumentgrom
the day of accession. Therefore, it is necessaigttoduce into the national framework for
economic development and employment the stratelgienpig and management principles
that guide the implementation of EU structuraliastents.

1.2.2 — Overview of relevant IFI, multilateral abdateral past and ongoing assistance

Since the crisis in 2001, the country has receisiggificant attention from international
agencies. All major International Financial Indiitas (IFIs) are present in the field, such as
the World Bank, which is the country's largest amdthe IMF, whose multi-annual Stand-
By Arrangement was in place from 2005 to 2008, Ei& and the EBRD. Member States as
well as other countries (e.g. USA, Norway, and 3gviand) also provide significant financial
support. IFl and bilateral financial assistance atsonly decisively contributed to stabilising
and improving the political, economic and sociauaiion in the country but has also
complemented the EU accession agenda, which igmnezd by all members of the donor
community.

In the area of public administration reform seveatahors are active. For instance, the UK
supports the Government by enhancing administratiapacities in particular for EU
integration. The Government of Norway, through M@RMAK project office, is providing
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support to policy development capacities in sevstale administration bodies. The French
Government provides training support to governnefiters. The UN system (particularly

the UNDP) provides overall coordination supporttihe government as well as capacity-
building. The Netherlands provide assistance toStee Audit Office and to the customs
administration in the area of inward processingpdified procedures, risk analysis, transit
and development of an IT strategy. Public admiaigin reform in the fiscal sphere is

supported by the IMF and the Netherlands. As regardicial reform, the country receives
substantial support from a wide range of intermaticcommunity donors, in particular the
World Bank.

In order to improve the business environment, idiclg the financial sector, widespread
support is given by the World Bank, the EBRD andAULs Germany supports the country in
complying with the acquis regarding the insurance supervision legislatiord ahe
establishment of the Insurance Supervision Agehtymproving the protection of property
rights in the country, which is essential for armmbuipusiness environment and for attracting
foreign direct investment, the World Bank has uteldan a number of projects to support the
reform of the (real) cadastre. Complementary amsigt has been provided by the Netherlands
and by Sweden supporting capacity-building anchingi in the field of land management,
real-estate registration and cadastre.

In the field of educational development, the Ndtrads have initiated a series of projects
aimed at improving the quality of learning and f@phtion in education at school level by
strengthening and modernising planning. Furthermapecial attention is given to improve
the situation for Roma by helping to reduce drop-@ies of Roma children in primary
education. There is also valuable support in tisadby USAID and the Roma Education
Foundation.

In the areas of transport and environment majorguiaare the World Bank, GEF, EBRD, the
German KfW Development Bank, and KfW-Austria. Etfom the environment sector focus
particularly on environmental infrastructure deyeteent, such as solid waste and wastewater
treatment, and trans-border water issues, as wallipport to the development of the National
Environment Investment Strategy. Through the KiWwé&epment Bank, Germany supports
the urban and rural water supply and wastewatgroded systems. At the same time, the
institutional capacities of the beneficiaries ard¢rersgthened through appropriate
accompanying measures. Sweden has assisted spl@rahunicipalities in developing local
environmental action plans establishing methods aputoaches adopted by the respective
ministry and used all over the country.

Sweden, with its large portfolio in the area ofiagjture, has provided continued support to
the development of well-functioning and market-otéel farmers’ organisations, and
strengthening the federation of farmers, includipglicy development, institutional

strengthening and business development, as webBuaport to the national agricultural
advisory system (MAASP). In addition, Sweden hastdshed good cooperation between
the statistical offices of both countries, whichs Heelped to improve agricultural statistics.
The German commitment to development in the adtcall sector aims at the careful
handling of water resources in the reconstructiod development of existing irrigation

systems in selected programme areas.

Donor coordination needs to be further strengtheA&er promising initiatives in 2006 and
early 2007, the regular meetings organised by theirstration stopped taking place. The
Government’s Secretariat for European Affairs toaffain the lead for overall donor
coordination by organising a meeting in Decembdi82®@ith representatives from bilateral
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and multilateral cooperation institutions. It be@aatear that before entering into discussions
at sectoral level, agreement had to be reached @rheneficiaries and donors on guiding
principles. These were laid down by a working grafpdonors (EC, WB, UN, Austria,
Sweden, US and Switzerland) and the SEA plus thesily of Finance. The core of these is
the future use of a 'Programme-Based Approach' jR@#ch reflects the definitions by the
OECD and the elements of the Paris Declaration mhHEfectiveness and ensures that its
implementation reflects, complements and enharfeeséneficiary's effort to join the EU.
The government also expressed its commitment toawepeffectiveness of foreign assistance
through a significantly strengthened governmentdedrdination mechanism, driven by the
EU accession process.

Donor coordination and consultation on the parb&f ELARG and the Delegation is taking
place not only at the level of annual and multi+sadrprogramming of IPA but also as regards
the present MIPD 2009-2011. The skeleton of thét diacument has been presented to the
donor community in coordination meetings held iro§k and in Brussels in October 2008.
Furthermore, IFls and Member States (as well asbtheeficiary) have been given the
opportunity to send written comments on the draffDito the Commission. Comments have
been incorporated into the draft MIPD in the mggirapriate manner.

Last but not least, the European Commission orgdnéssDonor Coordination Conference in
Brussels in October 2008, where the CommissionMechber States, together with the IFIs
and non-EU donors, agreed to an active and affiveapproach concerning the need for
enhanced donor coordination in the region. It waeed that the Multi-Annual Indicative

Planning Documents (MIPDs) could become a stratagittument for donor coordination

and that the consultation on the 2009-2011 MIPD$ e used as a key tool to determine
areas of common interest and possibilities foraempordination and division of labour. The
results and plans for action stemming from suchsuotiation were reported at the donor
conference that was held in April 2009 in Albania.

1.2.3 — Lessons learned

Drawing on the experience gained from programming enplementing EU funds in the
country, and on monitoring and ex-post evaluatieports, the following lessons have been
learned:

* Implementation of assistance has required a le¥édlewibility commensurate with the
administration standards in the country. In patiicuthe implementation of assistance
faced challenges as regar@bsorption capacity, where national institutions were
endowed with inadequate staff, both in terms ofliguand quantity. Thus, absorption
capacity must be taken into account when programmasgsistance, and targeted support to
improving the capacities of public administratienseeded.

« Limited budgetary resourcesto maintain material investments or to cover ragul
operational expenses and insufficient working sgaceaccommodate staff and equipment
sustainability represent bottlenecks to efficienpiementation of pre-accession assistance.
Therefore, on the one hand programming has toaakeunt of scarce budgetary resources
and on the other hand, the country has to allosatiécient resources to complement EU
assistance.

» The beneficiary country needs to assume a high levef ownership of EU assistance to

programme implementation. It is necessary to taltly into account the country's own
needs (e.g. as outlined in the relevant nationalic@nts) during programme planning and
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implementation. Co-financing requirements shalbatsntribute to increased ownership.

Political will and coherent decision-making on et of the beneficiary are essential to

rectify shortcomings in the implementation of pes@ssion assistance and to ensure
sustainability. .

» Although political will was often expressed at thighest levels, the national government
experienced difficulties ifulfilling the commitments it had made in advance of project
implementation, e.g. staffing, budgetary allocagioand completion of enactment of key
legal provisions or administrative implementatioraagements (such as building permits).
During implementation of IPA projects the fulfilmeof the conditions will be closely
checked to ensure that commitments are met befojeqts are launched and during their
implementation.

« Donor coordination is of great importance in the preparation of paogmes assistance.
Recent proposals by the international communityaatthe Government of the country to
establish the management capacity to coordinateordantivities. The Government’s
Secretariat for European Affairs role in leadingall donor coordination has improved
since the end of 2008 and needs to be furthergttrened; while the individual ministries
would need to take the lead in managing sector-leverdination. The EC welcomes the
efforts to apply the 'Programme-Based ApproachAPRB remains important, however, to
continue reinforcing coordination on all levels andensure a smooth mechanism to solve
emerging implementation issues.

» At national level, strong horizontal alignment @&s sectors and stakeholders) could be
achieved byimproving the coordination efforts among the ministies and relevant
departments.

* Both monitoring reports and practical experiencewsitthat to reduce the risk of creating
backlogs, as regards the programmim@ject maturity and strongconditionality are the
key aspects of programming. Conditions should ceftee prerequisites for successful
project implementation, such as the availabilitypefsonnel, co-financing, premises and
material.

Overall, sound vertical alignment of programme depment (from design to
implementation), together with strong attentiorntte condition for successful implementation
of the programmes, proved to decrease the risiteceto the difficulties described above.

Section 2

Pre-accession assistance strategy for the period@32011

2.1 Introduction

In this section strategic objectives and choicedPé\ assistance over the period 2009-2011
are developed. This MIPD is based on the prioridesitified in the Progress Reports and the
Accession Partnership, and takes into accountgrabbngoing EU assistance, as well as the
beneficiary's planning documents, such as Nla¢ional Plan for Adopting the Acquithe
National Development Plaand thePre-Accession Economic Programme
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The MIPD has been drafted in cooperation with elévant stakeholders. Close coordination
has been ensured through regular exchange of iat@aym notably with the beneficiary, and

through meetings and consultation in Skopje withvi@mber States, the donor community
and representatives of civil society.

EC assistance for all five components of IPA wdl implemented under thdecentralised
implementation systewnce the European Commission has conferred itagement on the
national authorities. To this end, substantial stasce for capacity-building across the
relevant structures is being provided through CARIDE IPA programmes. The application
for the conferral of management powers with ex-aotrols, at least for Components | and
[1l, is expected to be submitted to the Commissibthe beginning of 2009.

2.2 Strategic objectives and choices for IPA assisice over the period 2009-2011
2.2.1. Strategic objectives for IPA assistance dkerperiod 2009-2011

In view of the candidate status, the overall oliyecof pre-accession assistance to the former
Yugoslav Republic of Macedonia is to support theinto/'s efforts to comply with the
accession criteria. These comprise the politicdl @onomic criteria, as well as the ability of
the country to assume the obligations of EU mentijerdart of this last involves preparing
for the implementation of the Community’s cohespalicy by introducing strategic planning
and management principles which guide the impleatemt of EU structural instruments.

Support to the improvement of governance and theafulaw needs to continue. Significant
further efforts are needed to create a stable easfégsional public administration, particularly
in terms of management of human resources andfibéince. Continuous efforts towards
achieving full independency, efficiency and accability of the judiciary are necessary. In
addition, a more comprehensive approach to fightaguption is required. Overall, some
further progress has been made in implementing-cantuption policy. The legal and

institutional framework has been strengthened amglédmentation has improved. However,
further steps are necessary, in particular as deganplementing provisions on financing of
political parties and election campaigns. Equdllyther efforts are needed to implement fully
the Ohrid Framework Agreement

Significant efforts have been made to align the ntgts legislation with theacquis
particularly in areas related to the internal markée country needs to intensify its efforts, in
particular as regards agriculture, competition,imment, transport, justice, freedom and
security. The country faces difficulties in implemieg and effectively enforcing the
legislation.

Furthermore, the economy faces deficiencies inmalbmur of areas which have to be addressed
through EU assistance where appropriate. The cogantendowment of transport
infrastructure needs to be completed at the lef/¢he@ major corridors, to facilitate external
trade and movement of people. The environmentaidastas are still very low. As the
Accession Partnership underlines, investments arécplarly needed in waste water and
solid wastdreatment systems. In the labour market, officetladshow low participation and
high unemployment, in particular as regards lomgitand youth unemployment. Significant
employment disparities exist, geographically and difinic origin. Thus labour market
institutions must be strengthened to help espgciaét weakest to be (re)integrated into the
labour market. Furthermore, insufficient investmeas had a negative impact on the overall
quality of education, while the participation ratehigher education is still relatively low,
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which lowers the long-term growth prospects ofésenomy as a whole. Investing in human
capital is essential for the country to catch ughv&U levels.

The agriculture sector is dominated by very smalll dighly fragmented family farms,
engaged mainly in subsistence agriculture, whilsy @nsmall surplus is marketed locally.
Economies of scale are thus not exploited. Thecaljural sector remains relatively
problematic for several reasons, such as lackrafation, land fragmentation and lack of
proper management systems in general.

EC assistance will be implemented under the deakésed implementation system once the
Commission has conferred management on the natamdlorities. To summarize, pre-
accession assistance will help the country, abdiketa advance along the road to EU
integration by supporting the country's efforts domply with the Copenhagen criteria.
Against this background pre-accession assistanitédn@p to overcome the deficiencies that
have been identified, by focusing in particular on:

* improving governance and the observance of thealulaw, in particular through support
to public administration reform, the fight againstruption, judicial reform and reform of
the police;

» supporting economic development and enhancing Isamaesion; in particular by
strengthening the business environment, especihléy SME sector, developing an
integrated research policy and by supporting thelementation of national and regional
development plans;

» transposing theacquis as well as developing administrative capacity tgplement and
enforce theacquis,in line with the priorities identified in the Acssion Partnership;

» preparing the country for the implementation of hemmunity’s cohesion policy, in
particular by focusing on the fields of transpomdaenvironment, as well as education,
employment and social inclusion;

» preparing the country for the implementation of emmunity’s rural development
policy, in particular by focusing on investmentsagricultural production to restructure
and upgrade the sector to Community standards amndneestment to develop and
diversify economic activity in rural areas;

« further strengthening the capacity of national adstiations for the decentralised
management of EU funds.

In addition, cross-border co-operation will be soped in order to contribute to closer links
between border regions and to help improve cult@é@dnomic and social development in the
border regions.

Furthermore, certainross-cutting issuesvhich are outlined iAinnex 4 will be reflected in
all activities programmed under IPA.

2.2.2. Strategic choices for IPA assistance overpthriod 2009-2011

In translating the objectives set out above intecdfft priorities for assistance within the
three-year horizon of this document, a number efmeints need be taken into consideration.
These include, among others, the lessons learsealjtined above, sequencing, programme
maturity, absorption capacity, availability of fundnd alternative sources of financing, and
synergies that may be developed with the activiiEsther donors. In many cases, these
issues can only be assessed at the programming. $tegertheless some general strategic
choices can already be made in this document.
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Drawing on the assessment of strategic needs aodtips set out in the section above the
strategic choices for the period 2009-2011 are eotmated on three areas of activity:

Q) Support institution building

(2) Improve cross-border cooperation

3) Prepare the beneficiary for participation ire tGommunity's cohesion policy and
rural development instruments

In the planning period 2009-2011 the major shartPéf assistance will be oriented towards
Institution-Building, which is delivered througtcomponentl. The funds under this
component are substantial and allow a wide rangectiities to be supported. Nonetheless,
the strategic choice is concentrated around thregseof intervention, which are included in
the priorities identified in the Accession Partigos (i) implementation of sectoral reforms;
(ii) transposition and implementation of thequisand (iii) support to the implementation of
decentralised management of EU funds.

0] Assistance will continue to support the condalion and enforcement of sectoral
reforms (i.e. public administration reform, judicr@form, police reform, etc.) that
have been adopted.

(i) As regards to transposition and implementatimithe acquis, and helping the
country to comply with the Copenhagen criteriappty will be given to areas where
the harmonisation of legislation is an obligatiorkéd to the implementation of the
Stabilisation and Association Agreement, where tbume of legislation to be
harmonised is particularly large, or where harmatitis requires costly investments
that must be spread over many years.

(i) As a candidate country, the former YugoslagpRblic of Macedonia has access to
all five IPA components. Management of the fund# lae implemented under the
decentralised implementation system once the Cosionishas conferred its
management on the national authorities. The ndti@ministration must be
endowed with the necessary structures as well asrthnagement expertise and
capacity to assume full responsibility for the decalised management of IPA
funds. Thus, assistance will help to develop furtive capacity of the established
DIS-structures and to develop accountable admatistis and institutions, with
appropriate capacity, including internal contraisl audits.

Cross-border cooperatignmanaged througlecomponent |l will concentrate primarily on
creating closer links between border regions, stpmp joint environmental protection
activities and improving the potential for tourisfurthermore, through participation in the
European Regional Development Fund trans-natiomgrammes, pre-accession assistance is
aimed at familiarising future member states witHesuand procedures governing the
European Territorial Cooperation objective unden&tral Funds.

Through the IPAcomponents llto V, EU assistance will help to prepare the benefjciar
participate fully in theCommunity's cohesion policy and rural developmenstruments
from the day of accession. Although the volumeurfds available under component | for the
period 2009-2011 is slightly decreasing on the antwmf the increase of funds for IPA
Components lll to V, it is still essential to ensw strong concentration of priorities to be
covered under institutional building in order tdhewve greater impact in the specific areas of
intervention. For these reasons, and in view okotources of funding available, in the
period covered by the current MIPD, support undemponentlll will be concentrated
initially on the transport and environment sectoasid be delivered through a single
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operational programme. From 2010, it is envisagedxipand the scope of the assistance to
activities fostering regional competitivene€omponentV will support system actions and
pilot projects in the areas of employment, educadind social inclusion. AncomponenV is
aimed at, step by step, upgrading the agricultyralduction and processing sector to
Community standards, and at improving employmedtianome opportunities in rural areas.
Additionally, activities to launch preparatory acts for implementation of agri-
environmental measures and the "Leader-appraacbfder to contribute to the sustainable
development and to the development of public-prevg@iartnerships in rural areas should
start already in 2009 to prepare their implemeaotasifter 2009.

All these activities, including the IPA Multi-Berieifary Programmeés need to be closely
coordinated in order to avoid overlapping and tsuea complementarities, not only in
relation to each of the components but also intimato other donors’ activities, thus
contributing to the implementation of the Paris Reation for donor coordination.

Monitoring and evaluation arrangements will be leisgshed in line with the provisions of the
IPA Implementing Regulation.

2.3 Multi-annual planning by component

This section presents component by component th@goession assistance strategy for the
period 2009-2011. As outlined in the Multi-Annuaidicative Financial Framework, the
nominal allocations for each component for thequk&009-2011 are:

Table 3: The former Yugoslav Republic of Macedomulti-Annual Indicative Financial
Framework*

COMPONENT 2009 2010 2011 TOTAL
| — Institution building 38.1 36.3 34.5 108.9
Il — Cross-border cooperation 5.6 5.7 5.8 17.1
[ll — Regional Development 20.8 29.4 35 85.2
B/eve|()—lomenlj[luman Resource 71 8.4 94 24.9
V — Rural Development 10.2 12.5 14 36.7
TOTAL 81.8 92.3 98.7 272.8

* As adopted by Commission Decision COM (2008) 70l of 5 November 2008. Figures are in current
prices.

2.3.1 Component | — Transition Assistance andthrt#din Building

Given the candidate status of the country, pressior assistance is aimed at supporting the
country's efforts to comply with the CopenhagenteZia. Componentl's major task is to

In response to the international financial crifi’&h regional and horizontal programmes can conteb
to assist the candidate and potential candidatetdes in managing its financial and economic
consequences.
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provide for thelnstitution buildingneeded to meet this objective. Against this bamkad,
financial assistance will support the following wragreas of intervention:

(2) Political criteria

(2) Socio-economic criteria

3) Ability to assume the obligations of membership

(4) Support to programming and participation in @ammity programmes and agencies

Compared to the previous MIPD for the period 2008 the major areas of intervention
remain unchanged, as the overall objectives havechanged significantly. Taking into
account the new time horizon, the key prioritieseisout in the recent Accession Partnership
and the country's own needs, as well as buildingoast and ongoing EU assistance, in
particular the new IPA programmes, some minor meations have been made as regards the
strategic choices under this component. Howeves, miajority of strategic objectives and
choices remain unchanged, reflecting the medium-teature of this document.

Thus, the main priorities of EU assistance throlR in the major areas of intervention can
be specified as follows:

2.3.1.1. Political Criteria

In order further to improve the country’s alignmevith the political criteria, and taking into
account commitments made under 8®A EU assistance will continue to help to advance
public administration reformby supporting the implementation of a comprehen$tublic
Administration Reform strategy. The emphasis wdldn assisting (1) the implementation of
a sound human resource management strategy, inglaimerit-based career system, and
ensuring the implementation of the code of ethi2}the development of strategic planning
capacities, (3) the development and implementatiosound public financial management
and control systems, and (4) improving accountgbiind transparency. Support to the
decentralisation process will continue. In additiliremains important to improve equitable
representation in the public administration in lmih the constitutional and legal provisions
deriving from theOhrid Framework Agreementt is also imperative to continue to fight
corruption at all levels of the administration atedprovide for the protection of the EU
financial acquis. More concretely, the fight agaiosrruption as regards taxation benefited
from closer cooperation with the public, resulting an increase in the number of
misdemeanour and criminal cases initiated by thbli®elRevenue Office. In this sense,
significant efforts have been made to curb cormptiand need to be continued, mainly
through the continuation in the alignment of théioral legislation with the acquis and the
criminalization of corrupt practices. An importatement throughout the support provided to
Public Administration Reform is to increase tramepay and to improve civil society
inclusion and participation. Support to "good gowarce" may also include capacity-
building of democratic state institution, such lae Parliament.

In the field of judiciary, EU assistance will help to complete the impleratah of the
Strategy and Action Plan on Judicial Referamd possibly to develop it further, as well as to
support further reform efforts and to improve tiverall functioning of the judiciary. Specific
elements of the Judicial Reform Strategy that rfaetier attention include the independence
and efficiency of the court system, the Public Boogor's office, the Administrative Court
and the basic courts that have specialised depatsnfer cases of organised and serious
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crime, the implementation of the juvenile justigestem, and thé\cademyfor Training of
Judges and Prosecutors.

Despite ongoing IPA activities in support of tpelice reform it will be necessary to
continue to support completing the implementatibrthe Action Plan for the Reform of the
Police to ensure consistency and continuity of approashconsolidate progress already
made and to maintain momentum. In addition, sigaiit further efforts are necessary in
order to step up the fight against organised crimauding trafficking in human beings, arms
and drugsContinued efforts have to be undertaken to adogtimplement a strategic plan
for the development of administrative structuresl ampacities for the management of
migration and visassuesas well as guidelines for processing asylum cases.

As regardshuman rights and the protection of minoritiefbeyond the scope of tf@hrid
Framework Agreemeptspecial attention shall be given to the impletagon of the Roma
Strategy and where appropriate, support given tese to education, justice and social
welfare for members of all communities.

As the country is on its way towards accessiois iinperative in terms of sustainability and
public acceptance to ensure that this processimgea in a democratic and transparent way,
by seeking the broad participation oifvil society in the overall process. Therefore, pre-
accession assistance shall help to strengthensaigiety dialogue and development. This will
be done by treating civil society as a cross-cgtiasue in the various projects (see Annex 4),
but also by activities directly supporting civilgety development. In particular, attention
will be given to the implementation of the civil gety strategy, and strengthening the
capacities of the civil society organisatidns.

More emphasis will be laid on the protection afltural heritage in the context of the
"Ljubljana Process". The new phase of the 2003-2Gbdncil of Europe and European
Commission joint action “Integrated RehabilitatiBroject Plan / Survey of the Architectural
and Archaeological Heritage” (IRPP/SAAH) in the oties of South-East Europe, promotes
regional co-operation and encourages the recognitfioour shared European heritage by
fostering reconciliation, cultural diversity, intedtural dialogue and economic
complementarities in this part of Europe.

The “Ljubljana Process" aims at ensuring public pridate funding for a significant number
of the 26 “Consolidated Projects” among the 186 umoents on the Priority Intervention List,
selected by national authorities because of thétygud the rehabilitation process carried out
so far, their symbolic, historical and culturalw@l and the economic potential of the projects.

IPA funds will be implemented under tldecentralised implementation systef@IS) once
the Commission has conferred its management omatienal authorities. The necessary
framework for DIS was established in the cours2@d6 and 2007. After the adoption of the
IPA Implementing Regulation (EC) No. 718/2007 ofdlthe 2007, the country designated the
necessary different bodies and authorities, enguitiat appropriate segregation of duties
applies to the bodies and authorities under pdimfsto (g) of Article 21, paragraph 1, in
accordance with Article 56(2) of Regulation (EC,r&&om) No 1605/2002. The relevant
Implementing Agreement and Operational Agreemeetsvéen DIS structures have been

Further cooperation with civil society organisasowill be ensured through other IPA Components
where assistance to various civil society orgaitgat and associations is envisaged to be provided
through calls for proposals. In addition, civil gy is expected to benefit from other EU funded
programmes, including the IPA Multi-beneficiary gramme and the European Initiative for
Democracy and Human Rights.
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developed and endorsed by the National Authorizigicer (NAO), the Manuals of
Procedures and Operational Guidelines have beamedigand capacity building is still
delivered via intensive training and coaching.

The country's progress along its "DIS-roadmap” nsgoing. The compliance assessment
review phase by an external auditor started 'BnoﬂAugust 2008, and was finalised in
December 2008, with positive conclusions regar@@ogiponent |, 11l and IV.

The national accreditation to the Operating Stnestdor IPA Component | and Il was issued
by the NAO on the 1% January 2009, and submission of application fonfewal of

management will immediately follow. Application f@omponent IV is expected shortly
afterwards, once the national authorities havelvedothe shortcomings identified in the
compliance assessment report. After verificatioditauby Commission services, in order to
formally complete the national accreditation, a @ussion Decision would be prepared to
grant DIS under Article 14 of the IPA IR, while m#&ining Commissions ex-ante controls.

2.3.1.2. Socio-Economic criteria

Economic development and social cohesion are stgibby pre-accession assistance through
various channels. First, activities supporting uality of the country to assume the
obligations of membership (see below) add to enddndevelopment and cohesion by
supporting the educatidrand research framework and introducing the Eunopeguisinto
national legislation and thus upgrading the frandwior the functioning of the (market)
economy. Second, activities envisaged unciEmponents Il -V have a direct impact on
economic and social cohesion. Third, measures¢agthen the rule of law will improve the
business environment and thus also contribute toengyowth and jobs. Against this
background, the following areas of assistance $iealeen as complementary action to those
activities in the other sections a@dbmponent to V.

EU assistance will aim at strengthening ttmmpetitivenesof the economy and further
improving theinvestment climatand business environment, in particular by suppgpgmall
businesses and the implementation of the Europeaart€@ for SMEs, improving
administrative procedures and by completing théstesgion of land and real estate as well as
strengthening the cadastre. Furthermore, it isiart@ assist the country in establishing well-
regulated and properly controlled and supervisadritial markets, as they are essential to
sustainable growth and a prerequisite for attrgatimestment. The support to innovation and
strengthening the technological capacity of privatd public sectors is also importa®t far,
IPA support has been given to improve supervisionthie insurance and support the
regulatory bodies in the energy sector.

In the area offiscal policy, continuous assistance aimed at further improvihg
administrative capacity, on both central and ldeakls, (e.g. tax collection, expenditure
control, etc.) may be envisaged.

In order to improverade and the external economic situation of the couyrittig necessary to
help facilitate trade and to strengthen the cotstagministrative capacities for formulating
and implementing a comprehensive trade policy anehtance the regulatory framework for
trade and provision of services, focusing on piiesiestablished by the WTO, the SAA and
bilateral/regional trade agreements.

4 This includes financial assistance given throdgh@omponent | to TEMPUS in 2007 and 2008, which

is programmed under the IPA Multi-beneficiary pragme (where related activities are described in
more detail).
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Financial support to capacity-building in the fietd regional policy will facilitate the
implementation of national and regional developniaws and plans.

2.3.1.3. Ability to assume the obligations of Memgbép

The focus of assistance in this area will be onatieption of theacquisincluding building
institutional and administrative capacity for trpasing, implementing and enforcing the
acquis according to the priorities identified ire tAccession Partnershig.omponent will

also have to provide fdnstitution Buildingaspects of sectors covered by other components
in order to complement activities within those caments.

In the field ofinternal market and competitionareas of attention include strengthening the
administrative capacity needed for quality infrastare (e.g. standardisation, metrology and
market surveillance); implementation of the Communilles on the co-ordination of social
security schemes; furthatignment with EU legislation in the fields of ogational health,
safety and labour law; adoption of legislation ¢ trecognition of foreign professional
gualifications and development of the relevant amistiative structures; support to the
creation of an independent postal regulatory autthand further support to other regulatory
and supervisory bodies in the area of financialises; developing enforcement capacity in
the areas of anti-trust, state aid, protection ofmpetition and of intellectual property,
including the geographical indications. The neadsigpport to strengthen the administrative
capacity in the area of public procurement hasa@$sessed. Particular attention should be
paid to improving the quality of financial servicesmid addressing the issue of money
laundering.

In order to implement effectively the EU framewdidk information society and mediand
the country's sectoral policies in this area, theniaistrative capacities within the public
administration need to be closely monitored andemehnecessary, upgraded. Capacity
building is also needed for the regulatory bodresrder to enable them to properly carry out
their functions.

In the field of agriculture and rural developmenthe capacity of the administration to
enforce the management mechanisms of the Commaoukigral Policy needs to be further
upgraded.

With regard tdfood safety, veterinary and phytosanitary poligupport will be given to the
transposition of theacquis and its implementation, in particular as regardstmwls and
laboratories.

In the areaenergy support will be given to reorganising and stréeging the public
administration and relevant institutions in thetegcto improving energy efficiency and the
use of renewable energy sources, and to implengerthe requirements of the Energy
Community Treaty. Where appropriate, support wid given to the participation of the
country in the ISIS initiative

In the area oftransport, assistance will also be provided to implementing Eeopean
Common Aviation Area Agreement and the commitmentgle in the framework of the
South East Europe Core Regional Transport Netwerkvell as the addendum for a South

° Support to nuclear safety and radio-active wastmagement will be foreseen within this MIPD.

However, owing to the need to develop a harmorégguioach across the region, it will be programmed
under the Multi Beneficiary IPA programme, wherwill be described in more detail.
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East European Railway Transport Area. Support thoral infrastructure investments in
accordance with the SEETO multi-annual plan 200822¢hall be foreseen. When applicable,
assistance will be given to implement the fores@aeaty establishing a Transport
Community in South East Europe.

The researchcapacity needs to be strengthened, and actions toebe taken to facilitate
integration into the European Research Area.

IPA is supporting the production ditatistics of good quality and their dissemination.
Continuous assistance in the area of statistics tmayforeseen, especially to further
development of the statistical infrastructure.

As regardssocial policy, employmerdand education the capacities in central and local state
institutions need further strengthening. Speci&rdaion should be given to enhance the
mechanisms for efficient social dialogue.

IPA funds may assist the country's efforts to catgthe implementation of tHategrated
Border Managementtrategyand Action Plan

With regard to theustoms union it is necessary to further align the customsslagjion and
procedures with the acquis and to strengthen th®ms administration in order to ensure its
proper functioning.

With regard to environmental protection particular attention will be given to the
strengthening of administrative capacities inclgdimspection capacities, to the alignment of
legislation with the acquis (mainly concerning #ectors of water, nature, and air quality)
and to the incorporation of environmental protattiequirements into other sectoral policies,
e.g. through the development of environmental impasessments, including compliance of
agriculture and industry with key parts of the @sdn the environmental sector.

Strong emphasis will be placed on measures anditagito addressonsumer and health
protection including through the implementation of internatioriaagreements in the field
of public health and further strengthening of thedministrative capacity in this area

2.3.1.4. Support to programming and participatm@ommunity Programmes and Agencies

The EU agreed in the Thessaloniki Agenda to opeticgzation in Community Programmes
to the Western Balkan countries, following the agowh used in the past for candidate
countries. The Commission proposed concrete stepss iCommunication of 3 December
2002, underlining the need for a selective and gradaproach. As participation in
Community programmes can entail sizeable experditor a partner country, IPA support
may be used to prepare for participation and tdr@mnce the costs. So far, the Government
has expressed interest in participating, inter, atidhe following Community Programmes:
7th Research Framework Programme, PROGRESS, Cdiopetnd Innovation Framework
Programme, Europe for Citizens, Culture, Life+, N&e#8007, Life-long Learning, Youth in
Action, Fiscalis, Customs, Prevention of and Figpainst Crime and the second Programme
of Community Action in the field of Health 2008-2R1For some of these programmes,
Memoranda of Understanding have already been signddentered into force and the entry

Communication of the Commission “Preparing for pagticipation of the Western Balkan countries in
Community programmes and agencies” [COM (2003) @#8.12.03] — accessible on the internet at:
http://europa.eu.int/comm/external_relations/seegttwm03 748_en.pdf
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tickets for participation have been paid. Furtherenthe Government intends to participate in
a series of Community Agenciese( Cedefop, CPVO, EU-OSHA, ECDC, EMEA, EFSA,
Eurofund, EMSA, EMCDDA, FRA, EEA, ERA, EASA

For the preparation of projects and tenders a aptility will ensure smooth programming
and the maintenance of high quality in deliveriR@ Ifunds. This facility may also be used in
urgent and unforeseen cases where EU assistaregpised.

2.3.1.5. Expected results by the end of the peraa@red and measurable indicators

It is expected that the country will make consitdggrogress within the scope of this MIPD,
to the extent that by the end of it, i.e. by en@@f1:

the implementation of public administration reform#l have advanced significantly;
— the SAA and th®©hrid Framework Agreememtill have been implemented by 2010;
— theStrategy on Civil Societyill be implemented;

— theRoma Strategwill be implemented in line with thRoma Decade

— the functioning of the judicial system and the pelwill have substantially improved,;

— the investment climate and business environmenthawe further improved and will be
more conducive to FDI and local economic activityfdarticular with regard to SMES);

— markets will have become more efficient and contipetias a result of closer compliance
with the EC acquis and EU best practice (e.g. ntaftee electronic communications,
energy market, financial services, general seraatwities, etc.);

— the transposition of the Communigquiswill have been largely completed in the area of
the Internal Market, transport and energy, taxatom Customs Union and be well
advanced in other major areas of EU legislation;

— the functioning of the public administration ansgl @gapacity to implement the community
acquis will have significantly improved, and theuotry will have started to establish a
credible track record of implementation in key are&the acquis;

— A professional public administration is substahfiadstablished, where administrative
functions are separated from the political onesgaradevelopment is merit-based and the
code of ethics is respected; and

— The key laws and organisational structures for dopublic financial management have
been established and are operational.

The principal means for assessing the achievenighese expected results will be evaluation
reports and the annual Progress Reports.

2.3.1.6. Financial indications
The following table presents the financial indioas for each major area of intervention.

Table 4:Financial indications — Component | " Tiias Assistance and Institution Building”
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POLITICAL CRITERIA 30% -45%
Soclo-Economic criteria 10% -25%
ABILITY TO ASSUME THE OBLIGATIONS OF M EMBERSHIP 30% -45%
SUPPORTING PROGRAMMES 5% -15%

2.3.2 Component Il — Cross Border Co—operation

The former Yugoslav Republic of Macedonia has hgkffrom Community assistance to
participate in cross—border cooperation (CBC) pognes since late 1990s: first, with
Greece in the context of the INTERREG Il and Il gkogramme (which became a
"Neighbourhood Programme" in 2004—-06) and, sind@42@ith Bulgaria in the context of
the PHARE/CARDS Neighbourhood Programmia. addition, from 2004, the country
received CARDS support to participate in the INTERRIII B CADSES trans-national
programme.mplementation is on going andirids are still available in the Greek and in the
Bulgarian CARDS CBC 2005 Programmes. The 2006 CB&yramme only concerns
Bulgaria and it still has to be fully contracted tye EC Delegation (after having taken over
the responsibility from the European Agency for &estruction in September 2008).

Implementation of relevant projects has been sévehampered by the delays that

accumulated in setting up the necessary joint memagt structures. The process of
developing the call for proposals-guidelines foplagants and the filling of posts for the Joint

Technical Secretariats proved to be extremely wo@suming. Therefore, only by the end of
2006 the first projects entered their implementapbase. It is expected that CBC under IPA
will benefit from the experience of existing instibns in the case of the former Yugoslav
Republic of Macedonia, Bulgaria and Greece. Howewsder the IPA 2007 and 2008

Component Il, CBC programmes at borders with thestéfe Balkan neighbours were limited

to one single programme at the border with Albania.

2.3.2.1 Programmes under IPA Cross—border Co—aper@bmponent

It is foreseen to continue cross—border cooperatidyorders with current Member States, i.e.
the CBC programmes with Greece and Bulgaria. Thesgrammes operate on both sides of
the border withone set of rules, for the purpose of financing genlyieint projects for the
common benefit of the two parties and through ométirannual financing decision when the
participating countries adopt the integrated apgioa

The programme witBulgaria is being implemented in shared managententer the sole
responsibility of the Bulgarian managing authoritye Directorate General Programming of
Regional Development at Ministry of Regional Deystent). The Commission adopted on
14 December 2007 the CBC Programme 2007-2009 betvidedgaria and the former
Yugoslav Republic of Macedonia, the Financing Agrneat was signed in October 2008
allowing both parties now to move forward with jpimplementation.

The programme witlGreecewill be implemented under the so called transaicspproach
(as laid down in Art. 99 of the IPA Implementing dRéation) which means in shared
management on Greek side where the Managing Atyhisrithe Ministry of Economy and
Finance in Thessalonica, and in centralised managewn the other side of the border (to
become decentralised management upon conferrabobgement powers for Component Il
to the former Yugoslav Republic of Macedonia by tbemmission). The first Financing
Agreement for the year 2007 was finally signed @anC&cember 2008 and implementation,
which may have enormous positive implications bleakls, must start soon.
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Eligible regions (NUTS level Il regions, or equieat, along the border) are as follows:

Table 5: CBC with Bulgaria

. The former Yugoslav Republic of
Bulgaria .
Macedonia
Kyustendil Northeast
Blagoevgrad East
Southeast

Table 6: CBC withGreece

=3

The former Yugoslav Republic 0

Greece Macedonia

Pella Southeast
Serres Vardar
Florina Pelagonija
Kilkis

Table 7: CBC with Albania

=3

The former Yugoslav Republic 0

Albania Macedonia
Korce Pelagonia
Diber Southwest

Elbasan Polog

As mentioned aboveComponent llalso supports programmes at borders with the Weste
Balkan neighbours. In 2007, it was decided thatesithe conditions were not in place to
support CBC with Kosovoand Serbia, the funds would be re-allocated to @orant |, and
only the CBC programme between the former YugoBlepublic of Macedonia anélbania
was prepared and approved in December 2007. Thenéiing Agreement signed on 28
March 2008 foresees an execution under centratisatagementDespite the difficulties for
setting up joint implementing structures, both does have reiterated their commitment to
take action and organize a first joint meeting @2 and launch the first call for proposals as
soon as possible.

In addition, building on the experience gainedhe tontext of the CADSES programme,
componentll funds are financing the participation of the forméugoslav Republic of
Macedonia in the trans-national programme "SoutBtHauropean Space”, under the
European Territorial Co—operation objective of 8teuctural Funds.

Kosovo under UNSCR 1244/99
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2.3.2.2. Major areas of intervention and goals

Building on initial achievements under CBC actedtisupported in the period 2004-2006, the
MIPD 2009-2011 will continue the support to regi@msl sectors targeted earlier, including
the following:

CBC with Bulgaria

— Strengthening cooperation among local/ regionaharities, associations, NGOs and
enterprises from neighbouring regions;

— Small infrastructure to improve potential for tam or local/ regional transport and
communication, including environmental aspects;

CBC with Greece

— Economic development of eligible border regions tfee promotion of entrepreneurship,
the enhancement of human resources, the developofesiistainable tourism and the
protection of public health through cross-borddivaees.

— enhancement of the environmental resources andiraulheritage of eligible border
regions

CBC with Albania

— Fostering cross-border economic, environmentalsaethl development.

— Supporting the establishment of joint actions atrtegies aiming at protecting and
valorising the natural resources of the region.

Participation in the ERDF South—East Europe traisnal programme

— Environmental protection (natural parks, lakesgnsy;
— Infrastructure (Border crossings, transport andrenmental infrastructure);
— Economic development of border areas;

All programmes will include People-to-people actia@and Technical Assistance/ Information
dissemination activities.

2.3.2.3. Main priorities and objectives

The cross-border programmes aim to contribute siasuable development, stability and
prosperity of the border areas in the mutual irsierd the citizens and institutions of two
countries. The following are the main concrete cijes, agreed between the participating
countries:

CBCWwWITH BULGARIA

— To extend existing or create new links among logagional administrations, associations,
NGOs or enterprises to enhance economic and sdewlopment of eligible border
regions;
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To improve tourism and transport infrastructurehwat view to increase the potential for
the development of tourism as well as, in line wathapart from it, to contribute to the
protection of the environment.

To intensify contacts at local level among citizéasn inside and outside the EU,;

To help with programme implementation and to ctwiie to timely delivery of results.

CBC with Greece

To reduce the gap in economic development betweedteb regions and other parts of the
country by helping creating additional job oppoities as a result of cooperation among
economic actors;

To enhance the potential for tourism of the bonmggion and to increase the number of
foreign visitors, as well as to protect public tleahrough cross-border activities.

To promote common actions for the protection ofrthtural and cultural environment
To intensify contacts at local and regional levabag citizens inside and outside the EU;

To help with programme implementation and to ctwiie to timely delivery of results.

CBC with Albania

To support economic development with an emphasistoomism: tourism activities
extended, alternative types of tourism and smékstructures developed.

To promote sustainable development with an emphasigrotection, promotion and

management of natural resources and ecosystemsejoiironmental policies established;
civil society involved in policy making; sustainablmanagement of natural resources
guaranteed.

To intensify cultural exchange through people-togde and institution-to-institution
actions.

To help the programme implementation and to couteitto timely delivery of results

CBC with the Western Balkan neighbours and pasditigm in the ERDF

Only a single CBC programme, between the formerosiay Republic of Macedonia and
Albania, has been prepared. Indeed, since the conditions ma& met in 2007 and 2008 to
start supporting cross-border activities with Kostband Serbia, funds were re-allocated to
Component I. In the course of 2009 it will be assdswhether preparations can start for
future joint cross-border programmes at those badzas.

The following remain the main common objectives:

To continue or to start activities aiming at proiteg defined areas against environmental
threats and degradation;

Kosovo under UNSCR 1244/99
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— To achieve a secure and efficient border managemmeptoviding necessary upgrades of
infrastructure;

— To improve local infrastructure and services in éimn@ironmental sector where these have
a clear trans-national dimension;

— Enhancing competitiveness of local enterprises;

— Intensification of contacts among citizens fromdmorareas;

— To help with programme implementation and to ctwitie to timely delivery of results.
2.3.2.4. Expected results

As the CBC programmes with Bulgaria and Greecevarg similar in structure, due to
comparable situations in the border area, the ézgeresults can be summarized in the
following way:

— Closer economic cooperation is expected to enh#meeompetitiveness of enterprises,
create new business opportunities and to increapéogment;

— Better administrative cooperation facilitates bess development and contributes to
avoiding counter-productive competition among bordgions;

— Enhanced knowledge of neighbouring regions by aasthetween their inhabitants and
social networks settled up shall contribute to praging tensions and to fostering mutual
understanding;

Regarding the CBC with the Western Balkan neighdaund participation in the ERDF

— Reduced level of water pollution and progress wnéflorestation;

Less time-consuming border passing and accelerafifreight transport;

Increased awareness of environmental issues

Opportunities for economic growth and employmeptted,;
— Operational Management structures establishedatwage future programmes.
2.3.2.5. Forms of assistance to be provided

As regards CBC programmes, the identification atakle joint projects to be financed
should primarily take place through a competitieenj call for proposals agreed between
participating countries. Pre—identification of mcis with a genuine cross—border value by
the CBC Joint Monitoring Committee is also possidie the case of the trans-national
programmes of the European Regional Development RKERDF), the participation of the
country will follow the implementing rules of thopeogrammes.

2.3.2.6. Financial indications

Within thecomponentl funds, the following indicative amounts are earredrkor CBC with
Member States, the Western Balkan neighbours dsawédbr the participation of the country
in the ERDF trans-national programmes.
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Table 8: Indicative financial allocation by countmd year (in EUR million)

CBC PROGRAMMES 2009 2010 2011 ToTAL
WITH BULGARIA 1.3 1.4 1.4 4.1
WITH GREECE 1.5 1.5 1.5 45

with neighbouring

Western Balkans

countries, Serbia and 2.8 2.8 2.9 8.5

Kosovd borders and

ERDF programmes

TOTAL 5.6 5.7 5.8 17.1

As regards future CBC with the Western Balkan niedghs Kosovd® and Serbia, the

beneficiary countries will decide jointly with tHeuropean Commission when to start the

programming process and what will be the concridbeation of funds per border.

Table 9: Indicative allocation per programme byonajrea of intervention

CBC-Programme Albania Bulgaria Greece
Economic 40% - 30% -
development 60% 50%
90%
Tourism / 30% - 20% -
Infrastructure 50% 40%
Building cross-border 10% - 10% -
networks 20% 20%
Technical assistance Max Max. Max.
10% 10% 10%

2.4 Components Il and IV — “Chapeau” section

One of the key objectives of IPA assistance uncanponents llland IV is to support
candidate countries in policy development, as aeglpreparation for the implementation and
management of the Community’s cohesion policy, antipular in their preparation for the
European Regional Development Fund, the Cohesion Bad the European Social Fund. In
accordance with Article 158 of the Treaty, the Btlictural instruments have as objective to
strengthen economic and social cohesion by reducigjonal disparities and the
backwardness of the least developed regions. $rrétgard the approach to be followed in the
programming ofcomponents llland IV must take account of the framework and guidelines

Kosovo under UNSCR 1244/99
See footnote Supra
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for the EU Cohesion Policy for the period 2007-2(Hs3 established in the “Community
Strategic Guidelines on Cohesion”.

As the Guidelinespoint out, in pursuing economic development, twmplementary sets of
conditions need to be satisfied. The first is thestence of a suitable endowment of both
basic infrastructure and a labour force with appetp levels of skills and training. The
second is that research and innovation should berded high priority and that information
and communication technologies should be widelessible. The volume of funds available
under IPA forcomponents llland1V is not sufficient to have by itself a significanlirect,
macro-economic impact on national development atdics. It is essential therefore to ensure
a strong concentration and synergies with othedifg) in order to achieve some impact in
the areas of intervention. However, even with d@tdggree of focus, the direct impact of the
programme will be limited.

The resources undeomponents llandlV should be utilised, first and foremost, to introelu
into the national framework for economic and empiemt development the strategic
planning and management principles guiding the émantation of EU structural
instruments, also via a learning by doing procdserefore, in the period covered by the
current MIPD, support undeomponent lliwill concentrate in the transport and environment
sectors, delivered through a single operationajiarmme for the period 2008-2009. From
2010, support for regional competitiveness acgsitivill be considered in light of the funding
available, the capacity of the management strustangl the general improvement of business
environment, particularly for SMEs. Such futuretiatives could also consider existing
research and technological capacity and means hanee the cooperation between the
private sector and research and technology institsit Support to improve capacity of
regional actors and to improve business environméhbe available also undeomponent

I. The principle of coherence between interventiamdercomponents IlandIV will also be
taken into consideration, both at strategic leatdd in the context of the strategic coherence
framework) and at the level of implementation @& ttvo components.

During a transition period which should be as sharipossible, it is intended to implement
components llland IV under a Decentralised Implementation System (D8l ex-ante
controls on procurement performed by the EC Delegatnd utilising the Central Finance
and Contracting Department (CFCD) as Operatingc8ira. However, one of the main
purposes otomponents llland1V is to prepare for future effective delivery of &ttural
Funds upon accession. Therefore effective steps pigting in place the respective
management and control structures are necessaghieve this goal. Requirements under
articles 53 and 164 of the EC Financial Regulafi605/2002 will have to be implemented
before the Commission may confer decentralised gemant ofcomponents llland IV,
which will be the essential basis for future sharethagement under Structural Funds rules.

2.4.1 Component Il — Regional Development
a) Main areas of intervention, objectives and chogs

The Strategy for assistance un@mponent IIj which was identified in previous MIPD in
line with the priorities set out in the AccessiaartRership for the former Yugoslav Republic
of Macedonia, will be maintained for environmentlaransport sector over the rolled over
period 2009-2011. This strategy foresees suppatem@omponent lllin the environment
and transport sectors in order to contribute to the sustainaleieelopment of the country,
i.e. to environment protection as well as to thanton/’s economic and social development,
and its regional integration.
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It is intended in a subsequent phase to identifiorjies for enhancingregional
competitivenesswhich will constitute an additional area of intention from 2010 in the
light of the funding available within Multi-annuaidicative Financing Frameworks. Support
to fostering regional competitiveness will lie withthe scope of the Strategic Coherence
framework® elaborated by the beneficiary country taking imtccount the Community
priorities as well as the national priorities fbetperiod 2007-2013.

Assistance provided unde€omponent Il will comply with sustainable development
principles and meet relevant environmental normsparticular directives on EIA, Habitats
and Birds (in order to avoid negative impacts oteptial Natura 2000 sites) and the relevant
environmentahcquis

Transport

As a landlocked country, the former Yugoslav Repubf Macedonia depends heavily on

reliable transport infrastructure linking to neighibing countries, and through them to other
economic centres of the world. Improving the coylatconnectivity is important therefore to

its economic and social development, but also tompte effective regional exchanges and
trade and a stronger integration in South East&uro

The Accession Partnership sets out a number oft-gdton and medium-term priorities
regarding transport policy. A number of these [pies concern legislation alignment and the
adoption of theacquis IPA support to the implementation of these ptiesi will be provided
underComponent.|Other priorities however require infrastructungastments in the rail and
road sectors, as well as in the reform of managéstarctures, namely:

» Continue implementation of the Memorandum of Untderding on the Development of
the South East Europe Core Regional Transport N&two

« In the rail sector, establish a regulatory bodyt isandependent from the infrastructure
manager and railway undertakings.

* Main objectives for transport sector un@mponent llremain:

* improving economic efficiency of trade and exchangpassengers and goods) with
neighbouring countries, the EU and at global lemamely through cost and time savings
to users;

« enhancing economic and environmental sustainahilityhe country's transport system,
including reduction of pollution and other negaterevironmental impacts, namely through
charges to users, reduction of congestion and nguaf traffic to environmentally
friendlier modes of transport;

* improving transport safety and security, namelytigh the reduction in the number and
severity of accidents caused by domestic and iatemnmal traffic, and reduction of security
incidents to international traffic and operators.

IPA assistance underoBponentll will be targeted to the development and implentgma
of infrastructure investments which contribute te tcompletion and efficient and safe
operation of corridors VIII and X forming an integt part of the South East Europe Core

Accepted by the services of the Commission on agust 2007
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Regional Transport Network, with priority to thopeojects which are particularly relevant
and pertinent to international exchanges and tratffithe longer term (forecast for 2020) and
to strengthen integration and cohesion into neighbg countries and with the EU.

Investment in new infrastructure will need to bageld in the context of a policy dialogue for
the transport sector, engaging the Government agdstakeholders at national and regional
level, including neighbouring countries and donadrhkis dialogue should seek to adopt a
coherent institutional and sector strategy whicbviges the framework for investment
prioritisation, financing and operating of trandporfrastructure. Investment in new road
infrastructure should also be accompanied by th@bkshment of a stable and predictable
flow of funds to the road sector and the definitioha clear financial and operational
framework for road maintenance which ensures thg term sustainability of investments in
accordance with European best practices, includiagect for competition rules.

Selection of projects should be based on soundossiznanalysis, to maximise value for
money, including appropriate project design, usdrarges definition and efficient
management practices, all of which are at the baseng term success of public and private
ventures. Investments in transport infrastructuustnalso be accompanied by the adoption of
transport legislation aiming to improve the funotitg of the transport market, by promoting
safe, efficient, environmentally sound and usemifdly transport services.

Priority should be given to projects which will beady to start before 2010 and which
address the most pressing bottlenecks in term®mdeastion, poor quality infrastructure or
poor environmental standards and which generatbigfiest economic and social returns.

Environment

The former Yugoslav Republic of Macedonia recogniigat environment protection and
nature conservation are fundamental constitutiomalues which everybody has the
responsibility to protect and improve. The presgoveof the country's rich natural resources,
especially fresh water and biological and landschipersity are regarded as important values
for the sustainable development and preservatiorthef quality of life. Environmental
protection shall also concern its neighbourhoodesinter alia the Vardar/Axios River which
supplies 75% of the country's total water resoursd®avily polluted by untreated industrial
and urban waste water, affecting the country sa &reece and in particular the Aegean Sea.

Assistance undezomponent lllwill address the Accession Partnership prioritpsisting on
increasing investments in environmental infrasutet in particular waste water collection
and treatment, drinking water supply, tacklingmolution and waste management, the others
priorities being partially addressed througbmponent.lParticular emphasis will be put on
waste water treatment and waste management wheneetids for public sector investments
will be higher.

The second National Environmental Action Plan addpin March 2006 provides the
strategic framework for IPA assistance under toisygonent. Furthermore, the EU CARDS
regional funded projecPriority Environmental Investment Programm@EIP) provided
useful analysis to support environmental infragtrees investment planning, including in the
identification of key environmental priority projse in particular regarding the waste water
sector. The PEIP programme has been developedgridmented within the framework of
the Regional Environmental Reconstruction ProgrammeSouth Eastern Europ@EReP).

29 EN



Investments in the environment sector will be pithibased on the integrated and strategic
approaches, in particular in line with the riversibaapproach and waste management
planning. Projects selected need to be closelyetinio the implementation of environmental
plans for the relevant sectors (water, waste, etied based on a strategic, integrated and
phased approach. This approach requires the drawpired an overall investment strategy for
the environment, in which prioritisation in projedentification and complementarity with
other sources of funding are key elements. In amdithe respect of general principles of
environmental policy and conventions, the environtak protection of the national
population as well as the adjoining Member Statewl other countries' population, the
polluter pays principle and financial sustainapildlso need to be taken into account.
Investment in these sectors must concentrate asethoeas where the impact (in terms of
population served) is the largest, where projegi@émentation capability can assure adequate
delivery and where projects cannot be financed gmedantly from other sources (e.g. IFl,
private funds, national budget and other publicd&)n Projects must also have a sufficient
scale to have a significant impact in the fiel&eofironmental protection.

Regional competitiveness

Priorities for regional competitiveness, remaintagbe programmed, aim to improve the
attractiveness of regions through development ofllanfrastructure and services which
contribute to facilitate establishment, developmantd expansion of new and existing
business. Enhancing regional competitiveness wifirove business and investment climate
at national and sub-national levels, in particiladisadvantaged regions. Indeed, the analysis
of the available disaggregated economic data demates significant disparities among
regions, particularly comparing Skopje region watthers. Further support is needed in the
area of SME's and entrepreneurship promotion, I€fvises and infrastructures, R&D
investments and infrastructures, and human capital.

To be considered from 2010, support under regionaipetitiveness needs to be anticipated
by strengthening the management structures andnipyoving the business environment,

particularly for SMEs.Component Ihas already started to stimulate social and ecanom
cohesion through institutional building at localvdé as well as support to small-scale

infrastructure projects in municipalities. This &iof activities should inter alia be taken over
by the future priorities to be prepared in ordeintprove living standards and reduce regional
disparities. Improving services will generate loeaiployment and contribute significantly to

a better investment climate.

To the end of programming the regional competitegmsupport, consultations should take
place between the Commission and the beneficiantisorities at local and national level in
coordination withComponent andIV.

Table 10 - Regional disparities, 2002

Average GDP
GDP per
Country's | per capita
Population | Employed| Unemployed capita
average growth rate
(PPPin $)
1998-2002
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The  former| 2022547 | 460544 38.1% 6850 100 % 5.2
Yugoslav

Republic  of

Macedonia

Pelagonia 238136 62551 39.9% 6905 101 % 2.4
Vardar 133180 31672 43.9 % 5591 82 % 2.3
North-East 172787 30841 48.7 % 3541 52 % -1.0
South-West | 219741 39589 42.4% 4192 61 % 2.8
Skopje 578144 154914 30.4 % 11964 175 % 8.7
South-East 171416 50559 34.4% 6050 88 % 4.1
Polog 305930 35638 49.9 % 3076 45 % 1.4
East 203213 54779 34.5% 5104 75 % 1.9

b) Programmes to be implemented

The above objectives for the environment and trarisgectors will be implemented through
the current operational programme "Regional Devalem" aiming at supporting the
sustainable development of the former Yugoslav Repof Macedonia.

Adopted by the Commission by decision of 29 Novenf@#7, the operational programme
"Regional Development” was elaborated by the natianthorities, in close consultation with
the relevant stakeholders at national and sub+matitevel in the basis of the Strategic
Coherence Framework.

The current operational programme foresees thastasse in the transport sector should
focus on the continuation of the development of 8wmuth East Europe Core Regional
Transport Network (corridors VIl and X). The piikies shall be progressively shifted from
corridor X to corridor VIII as well as from road tmil. Concerning assistance in the
environment sector, clearly targeted investmentailshfocus on waste water treatment and
solid waste management where the impact to thelatipa and natural environment is the
greatest.

Over the period 2007-2013, assistance u@isnponent llwill be rebalanced from transport
sector to environment sector. The percentage olress allocated to the environment sector
will be progressively aligned with other candidatuntries, in line with the needs of the
country, the development of adequate strategiesragsdtment planning and the capacity to
prepare and implement infrastructure investmenteerenvironment sector.

In a second phase from 2010, it is envisaged t@mtide scope of the assistance in order to
encompass additional activities aiming at fosteringgional competitiveness. The
identification of the priorities to be implementedthe area of regional competitiveness will
start in 2009 with possible support provided@ymponent for institutional building.
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c) Expected results by the end of the covered pedo

In addition to the specific results expected thtougvestments in the environment and
transport sector, a core objectivecaimponents Ilis to support beneficiary countries in the
areas of policy development and project implemémaand management, with a view to a
successful participation in the Community's Cohegiolicy and its instruments, namely the
Cohesion Fund and the European Regional Developferd. A key expected result of IPA
support undecomponentll will be the acquisition of investment planning,pil@mentation
and management capacity, through technical assisiaterventions and through a process of
"learning by doing", and the improvement of capadd prepare, implement and manage
large-scale infrastructure projects in the envirentmand transport sectors following a
Structural Funds and Cohesion Fund approach, ticpkar at beneficiary level.

Following sector specific results are expected:

Transport

» existing deadlocks along corridors VIl and/or Xlvie relieved and deficiencies repaired;
* links with the neighbouring countries and with theropean Union will be improved,

» overall efficiency, sustainability and safety wik improved;

 travel times ad cost for freight and passengeisbeireduced,;

* new jobs will be created,;

» external and internal trade and passenger ovettaffat will be facilitated.

* Environment

 introduction of waste water and solid waste coitecand treatment systems meeting EC
requirements;

 introduction of solid waste disposal systems anffastructure compliant with EU
requirements;

» closure of non-compliant landfills, with prioritp those posing a risk to human health, to
the contamination of natural resources, and whibheaten natural habitats and
biodiversity;

* improvement of environmental protection, to thedférof human and animal health and
preservation of natural resources, natural habétadisbiodiversity;

» improvement of efficiency and sustainability of wasvater and solid waste collection and
treatment systems;

» creation of new jobs in the environment sector;
* enhanced management capability.

Results to be achieved in the area of regional etitiyeness still need to be identified in
coherence with the objectives that will be defidedng the year 2009.
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d) Financial indication

The table below lists the indicative financial waifor major area of intervention:

ENVIRONMENT 35%-45%
TRANSPORT 35 % -45%
COMPETITIVENESS 20 % - 30 %

2.4.2. COMPONENT IV — Human Resources Development

a) Main areas of intervention, strategic objectivesnd choices

There are three main areas of intervention: empémtieducation and social inclusion.
Overall objective

The overall objective of the Human Resources Deraknt component is to foster the
development of human resources, in particular bpraving the quantity and quality of
human capital, leading to more and better jobdhdrigrowth and development and increased
national competitiveness at international level.aWing on the current labour market
situation, the employment sub-component is aimemnatoving labour market functioning
and employment possibilities, especially for vuliide groups (young persons, older workers,
females, minorities and long-term unemployed), a8 as speeding the transition of the grey
economy employment into the formal sector.

Competitiveness of firms in today’s era of knowledzased economy depends on the quality
and quantity of country’s human capital. In thigaed, the education sub-component should
improve quality of the education system ensuring, tbe long-run, greater educational
attainment of the whole citizens. In addition, eation system reforms should increase
responsiveness of this system to the labour mamietls, demands and changes. Education
and training systems should stimulate young pedplengage in sciences, enhance the
learning of entrepreneurship and its inclusion@sdompetence in education curricula.

Main objective in the area of the social incluseub-component is to improve quality and
efficiency of the social system, including poliaydainstitutions, in terms of fast integration of
disadvantaged persons including people with melitaks in the society (and labour market)
and reduction of poverty. It should also prepaeedbuntry to actively participate in the Open
Method of Coordination after the EU accession. Artgtg point for fulfilment of these
objectives is preparation of a national strategysfacial inclusion, which will set objectives,
and define measures and activities needed to adistimpe objectives. It will be prepared in
close consultation with all relevant stakeholdarsluding NGOs.

In addition, the Human Resources Development compioshould prepare the country for
efficient implementation and management of funasnfrthe European Social Fund (ESF).
Therefore, this component is expected to improv#onal experience in this field through
learning-by-doing actions and special interventidmystechnical support. In addition, the
experience gained through the use of IPA funds wilpport the development of the
employment and social policy, especially in areageced by the ESF Regulation.
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Choices

The IPA Regional Development and Human ResourcegelDpment components are to
support candidate countries in policy developmesms, well as preparation for the
implementation and management of the Community®sion policy, in particular European
Regional Development Fund, the Cohesion Fund amdEilropean Social Fund. The EU
structural instruments should strengthen economit social cohesion by reducing regional
disparities and the backwardness of the least dpediregions.

The SCF takes into account the framework and gumielelfor the EU Cohesion Policy for the
period 2007-2013 as established in the Communigt&iic Guidelines on Cohesion, as well
as the MIDP. It also draws on the guidelines andripies defined in the renewed Lisbon
Strategy. The adopted approach is also cohererit wie National Action Plan for
Employment (NAPE)the National Employment Strategy (NE$he National Strategy for
Development of Education 2005-203ndthe future Joint Inclusion Memorandum.

b) Programmes to be implemented

The Human Resources Development Component for p@087-2013 will be implemented
through a single Multi-annual OP (adopted with Cdssion Decision dated Decembeéf 7
2007), covering the three separate pillars of etion of this component: employment,
education and training, and social inclusion.

» Priority axis 1. Employment - Attracting and refam more people in
employment

The aim is to modernise and improve services devdy the Employment Service
Agency (ESA) and develop and implement better actipproaches for addressing
the labour market malfunctioning.

 Priority axis 2: Education and training — Investindhuman capital through better
education and training

This priority axis aims at modernising the edugatemd training systemncluding
the development and mainstreaming of entreprenguislarning in educationjn
order to improve its adaptability to the labour keameeds, as well as promoting life
long learning. In addition, the priority will enguequal access to quality education
for all, irrespective of ethnic origin.

* Priority axis 3: Social inclusion — Promoting aclusive labour market

Axis 3 should foster social inclusion by services persons at disadvantage in the
labour market, training professionals and volurdegwolved in this field, and
enhanced linkages between all partners. In additiois priority axis will aim at
strengthening the civil society capacity to provi¢iguality) social assistance.
Intervention in this axis will also include suppdot the preparation process of the
Joint Inclusion Memorandum (JIM) and its subsequerdlementation, key to an
overall guidance and coordination of social inauaspolicies.

 Priority axis 4: Technical assistance
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The aim is to achieve efficient implementation, manng, evaluation and
expenditure verifications of the OP, as well asupport preparatory activities for
the future management of the ESF.

c) Expected results by the end of the covered pedand measurable indicators

The following results should be achieved throughmndn Resources Component OP:

— Enhancement of employability, social inclusion dnanan capital of people who benefit
from interventions, specifically the following gnost young, elderly, women, long-term
unemployed, persons with disabilities, includingple with mental illness, and minorities.

— Strengthening the capacity of bodies, institutiand important stakeholders in the areas of
employment, social inclusion and education andnimngi in terms of policy design,
implementation, monitoring and evaluation.

Expected

Expected

Expected

EN

indicators priority axis 1:

Percentagef employees who successfully passed the training

Percentagef employees fully supported by up to date IT gyste

Total number of young persons (< 27 years) in egmpknt 30 months after the
completion of the first employment support prograenactivity; 60% women,

30% ethnic communities

Strengthened and enhanced capacities for implet@mtamonitoring and

evaluation of the employment policies

Strengthened and enhanced capacities in relatisodial dialogue

Percentage of young persons in employment 6 moaftes completion of

programmes on improvement of skills and employgbi(60% women; 30%

ethnic communities)

Successfully running businesses two years afteadhieity

Employed people after completion of trainings, 6@%men

LI networked and fully operational

Percentage of successfully running businesses eae after completion of the
temporary administrative support

indicators priority axis 2:

2 and 3 years VET schools introducing modern culgicaccording to labour
market needs

Continuing cooperation of the VET schools with Imesis partners

Multi-ethnical schools introducing reformed curf@uadaptable for a multi-
ethnical environment

Percentage of children attending the next yearchbsl from the assisted Roma
families

Coordinative body for Adult Education is set up d&madctioning

Percentage of successfully developed and testeplgprones

Percentage of successful pilot programmes for aler and fulfilment of
elementary education

Clearly defined learning outcomes associated witinepreneurship education at
ISCED levels 2 and 3, with curriculum adjustmemtd geacher capacities

indicators priority axis 3:

Increased efficiency of social services providersl amprovement of social
service delivery to beneficiaries
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— The percentage of persons enhanced by gender lamdit
— Satisfactory evaluated training programmes

d) Financial indication
The table below lists the indicative financial waidor major area of intervention:

Financial indications — Component IV 'Human Resesievelopment'

EMPLOYMENT 40 % - 50 %
EDUCATION AND TRAINING 25 % - 35 %
SOCIAL INCLUSION 25% -35%

2.4.3. Component V — Rural Development
a) Main areas of intervention, objectives and chogs

Componenv¥ has the specific triple long-term objectives oégaring the agri-food sector to
meet the requirements of the Eddquis helping the beneficiary country to get ready for
effective implementation of programmes under theéofean Agricultural Fund for Rural
Development (EARDF) upon accession and contributinghe sustainable development of
rural areas. Therefore the main policy objectivedancomponenV are:

» Priority axis 1 to improve market efficiency and the implememftatiof
Community standards regarding public health, emwirental protection, animal
and plant health, animal welfare, food quality aedupational safety.

e Priority axis 2 to launch preparatory actions for implementatioh agri-
environmental measures and the "Leader-approachtder to contribute to the
sustainable development and to the developmentiloiigaprivate partnerships in
rural areas.

» Priority axis 3 to contribute to the development of the rural remay with
establishing the -micro and —small enterprisesiialrareas.

Parallel to this activity, it should be consideredlaunch preparatory actions for training

activitiesrelated to training systems by providing accessdiacation for the existing and new

proposed measures. These policy objectives areessllt by specific measures which are
presented in this document and are to be furthiildd in subsequent programming.

1.1. Horizontal issues:

Implementation of the IPARD programme requires vigtictioning and upgrading inspection
services (in the field of public health, environrt@nprotection, animal and plant health,
animal welfare, occupational safety and food qualitd safety). Such services must be able
to control the respect of Community standards ofgmts supported undeomponent \and

to issue supporting documents required for theiegbn of support. The country should
speed up to finalise the registration of agricatdand and real estate cadastre including to
set up suitable administrative structures to operBU instruments related to rural
development. Therefore, the necessary legislatseméwork must be adopted and
subsequently amended accordingly, in order to @énto the present EU legislation.
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The country should start to develop an overall -agsiromental strategy to protect the
environment and maintain the countryside. Pardbethis, the priority shall be given to
develop a local development strategy which willude the local private - public partnership
with a view to the promotion and revitalisationsrofal communities and tan improvement
in their quality of life.

Therefore, further extensions of administrativeusture under the MAFWE and IPARD
Agency for needs of preparation and implementatibadditional measures are required. In
addition, it is recommended that the country ersutee capacity of the strengthening
advisory services to be able to assist the poldntiaeficiaries in applying for assistance and
considers specific actions needed in order toifatlthe access to credits for beneficiaries.

The additional measures to be included in the jarogne will be defined for the last period of
implementations MIPD trough the negotiations betwethe Government and the
Commission. Alternatively, it is recommended thaime of these measures could be
addressed by national schemes or schemes suppgrtgter IFIs.

Considering the complexity of the implementatiosteyn of the IPARD it is recommended to
continue efforts to improve the administration aapes in particular through constantly
training of human resources as well as focusinglearly defined activities.

Technical Assistance is granted for activities teslato preparation, monitoring, evaluation,
information and control activities which are neegsfor the preparation of the foreseen
measures i.e. agri-environmental measures and Leadasures. The elaboration of the
existing rural activities should be a base forftiveher local rural development strategy.

1.2. Priority axes

The following priorities are to be implemented fraime very beginning of programme
implementation.

Priority axis 1:

Under priority axis 1 the potential key issuesaadressed as follows:

— Investments in agricultural production and in pssiag and marketing of
agricultural products to restructure and upgrade #$ectors to Community
standards, to improve their overall performance aimtrease their
competitiveness. Moreover, the agricultural proguctand food processing
sectors should be developed to deliver productsaitisfactory quantities and
quality for the target markets.

— Preparatory activities for measure: setting upptteelucer groups.

The ultimate goal of the pre-accession assistammernncomponent Vis to prepare the
agricultural sector for the EU accession and tleesfthe upgrading of the agricultural
holdings and the food establishments to meet theeBlWronmental, hygiene, food quality
and safety, plant and animal health and animal arelistandards is of high importance.
Support granted towards the achievement of thegztdles should mainly be concentrated
on sectors where the relatadquis standards to implement are particularly compreivens
and demanding like in the dairy, meat, renderingijtf, vegetables and wine sectors.
Investments in food processing establishments ghmalinly target SMEs and should focus
specifically on the weakest links in the productipnocessing and marketing chain of each
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sector chosen according &xquis relevance. Support of investments undemponent V
should be linked to the national plan for upgradifigstablishments. Establishments already
certified for EU markets are not beneficiaries untlARD. Investments in agricultural
holdings should target those holdings which arazach the most Elcquisrelevant sectors.

To achieve the priorities of pre-accession assistaas set out in the IPARD programme, the
measures to be implemented under phierity axis 1shall be as follows: "Investments in
agricultural holdings to restructure and to upgrem€ommunity standards”, "Investments in
processing and marketing agriculture and fishepndpcts to restructure and to upgrade to
Community standards" and "Support for the settipgaf producer groups" in order to
strengthen the position on the market and foodgesiag industry for the local agricultural
producers.

Priority Axis 2:

Under priority axis 2 the preparatory activitiesr fthe implementation of the agri-
environmental measure should start already in 20Q@epare for their implementation after
2009. The framework of those measures shall tahgeactivities as follows:

As regards agri-environmental measures:

— carry out studies to prepare the framework of theasare, including the
elaboration of the measure with defined selectioactions and pilot areas.

— Developmentof practical experience on the agricultural actionsniprove the
environment and to maintain countryside throughrifgonal schemes or donors.

As regards preparation for the implementation eflteader measure:

— Preparation of the local rural development str&edor rural areas should be
initiated.

— Preparation of the institutional framework for theader measure including the
elaboration of the sub-measures with defined selecof actions with the
objective of finalising the measure in the IPARDgramme will be initiated.

In the period leading up to the conferral of mamaget and implementation of the Leader
measure the above mentioned activities will be eteg, as regard the first indent under the
IPARD Technical Assistance measure. In respedt@fecond indent support to the capacity
building may be provided under Component | if nseeg.

Considering the activities for the preparation ofufe establishment of a national rural
development network, the works should start in amlye stage of the programme
implementation.

Priority Axis 3:
Underpriority axis 3the potential key issues to be addressed in cpang:

— Investments to develop and to diversify economioveies in rural areas to help
rural population to build up economic activitiesn(@nd off farm) creating
additional income sources and employment opporasih rural areas.

— Preparatory actions in view to carry out studieprepare the framework for the
introduction of training activities in the progranthis should include the
elaboration of a training strategy for potentiah&gciaries under the programme.
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Considering the high unemployment level in the d¢ourand the fact that the future
reorganisation of the food industries might resaltnegative employment effects it is
suggested that the measure "Diversification anceld@wment of rural economic activities"
will be implemented in order to achieve the godlshe priority axis 3As a result of SWOT
analyses under the IPARD programme identified tleational sector as a weakness.
Successful implementation of the programme dependke availability of training activities
in the rural areas. With actions of preparationtfar vocational training activities should be
considered to support the educational level of m@k beneficiaries under programme
especially targeting two main groups: farmers aguicaltural holders, to provide significant
training requirements under the programme.

Moreover, given the need to improve the rural isiinactures in the country it should be
considered whether the infrastructures could bep@ued under the national schemes or
support programmes of IFIs. In deep sector anaffgsigural infrastructure in rural areas
should be carried out to identify the weaknesséstamprepare the framework of the measure.

b) Programmes to be implemented

The funds from the Instrument for Pre-Accessionigtaace (IPA) for the rural development
Component V for period 2007-2013 will be implemehtérough the IPARD programme,
adopted by the Commission Decision on 25 Febru@882C/2008/677). The programme
will address the main priority axes and a selesteidof measures under each priority. It is
expected that a large number of applications wellgenerated under the programme which
will require sound management of a substantial ramolb relatively small projects. It shall be
implemented during the second part of the finangariod (from 2010 to 2013).
Consequently, assistance will be implemented byo#reeficiary country in the framework of
a system which is fully decentralised managemerd aith ex-post control by the
Commission. The managing authority is responsilde the elaboration of the rural
development programme, the efficiency and corresstioé the related co-ordination as well as
reporting on the monitoring and evaluation of pceession assistance. A sectoral monitoring
committee was established in 2008 in order to noonite implementation of assistance under
the programme.

Financial assistance undesmponend will be consistent with the principles appliedEt
rural development programmes. Assistance will nyalbd granted in the form of support for
private investments undertaken by natural or Iggabons such as farmers, food processing
and marketing enterprises, co-operatives and pesdyroups.

c) Expected results and measurable indicators

Considering the triple objective obmponent \the expected results are as follows:

Priority axis 1:

» Improved income of the agricultural producers;
» A better use of production factors on agricultumalidings;

» Improved production conditions in terms of comptiarwith EU standards;

* Increased added value of agricultural productsuiiinoimproved and rationalised
processing and marketing of products;

39 EN



EN

* Increased added value and competitiveness of dignialiproducts by improving
their quality compliance with EU food quality, htwsl food safety and
environmental standards;

» Improved competitiveness of the food processingstny in selected sectors;

* Improvement of horizontal and vertical cooperatibetween the producer
organisations and food processing industry.

» Improved processing and/or marketing of qualityi@dtural products as well as
better preparation of the implementation of CMOsthe beneficiary sectors
through the setting up of producer groups.

Priority axis 2:

Specific objectives fopriority axis 2will be identified along the negotiations to tgiace in
2008. For the preparations of those measures dapti sector analysis must be carried out.
The expected result for the Axis 2 should be dsvid:

— Finalisation of the preparations actions for thalitahal measures i.e agri-
enviromental measure and Leader at the end of 2009.
— Implementation additional measure after 2009.

Specific indicators to assess output, results amgact of assistance will be defined at
programme level and will be covered by an ex — antduation. The ex ante-evaluation will
be carried out in parallel with the elaboratiortte# local rural development programme.

Priority axis 3:

Improved quality of life of the beneficiary rurabpulation;

Increased income of the beneficiary rural poputatibrough the development and
diversification of on-farm and/or off-farm acties;

Creation of new employment opportunities through dlevelopment and diversification of
on-farm and/or off-farm activities.

Improved development of crafts and marketing oftgreoduction.

d) Financial indications

Priority axis 1: Between 50 to 80%f the overall allocation under the rural developine
component should be allocated to the sustainatdetation of the agricultural sector and
the related implementation of thequis.

Priority axis 2: Between 0% and % of the overall allocation under the rural depehent
component to launch preparatory actions for implaatgon of agri-environmental
measures and the "Leader-approach”.

Priority axis 3: Between20 to 50% of the overall allocation under the rdelelopment
component should be allocated to the sustainablelol@ment of rural areas.

The table below lists the indicative financial waigfor major area of intervention for
ComponenV "Rural Development"
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PRIORITY AXIS 1

50 % - 80 %

PRIORITY AXIS 2*

0%-4%

PRIORITY AXIS 3

20 % - 50 %

*At present stage the allocation foriority axis 2is not defined and it will be subject

to negotiations at later stage.
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ANNEX 1

Indicative allocations to main areas of interventia for the period
2009-2011

INDICATIVE ALLOCATIONS TO MAIN AREAS OF INTERVENTIO N

The former Yugoslav Republic of Macedonia

Component | (Transition Assistance and Instituuilding)

Political criteria

30 % - 45 %

Socio-Economic criteria

10% -25%

Ability to assume the obligations of

30 % - 45 %

programmes

Membership

Supporting programmes 5%-15%
Component Il (Cross-Border Co-operation)

CBC with Bulgaria 24 %

CBC with Greece 26 %

CBC with neighbouring CCs/PCCs apd

participation in ERDF transnational 50 %

Component lll (Regional Development)

Environment

35% -45%

Transport

35% -45%

Competitiveness

20 % - 30 %

Component IV (Human Resources Development)

Employment

40 % - 50 %

Education and training

25% -35%

Social inclusion

25% -35%

Component V (Rural Development)

Priority 1

50 % - 80 %

EN
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Eﬂrligr[i)t)y 2 (not foreseen for the present 0% - 4%
Priority 3 20% - 50 %
ANNEX 2
OVERVIEW OF EC ASSISTANCE *
EC
assistance IPA 2008 TOTAL
2001-2007

Good Governance 70{1 5.2 75.3
of whichPublic Administration 20 1.6 21.6
Decentralisation 55.1 1.35 56.45
Justice and Home Affairs 83|12 1.6 84.8
of which Judiciary 12.7 1.6 14.3

Police 32.4 0 32.6
Border management and customs 41.5 9.45 50.95
Internal Market and investment 35.3 6.1 41.4
climate
Employment and Social Policy 11.38 4.2 15.58
Education 25.82 5.3 31.12
Transport 18.9 8.61 27.51
Environment 12.2 6.79 18.99
Rural development 7.3 12 19.3
Community Programmes 2|8 2 4.8
Others 19.9 3.522 23.322
Emergency Assistance (2001) 31.9 0 31.9
12 The amount under IPA 2008 are calculated withbat@BC allocations for 2007 and 2008, following

the MIFF distribution.
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Total allocations

415.3

66.12

481.422
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ANNEX 3

Contracting and Disbursement Rates under ongoing Pigrammes
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ANNEX 4

CROSS CUTTING ISSUES

The major cross cutting issues to be tackled inftmmer Yugoslav Republic of
Macedonia are:

— Civil Societydevelopment and dialogue, based on the principlpasfnership,
will be supported by the European Initiative forrilan Rights and Democracy
and the IPA financial framework. Civil Society isderstood as defined in the
Communication from the Commission on Civil SociBialogue between the EU
and Candidate Countries (COM(2005) 290 final); thuacludes the employer's
organisations, trade unions, associations of Ieetitfgovernments as well as any
other non-governmental organisation. Ensuring thase groups' concerns are
duly taken into account in the European integrafgenda and enhancing their
policy dialogue with the authorities will be mairesamed in assistance
programmes. A justified balance has to be kept éetwWestern Balkans'
regional activities for civil society and specifictivities along the national IPA
programmes.

— Environmental considerationsvill be duly reflected in all IPA financed acti\ets
in coherence with the European Principles for thevinment. Legal and
institutional harmonization with the environmerg@quiscommunautaire and the
activities of environmental NGOs will be supportadder Component I; the
development of the approximation strategy for teeta, which could involve
IFIs and the private sector could also be suppotteder Component |; and
Components Il and Il will co-finance environmentalvestment projects. In
particular environmental impact assessments argreztjfor any projects likely to
have a significant impact on the environment (ashpe EU Directive on EIA).

— Equal opportunities and non-discriminationwill be respected as regarding
gender as well as minorities at the programming anplementation stage,
particularly in relation to socio-economic suppgagrammes. Potential measures
to address gender issues include: under Componeharmonisation of the
national legal framework with the gender equabiyquis communautairand
support to state institutions and NGOs dealing wgnder issues; under
Component I, support to women entrepreneurs; uegenponent 1V, vocational
training for women and promotion of female employtnend under Component
V, improvement of employment conditions for womaragriculture.

— Furthermoreminority and vulnerable groups' concernwill be reflected in all
activities programmed under IPA, in particular whenoncerns public services,
legislative matters and socio-economic development.

— Specific action instruments for tlgwod governancewith particular attention to
fight against corruption,will be incorporated on a horizontal basis. To this,
particular attention should be put in the prevemtid corrupt practices, mainly
through the promotion of the active involvementcofil society as well raising
political and public awareness.

e EN



EN

CADSES
CARDS
CBC
CEDEFOP
CPVO
DIS
EASA
EBRD
EC
ECDC
EIB
EMCDDA
EMEA
EFSA
EMSA
ERDF
ESF
EU-OSHA

EUROFUND

IA

IFI

IPA
IPARD
Kfw
MIFF
MIPD
NGO
NUTS
PHARE

ANNEX 5

LIST OF ABBREVIATIONS

Central, Adriatic, Danubian and South EaskErropean Space
Community Assistance for Reconstruction, Dewment and Stabilisation
Cross-border cooperation

European Centre for the Development of tfaaal Training
Community Plant Variety Office

Decentralised Implementation System

European Aviation Safety Agency

European Bank for Reconstruction and Develagme
European Community

European Centre of Disease Prevention and@ont
European Investment Bank
European Centre for Drugs and Drugs Addittio
European Medicines Agency

European Food Safety Agency

European Maritime Safety Agency

European Regional and Development Fund

European Social Fund

European Agency for Safety and Health athVo

European Foundation for the Improvemeritiaing and Working Conditions

Interim Agreement

International Financial Institutions

Instrument of Pre-accession Assistance

Instrument for Pre-Accession Assistance fardR Development
Kreditanstalt fur Wiederaufbau

Multi-annual Indicative Financial Framework

Multi-annual Indicative Planning Document
Non-Governmental Organisation

Nomenclature of Territorial Units for Statesti

Poland and Hungary Aid for Reconstructiomhaf Economies
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SAA
SEETO
SME
UNDP
USAID
VET
WTO

Stabilisation and Association Agreement

South East Europe Transport Observatory
Small and Medium-sized Enterprises

United Nations Development Programme
United States Agency for International Deyatent
Vocational Education and Training

World Trade Organisation
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