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1. Purpose (Standard text will be provided by NEAR.A4at a later stage )
This Indicative Strategy Paper (the Strategy Papet3 out the priorities for EU financial-

‘ PART |; INTRODUCTION 4‘* == { Formatted: Space Before: 6 pt, After:

<#>Purpose
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key areas where financiassistancé most usefutomeet the accession criteria. - { eleted: It analysedheeftectsof

. . . . . . . b ; Deleted: stalemate regarding the
The Instrument for Pre-accession Assistance (IDAi#l the main financial instrument to implementation of the SejéHFinci ruling of

: A H H - H H |\ the European Court of Human Rightsid
provide EU support to the beneficiaries in impletiven reforms with a view to BU\\ | the stil outstanding agreement on a
membership. Financial assistance under IPA Il mggbe following four specific objectives;: | comprehensive EU coordination

s H H : : i mechanism on the planning and
(a) support for_ political re_fprms, (b) support _im(_)noml_c, social and terrlt_orlal dev_elop_ment‘,\\ implementation of Instrument for Pre-
(c) strengthening the ability of the beneficiarlesed in Annex | to fulfil the obligations ' | accession
stemming from Union membership by supporting pregine alignment with the | { peleted: (1PA Il) assistance. It takes
implementation and the adoption of the Unamguis, (d) strengthening regional integration | account of the difficult socio-economic
i A . e S et e e - \ | environment in Bosnia and Herzegovina,
and territorial cooperation. Furthermore, the IP/Régulation states that financial assistance | which leads
shall ma_linl)_/ address five po_licy areas: a) refori_m$rep_aration for_EU membership and\ Deleted: increasing dissatisfaction
related institution-and capacity-building, b) seeiwonomic and regional development, c). | amongst the citizens, culminating in the
. .. . . . \ | social unrests of February 2014.
employment, social policies, education, promotidrgender equality, and human resources

development, d) agriculture and rural developmand, e) regional and territorial cooperation. [ Formatted: Font: Itlic )

concentrate on sectprs where agreed strategiesudfidient sector coordination exist and - { peleted: coordination mechanism, |
will take into account the capacities of Bosnia dfdrzegovina to meet these needs:{weted:, ]
Assistance shall be planned in a coherent and ampsive way with a view to best meet

the needs of citizens, in particular minorities antherable people, the civil society, and the

appropriate the thematic priorities for assistaisted in Annex Il of the IPA 1l Requlation,
and the thematic priorities for assistance forittial cooperation listed in Annex Il of the

same Requlation.
Moreover EU assistance is only one of the means to achlevenecessary progress. Wheﬂ*{Formatted: Space After: 0 pt ]

deciding on priorities for action, due account reetedbe taken of the beneficiary's own means
as well as of the support provided through otheri&truments and by other stakeholders, in

possible, to ensure a more long-term, coherentsasthinable approach, allow for increased { Deleted: to

ownership, facilitate cooperation among dongraniglate duplication of efforts and bring { Deleted:

greater efficiency and effectiveness.

to

\\\\\ { Deleted: to
With a view to delivering on the priorities set fBtJ financial assistance for Bosnia and \{Deleted: to
Herzegovina for the coming years, this Strategy ePagets meaningful and realistic - { Deleted: four
objectives, identifies the key actions and actdescribes the expected results, indicates how
progress will be measured and monitored, and sdtsndicative financial allocations. The
priorities defined for financial assistance wilhge as a basis for thevision of the(multi-)

annual programming of IPA Il funds in 2014 2620. The indicative financial allocations - { Deleted: 2017. )
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2 Regulation of the European Parliament and of thenCil on the Instrument for Pre-accession Asst=dPA
1), OJ L 77, 15.03.2014, p. 11.



allow for an appropriate amount of assistance toaip available as a "reward" on the basis
of an assessment of performance and progress meriaal of several years but not later than
in 2017 and 2020 respectively, as defined in thellFRRequlation.

This Strategy Paper may be revised at any timaitigtive of the European Commission. - { Deleted: shall be reviewed in 2017 and
revised as appropriate. It

2. Consultation on this Strategy Paper N {Ddetea also

This strategy paper was prepared2fl4 and revised in 2017 ipartnership with the. {Deleted the

authorities of Bosnia and Herzegovina. The Stated entitylevel governmentsand Jine {Formauea Space After: 0 pt

ministries the Directorate for European Integration (DEI), tNational IPA Coordinator - \{Ddeted:

(NIPAC), EU Member States, international organisations, doramd representatives of the { Deleted: Entity Prime Minister
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PART II: ANALYSIS OF THE NEEDS AND CAPACITIES ﬁ\ N

Bosnia and Herzegovin@iH) is a country with a surface area of 51,209 km? wittd 2

registered at the 1991 censiise to the 1991-1995 war that devastated the opufitday @ | organisations in Sarajevo

Deleted: . Specific consultations on the
1 Political and economic context \ strategic orientation of the strategy paper|
' ' were organised with the joint EU-Bosnia
and Herzegovina working group, a number
. of civil society organisations, EU Membe

population of 39 million people’ The population has declinelom the 4.4 m|II|on\ \ | States, other donors and international

145,324 citizens of Bosnia and Herzegovamne still refugees or internally displaced peréons Formatted: Indent: Left: 0 cm,
******************************************************************** Hanging: 1.5 cm, Space Before: 6 pt,

The largest city is the capital, Sarajevo, whiclindgsne tq395,133 citizens according to the'' | After: 6 pt

2013 census. \\ N \\ { Deleted: an estimated

{ Deleted: 9

The constltutlonal set-up stems from the Annex dvthe Dayton/Parls Peace Agreement\

{ Deleted: 110,380

****** { Deleted: approximately 400,000 peopile.
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and gsymmetncally and facing a lack of functlonal coordlnatlon anadligy- maklng \ \\ {De'ete* Entity

clear accountability and over5|ght lines and meidmas, and théack of a cleatd|V|S|on of '\

\

1

competences and responsibilities continues to umderthe efficiency and effectiveness Of\ camtons

{ Deleted: between the State level, Entiti

delivery of public services agalblic administratioras a whole.

777777777777777777777777777777777777777777777 { Deleted: municipalitie

The fragmentation of the judicial system and of lg& enforcement sector aggravates the

{ Deleted: fracturec

{ Deleted: state governance
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fight against endemic corruption and organised eritrengthy civil procedures, insufficient

enforcement mechanisms and complex administradivs tause legal uncertainty for citizens
and enterprises and are not conducive to econonoiwtly and the attraction of foreign

investments.

Legal provisions guaranteeing woman's rights anddge equality are in place, however
resources of the institutional mechanisms for eéngugender equality remain insufficient.
Women's political participation and their partidipa in the labour market remain low. Laws
and strategies against family violence are in placé their countrywide harmonisation is not
ensured. The financing of shelters for victims ofrestic violence increased, but remains

insufficient. Bosnia and Herzegovina continues ® #& country of origin, transit and {De,eted.

Deleted: EUROSTAT data of 2006/2007.
According to
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¢ Figures are based pn th@13census ifBosnia and Herzegovina /

é UNHCR, DecembgR015: http://reporting.unhcr p[q/rjngll?QZQ 7777777777777777777777777 o { Deleted: 1991, the population was 4.4
%For the purpose of this document, the generateat® to "government” does not preclude the constital | \\ million.

and legal position of executive power in BiH. \ Deleted:
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destination for the trafficking of women, with a joity of trafficking for sexual exploitation,

X X Deleted: Recent global developments ai
begging and forced marriages.

| the way they affected the economy indic te
/| that a recovery in foreign markets,

. . - .. . I'| predominantly in the processing industries,
Economic_growth remains resilient, but growth idl ¢bo low to lead to a noticeable | should continue to drive recovery of Bosnia

improvement in the citizens' living conditions. lortant drivers of growth were domestic ! gﬁq“erzego‘””aseconomy in the mediym-
demand, in particular private consumption, as vesllexternal demands a small open | {Deleted — )
economy, Bosnia and Herzegovina is highly dependamdevelopments in foreign markets
Trade integration with the EU is high, with morenh70 % of exports directed towards the {De'eted metal )
EU-28.The main export products are processed corntie®and raw materials. The range dfw Deleted: machines, instruments, and J
export commodities is not very sophisticated, pomtto a limited competitiveness of the// {Deleted Chemical ]
economy. Export-oriented sectors continue to play an impurteole in the countrys /// {Formatted Highlight ]
)
)

development and tend to be key drlvers of its eodo outcomes, In partlcular/ﬂ i {Deleted , not severely affected by the
'| crisis
/

Wood product,gand textile esre ' the most |mportant components of export arntiea$ame tim /// {F°rmatted H'thlght

important sector, also highly dependent on glotmletbpments The energy sector could/ Deleted: The expected recovery in

/,'| housing construction would accelerate
make significant positive contributions to BosniadaHerzegovina economic growth, both, growth in production of construction

directly as well as indirectly as the recovery ddjan industries increases domestic deman/d materials in the medium term. In addition

for energy. However, this would depend on signifibaimproved cooperation between thé the

entities as regards security of supply, effective functigniof the electricity distribution’ | Deleted: As suficient fiscal space had
7777777777777777777777777777777777777777777777777777777777777777777 — /| not been created in the years prior to the
company, integrated energy markets, and full inddpece of regulatory bodlu failure /| ciisis and high spending commitments had

of domestic producers to meet the quality standezdsired by the accession of Croatia to, | Prevailed, public finances came under .
severe stress when revenues declined in

the EU, albeit limited to some agricultural prodycputs an additional break on export’ | 2009 because of the economic contraction,

expansion.External imbalances have continued to decline, reutain substantial. Trade, | andBosniaand Herzegovina had to resoft
to the international community for external

deficits are still primarily financed by inflows @fansfers, such as remittances, and by Service| support. Fiscal adjustment measures agreed

! . .
Xports. with the International Monetary Fund
exports / (IMF) and the World Bank contributed to

H H H _Ori 8 gradual consolidation of public finances i
[39,3["5%, _'EUJQ' Herzegovina has 7sj[r7efngj[her]ef_q ,'t,S,QQ”,Hi"ﬁ!@ _market-oriented f,ef(?f[“,% andits | 35105011, However, fiscal imbalances
authorities have adopted and started to impleme20il5 a Reform Agenda with plans for | increased again in 2012 linked to the

H H H H 0, H worsened external environment and
economic and social reforms. Since 2014 the ecodm_mcontmu_ed to recover (3% GDP in | f e e economic activity, In 2013 th
2015), government accounts are close to balancéhandcrease in public debt slowed down. | consolidated budget deficit decreased to

i H H i H it g 1.0% of GDP compared with 1.9% in 201P2.
Yet, _q_rowth is_still too low to lead to a no_tweabuknprovement in the citizens' living In September 2012, the IMF Board
conditions. The speed of catch-up has remained artiom slowest in Eastern Europe. Per | approved a 2-year Stand-By Arrangement
B 0, H H (SBA) totalling SDR 338 million (Euro
c_aplta GDP was only 29 % of the EU average in Munemplovment has_ remained VETY | 405.3 million) and aiming to counter the
high, particularly among youth. External imbalantese continued to decline, but remain | effects of the worsening external

H t A~ i 0/ i H environment, strengthening fiscal
substantial. The trapl_e deficit was reduced fron® 29.in 2014 to 26.4 % in 2015, while the sustanability and Improving the resilience
current account deficit decreased from 7.5 % of GDP014 to 5.6 % in 2015. of the financial sector. In January 2014 the
) . Executive Board approved a 9-month
In September 2016, the IMF approved a requesiriantial support under a 3-year Extended | extension and augmentation of the SBA by
Fund Arrangement (EFF). The EFF will assist ecomoraforms in Bosnia and Herzegovina 5:;,‘;;3;ﬁe‘;‘g';";a?a’r?g:;?gg:‘y'?,?ﬁ‘;te
by filling the country’s balance of payments newedth approximately €554 million. This will 2014. Following a delay since Fe[ 4] he

support structural reforms and create the conditfonincreased employment opportunities. /{Deleted: 445

5%

H H i it i i // Deleted: 2013, however, declining by
Despite tentative signs of recovery, labour madatditions are still extremely difficult. /| == Lpercentage point from the provio

Unemployment remains very higind stoodat 41.6 % in July 2016. Employmenin the /~ | year. The number of employe

public sector continuedo account for dargeproportion ofemployment(31.2 % in 2015).. - { peleted: administration continu ]

Unemployment is partlcularly h|gh among the VOUWIPlIﬂaUOH @é% ,fQ[ ,p,ep,p,le, ,a:g,e?d Deleted: rise throughout 2013 and the
between 15 and 24, according to the LE&L and the labour marked participation of first five months of 2014, thus further
women is low. The education system does not sefiity respond to the needs of the labour . |.1cresing the size ofthe aready
market and life-long learning concepts are not tiged. The economic crisis has mcreased Deleted: public sector, reaching some }
the social exclusion and social protection risks \falnerable groups, from which Roma -

continues to be the most vulnerable. Refugees atainally displaced persons still have

"

{ Deleted: .
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problems with economic reintegration and accedsetith care, while the non-portability of
social protection rights and pension rights betw#®sn entities remains one of the main /
obstacles to sustainable return. /

The private sector in Bosnia and Herzegovina otdwly recovers from the effects of the’

transparent business procedures pose serious lelssfac domestic and foreign mvestment\ >
The small and medium enterpris'SME) sector remains the backbone of Bosnia and

Herzegovina's economy, but struggles to develop mtfully competitive and sustainable
force_also due to lack of access to credind suffers from administrative and regulatory
burdens.

\\\
\

Country-specific enlargement strategy

~

2.1

Bosnia and Herzegovina is a potential candidateEtdrmembership. The Stabilisation and
Association Agreement (SAA) between the EU and Bosimd Herzegovina was signed in
June 2008 and is ratified by all Member Stgiése EU initiated in DﬁeﬁcfernﬁbﬁerngA afrenfeyved
approach to Bosnia and Herzegovina, which provifies the re-sequencing of the!
conditionalities in _order for the country to proggetowards the EU and address the
outstanding socio-economic challenges it faceds T to the entry into force of the'!
Stabilisation and Association Agreement betweennioand Herzegovina and the EU on 1‘
June 2015, replacing the Interim Agreement (IA)akhinad been in force since 2008. In July\\
2015, the country adopted and started to impleragReform Agenda aimed at tackling the |

difficult_socio-economic_situation and advancinee tfudicial and public _administration !

\

reforms. Its implementation has continued with. $eptember 2016 the EU Council !
considered that meaningful progress was achiewsdrtts the implementation of the Reform
Agenda and invited the European Commission to sulimopinion on the EU membership
application from Bosnia and Herzegovina, submiiteBebruary 2016

bilateral traditional trade with Croatia. The sigmiof the protocol is pending. The suspenSion\
of the Autonomous Trade Measures will be lifted eilte protocol on the adaptation of the
SAA will be provisionally applied.

In 2011, theCommission launched the structured dialogue oricgidb assist Bosnia and

Herzegovina in consolidating an independent, effectefficient and professional judicial
system.The dialogue continues on crucial rule of law nratte

The _EU enlargement strateggnd main_challenges 2014-20Zcknowledges that the - {F°"“att8d

accessmn process today is more rigorous and cérepséve than in the past, not only due to’ {Deleted new

the evolution of EU p0I|C|es but also due to lesstearned from the previous enIargements

prioritises reforms related to rule of law and fanwental rights, economic qovernance and{weted past is

improving economic competitiveness, and strengtigedemocratic institutions

The rule of law will remain at the heart of the agkement process. The new approach,\
endorsed by the Council in December 2011, meangthentries need to tackle issues such as
judicial reform and the fight against organisedneriand corruption early in the accession '
negotiations. Bosnia and Herzegovina will have ustan the momentum of reforms over '

time in the key areas of the rule of law, particylgudicial reform and anti-corruption policy,

* ( Deleted: 2013
\

| [
\
\

: { Deleted: ©

Deleted: In addition, the severe flooding
of May 2014 is estimated to have caused
damages and losses at 15% of GDP and
economy is expected to contract in the s
run. There will also be a further strain on
public finances, raising the fiscal deficit,
while the trade deficit is also likely to com
under pressure after it had substantially
decreased in 2013 to 30.5% of GL

{ Deleted: 9

Deleted: The failure to put in place
structural and institutional reforms has

)

{ Deleted: Medium Enterpris J

Deleted: As an immediate response to t
socio-economic concerns of the citizens
Bosnia and Herzegovina, the EU launche
in May 2014 the Compact for Growth
initiative through a Forum on Prosperity
and Jobs. The conference and subseque
follow-up events in July identified
economic policy measures, the so-called
Compact for Growth, which target key
economic issues including on labour
market, business environment, investme

It is expected that the political parties in
their economic programmes will take up
'| these measures.
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independence of key institutions, freedom of exgmes anti-discrimination policy, the
protection of minorities, and develop a solid traekord of reform implementation, thereby
ensuring that reforms are deeply rooted and irgdhler. The full and timely implementation
of the relevant strategies and the action plantkdrarea of rule of law and fundamental rights
will be essential in this regard.

The global economic crisis has underlined the niedall countries to strengthen their

economic governance, improve competitiveness, aadte€ a more stable and transparent

business environment to attract investments amdutdie growth. The enlargement strategy

sets out proposals to support this aim, includingamcement of economic policy and its

governance through the introduction of annual EctndReform Programmg&RP), which - { Deleted: National ]

includes competitivenesmdgrowth as well as action plans for publidministration reform = - { peleted:,

and publicfinancial managementhe ERP process is in place since 2015 and wilhaliith - *{De.eted: biennial Competitiveness and}
the Country reporting to prepare Bosnia and Herviego for the European economic [ Growth Programmes

semester. In the 2016 ERP, the country authomtiesented an ambitious, back-loaded fiscal

consolidation path, substantially lowering botheewe and expenditure. However, this is

mainly achieved by reducing spending through thepmiportionate use of delaying

investment, which raises particular concern. IngarERP policy guidance measures agreed

at the Economic and Financial Dialogue on 12 Mai/=?fave not been implemented.

There is also a need to more intensively strengtiemocratic institutions and make

democratic processes more inclusjgeiblic Administration Reform (PAR) is one of theyke - Deleted: Further progress with public
pillars of the enlargement process and is addrewedgh six core dimensions which are ?o‘j'r“gjcl'f‘sﬁ"gg?yrgfgmj‘?ﬁtﬁ,’;“[ggggg{"gﬁ
closely inter-linked: a professional and depolééd civil service; a good policy planning | are cross-party platforms for EU
system with clear policy and legislative developtemcedures and processes; well-defined Lntegration.

accountability arrangements among institutions aetlveen administration and citizens;

efficient _service delivery (administrative proceelsir e-government) to citizens and

businesses; a sound public financial managemerermysand a comprehensive strategic

framework that addresses all other core dimensiBosnia and Herzegovina has expressed

commitment to address PAR in line with the Prinespbf Public Administration, which the

OECD/SIGMA has developed in close cooperation withEuropean Commission and which

define the core dimensions of PAR in detail.

Finally, good neighbourly relations and regionabjeration are essential elements of the { Formatted: Space After: 0 pt ]
Stabilisation and Association process.

2.2 Relevant national strategies

The Reform Agenda and its Action Plans, adopted?0i5, serve as the overarching
framework identifying main priority areas for taicld the difficult socio-economic situation

and advancing the rule of law and public adminigirareforms. Elaboration of a number of
sector strategies is foreseen under the six areasred by the Reform Agenda: public
finance, taxation and fiscal sustainability; busmeclimate and competitiveness; labour
market; social welfare and pension reform; rulelas and good governance; and public
administration reform.

Strategies exist for most of the sectors mainlghatlevel of thgntitiesandcantons, ando a /{Deleted: Entities

lesser extent at thetate level. However, most strategies are not harmonesed do not  { peleted: Cantons,

provide for a countrywide implementation of the Bcuis. The few exceptions are th\e\\{De,eted: State
Public Administration Reform Strategiexpired atthe end of 2014, but continues to pe,{oeleted: (PAR)

implemented), the 2014—-20D8stice Sector Reform Strategyhose Ap;igpflgpﬁifsfge;mjing\\{Deleted_

the Annex VIl of the Dayton Peace Agreement (Refugees atetrially Displaced Persons, | Deleted: IsRs

including the Sarajevo Process), the Roma Strataggl the Strategy for Development of ~Deleted: amex
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Statistics of Bosnia and Herzegovina 2020. Somthefstrategiepave expired and need to. - | Deleted: expired or will expire before

be updated. New country-wide strategies have beepted since 2014, such as the 2016 | oA stars ;"edmnﬁgtdstt‘;aﬂ’gg‘fgsz";ﬁﬁé“h '
2030 Framework Transport Strategy and the 2016—2Zaflic Procurement Strateqy. More | are not based on a country
strategies are under development such as the P#llministration Reform Strategic

Framework the Public Financial Management Strategg the Employment Strategy. A

national programme for the country’s legal appradiion with the EUacquis — a legal

obligation under the SAA — has yet to be adoptedakiesses common to most strategies are

the following: they are not based on a country-witktional development strategy or

European integration strategy, they are not budget® medium term expenditure and

performance management frameworks exist, and omlteld sector and donor coordination is

available.

Former EU assistance delivered a number of dredtegjies (e.g. the country development
strategy, the SME development strate@nd strategic documents (e.g. in the area of
environmen); however there igetno political agreement to adopt and implement them

Observatory (SEETO), which was identified as thelidative extension of the Trans- - { peleted: eas ]
European Transport Network (TEN-T) into the WestBaikan region, and to the targets of

the South East Europe 2020 (SEE 2020) stratBggnia and Herzegovina is a party to the

Energy Community Treaty since 2006, though it camgs to fall behind in fulfilling its treaty

obligations, particularly on alignment with the ithEnergy Package in electricity and gas.

Bosnia and Herzegovina is part of two EU macroaeai strategies, namely the EU Strategy
for the Danube Region (EUSDR) and the EU Strategyttie Adriatic and lonian Region
(EUSAIR). These strategies seek to bring togetlmh lEU Member States and non-EU
countries to address common challenges and pdteittithe concerned macro-regions. They
are focusing on improved connectivity of transorti energy networks, better environmental
protection, sustainable tourism actions, and secanomic development measures in the
geographically specific context, and they aim t@iave the cooperation with EU Member
States and to facilitate the preparation of cartdided potential candidate countries for EU
integration.

2.3 Conditions for managing IPA Il funds

Jn order to benefit from support through a secfgpraach the chosen sector should have an- { Deleted: 1

existingstrategy that ibased on a budgeind hasa medium term expenditufeamework,

777777777777777777777777777777777777777777777777777777777777 2 - [ Deleted: strategies should be
with sufficient capacity of the lead institutionchaperformance management framewarkd - - { Deleted: ,
it shouldpe linked tosector and donor coordinatjom addition in the particular case of ( eleted

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, —

Bosnia and Herzegovinasector approactshould facilitate a countrywide harmoniséd\{oeleted_ addres

implementation of the Elacquis. None of the sectors envisaged for support byrtee \{De,eted. and
instrument appears at present suitable for sugphostigh a sector approach. However, the. .

EU will continue to support the preparation anddged implementation of suitable strategies. { Formatted: Highiight
In particular, EU assistance aims to create theaa#es for strategic planning and the

preparation for sector support. Until sectorsraagure for support through a sector approach,

the assistance will be provided through stand-alaogons, prepared in line with valid

strategies.

:and

U )

IPA funds in Bosnia and Herzegovina will be manageainly through direct management.
Bosnia and Herzegovina has not made the necessgpgrations for indirect management of
EU assistance.

Bosnia and Herzegovina will be eligible for sedioidget support, if the following four pre-- *{Formatted: Space After: 0 pt ]
conditions are met: a stable macro-economic framleweo credible and relevant programme




to improve public financial management; transpayesned oversight of budget; and credible
and relevant sector strategies consistent witlEtheccession strategy. Once these conditions
are in place, sector budget support can be providdgtose sectors where there is a good
strategic basis for implementation of reforms.

2.4 Donor coordination and complementarity with other BJ assistance __ { Deleted: 1

A/

The main donors in Bosnia and Herzegovina are thegean Union, Germany, Sweden, - { Deleted: 1

Switzerland, Norway, the United States and the adhiNations. Many EU Member States
provide targeted assistance in specific sectors)tkrnational Financial Institution$Hls) —
the European Bank for Reconstruction and Developr(feBRD), the European Investment
Bank (EIB), the Kreditanstalt fir Wiederaufbau (KfWhe International Monetary Fund
(IMF) and the World Bank - provide loans for the develeptrof Bosnia and Herzegovina's
economy.

The responsibility for donor coordination in Bosrdaad Herzegovina is split between the
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Treasury (MoFT) for other donors and IFI. Consiuttas with donors take place also at lower
levels of government. The MoFT regularly organi§emor Coordination Forum meetings
and publishes annually donor-mapping reports shgviire donors active in Bosnia and
Herzegovina and setting out their contribution égter.

Moreover, the EU Delegation holds regular coordomaimeetings with EU Member States
(MS) to exchange policy views and to streamlineEieand MS assistances for Bosnia and
Herzegovina to be coherent and complementary.

The EU Delegation cooperates with other donorsutinoits regular participation in the - { Formatted: Space After: 0 pt

Donor Coordination Forum meetings, which are orgrahitwo to three times a year by the
MoFT. In addition, in the sectors justice and atiruption, where the EU is a lead donor, it
organises more frequently donor sector coordinatieetings, and it closely cooperates with
the United Nations (UN) family organisations ane fifrls on joint projects in Bosnia and
Herzegovina.

2.5 Consistency with EU policies

| Financial assistance in the priority areas idesifin this strategy paper will be granted in line- | Deleted: 1

with and in support of the enlargement strategyBfosnia and Herzegovina. It will be shaped
to be consistent with EU policies in the same areparticular with the Europe 2020 strategy
and applicable macro-regional strategies EUSDREUOSAIR, the flagship initiatives of the
EU to boost growth and jobs, as well as the climadécy objectives of the EU. The
objectives set until 2017 reflect the level of emmic development and the stage in the
accession process of Bosnia and Herzegovina.

The objectives agreed under the SEE 2020 Strategimgportant benchmarks for the referm - { Formatted: Space After: 0 pt

efforts of Bosnia and Herzegovina and financialisissace under IPA 1l will be used by
Bosnia and Herzegovina to support meeting thesehoearks.
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‘ PART Ill: THE OVERALL DESIGN OF PRE -ACCESSION ASSISTANCE TO THE COUNTRY ‘

Bosnia and Herzegovina jsackon its EU accession path pfqdﬁhqsﬁ started delivering. The. - { Deleted: on a standst )
adoption of acoordination mechanism 1IE1LJ ‘matters in 2016 is mecessargtep, yvfhpﬁsgfylr\\ { Deleted: European pre- ]

functioning is expectedo_supp ,rIr,efQUUS in areas where competences ,a,r?ﬁh%r,e@i@@tw { Deleted: . Despite the EU's efforts, }
Bosnie

Deleted: Herzegovina's political leaders

EU financial assistance in several sectors, inolydénergy, environment and aqucultu‘ could not agree on the implementation of
the Sejdé-Finci ruling of the European

remains precluded by the absence of country-widtosstrategies establishing the domestic, T

Court of Human Rights and on the
priorities for funding, as well as by the lack ofauntry-wide public financial manaqemeht | establishment of a comprehensive EU
strategy. The adoption of a framework strategytffier transport sector in 2016 is a first step\‘
towards EU support to this sector. "\ Deleted: e 2013 Bosria and
\ Herzegovina Progress Report, it is
becoming increasingly difficult to justify
providing pre-accession funds to a country

whose political representatives are not
wiIIing to reach consensus

\\{ Deleted: . As the Commission concluc J

fundamentals of the EU integration process (ruldasf, democracy, fundamental rights
economlc governanceubllc admlnlstratlon refornand the legacy of the past) as well as to \

| Deleted: to move forward on the pre-
|| accession path. Without such consensus
' there

| || Deleted: a strong risk that pre-accessio
i assistance will not produce the

Deleted: results.|
‘ To mitigate these risks, the Commission
concluded that in the absence of a
|| comprehensive EU coordination
mechanism, which is a pre-condition for
' supporting

Deleted: , a full-scale support is not
justifiable. Furthermore, the Commission

conditioned the investments, in particular|in
Paris declaration on aid effectiveness, suppottbmlbased on Bosnla and Herzegovina's own transport and environment mfraﬁ’tmcture, to

sector reform strategies. Where such strategiesnato exist, IPA II will support the\ tft\equptionOfcoumwwidesecwf
strategie

. . . N . e Deleted: The Commission thus signalled
development of countrywide strategies will be aafalé in the European Integration Facilitie that the EU is not walking away from

foreseen under each annual IPA programme 2014-28h@rt-term technical assistance Sosniadand Terzfgovina, but thati'g

| emands political commitment to the
provided under the Technical Assistance and InftionéExchange instrument (TAIEX) will European Integration process.
also continue in all sectors.

Deleted: In

The Commission stands ready to initiate the inolusif further sectors for IPA support in !
this Strategy Paper, including where justified witie allocation of additional funds When ‘
Bosnia and Herzegovina adopts the relevant courdeystrategic documents.
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‘ Governance in Bosnia and Herzegovina is highly deaksed, with competences d|V|ded H

the commitment of Bosnia and Herzegovina to meetRhnciples of Public Administration

between the State levedntities cantons and municipalities. IPA assistance rdsp#® ' || Deleted: thus building up a
constitutional competences and the division of sasbilities among the different Ievelszf “ E‘fm;i{‘eﬁgs“’e coordinating mechanism F”
government, as well as the specific needs of diffemctors at various levels involved in " \[Deleted il bo ]
programming, managing and implementing pre-accessesistance. \
) ) ) ) ) o ) \\[ Formatted: Space After: 0 pt J
‘ Keeping in mind the importance of public adminita reform in the enlargement process, ( Deleted: Enites )

| ® These are the Justice Sector Reform Strategy (J$RSNational War Crimes Strategy (NWCS), the [Rub
Administration Reform (PAR) Strategy, the Stratdgy the Implementation of the annex VII of the Daty
Peace Agreement (Refugees and Internally Displ&=zdons, including the Sarajevo Process), and tieaR
Strategy. A number of development strategies adirgdocal SME's priorities and relevant for loogtegrated - Deleted: The JSRS already expired and

| development have been adopted at municipal, canémuentities leve). - :‘n%':ﬁspf;ggg);mn“eﬁﬂ;"tﬁ:;?Sdate

ongoing.




and the commitment of the EU to the Better Regoatigenda, the key elements of public
administration reform shall be systematically addeal in all sectors. IPA |l assistance should
especially ensure the Better Regulation approadiereby policies and legislation in all
sectors are prepared on the basis of best avadsfdience (impact assessments) and in an
inclusive manner by involving the relevant interaatl external stakeholders in the process.

democracy and rule of law and competitiveness aoaitf, ) { Formatted: Space After: 0 pt

L. Democracy and Rule of Law | Deleted: 1

U J

This first pillar will cover two key sectors: dentacy and governance, and rule of law and { Formatted: Font: Not Bold
fundamental rights.

1.1 Democracy andgovernance <~~~ | Formatted: Indent: Left: 0cm,
7777777777777777777777777777777777777777 N Hanging: 1.5 cm

Governance and public administration reform are pagrities in the enlargement strategy.
Strengthened democratic institutions, an inclugleenocratic process, a strong role for the
civil society and further progress with electorpirliamentary and public administration
reforms are key for the accession process.

‘[ Deleted: Governance

Bosnia and Herzegovina's public administration gndlic financial management systems- { Deleted: in particular its economic }
governance

services to citizens and businesses. This incltrdeseed for further overall reform of public L mechanisms in the EU and

administration, including among others improvedigolplanning and coordination, more
efficient public service management and a comprgkenpublic financial management
reform. Corruption remains a serious problem inrB@sand Herzegovina's public sector.
Governments have to strengthen their integrity &erks to create an effective and
accountable public sector and to enhance the ptiemendetection and repression of
corruption via relevant legislation, institutionsdacivil society partners.

1o ensure a more efficient, effective and accodatatbministration and improvedelivery of - { Deleted: and the economic coordination}

The focus of IPA Il assistance will be on the inmpéntation of principles of goed- - { Formatted: Space After: 0 pt )
governance and improving the public sector managemi@ particular to strengthen

economic governance, public financial managementplip service delivery and

administration reform, as well as on the fight agaicorruption. In addition, the statistical

system needs to be considerably strengthened.

1.2 Rule of law and fundamental rights < - - - Formatted: Indent: Left: 0 cm,
Hanging: 1.5cm

The rule of law is at the centre of the enlargenstrategy. As a potential candidate, Bosnia
and Herzegovina has to ensure that its judicianyjntependent, impartial, efficient and
accountable, and that its law enforcement agerttéee the capacity and support to fight

{Deleted: and
/{ Deleted: fractured

judicial efficiency, a large backlog of civil andiminal cases remain. Moreover, non-

harmonised criminal and civil court practice andaw®esses in enforcement impair the - gz'::;:s and interferences by other

. . . L . Deleted: d ine it
including from political influence, remains to béremgthened. As regards enforcemem\{ cleted: governmer undermine |

{ Deleted: . Similaily

insufficient cooperatiopmonglaw enforcement agenciesid between therand prosecution: | Deleted: efficiency and independence o
ffffffffffffffffffffffffffffffffffffffffffffffffff . | the law enforcement due

services impairs their preparedness to fight cdiwnp economic and organised cripend -
terrorism
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legal framework is in place, its implementation aadforcement remains uneven. In

particular, political and financial pressure on thedia has increased and intimidation and
threats against journalists and editors as welp@arisation of media along political and

ethnic lines are a matter of concern.

The focus of IPA Il assistance will be on enhanding effectiveness, accountability and<the { Formatted: Space After: 0 pt )
efficiency of the judiciary, enhancing justice faitizens, fighting against organised crjme - { peleted: anc ]
corruptionand terrorism prosecuting war crimes, and on the enforcemerfunflamental

rights.

2. Competitiveness and Growtp “ - -{ Formatted: Font color: Auto

This second pillar will cover two key sectors, catigeness and innovatiop, gq%qtton {E;g':‘i\t:fod Font: Not Bold, Font

Formatted: Heading 2, Space After: 0

and rural development, energy pt, Hyphenate

employment and social policiesansport, environment and climate action andcaljure N {

(N L, W | W

2.1 __ Competitiveness and innovation, " { Formatted: Space After: 0 pt
Deleted: local devel t strategi d
A lesson learned from the implementation of assesgor social and economic development ( ;’ca de"e Op”:” strategies a
Formatted: Indent: Left: 0 cm,
is that the Commission has to change the strasggpcoach for the delivery of assistance. A {Hangmg 15 cm J

continuation of the traditional approach of promgtichange via the development of:
strategies and policies at State and Entity levehiikely to lead to the desired results. Rather
IPA 11 will focus on providing support to partneiph for economic and social development at
the local level, building on the existing local dédpment strategies and the operational
structures involved. An integrated approach airmaedtrengthening SMEs competitiveness
and innovation, including through increased redeasapacity, employment and job creation,
as well as social inclusion, building on partngpshat local level, including municipalities,
SME, education and training institutes, as wellcadl society, is more likely to create a
dynamic for economic and social development in Bogmd Herzegovina. This approach
will also allow providing support for the developmt@f rural areas in the absence of progress
regarding the instrument for pre-accession assistémrural development (IPARD), as well
as addressing issues of economic sustainabilfiydal areas for return and displacements.

{Deleted local development strategies J
Formatted: Space After: 0 pt J

2.2 Education, employment and social policies <~~~ | Formatted: Indent: Left: 0 cm,
Hanging: 1.5cm

Unemployment remains very high, in particular angingouth, and grey economy and
informal employment are common. The education systdo not sufficiently respond to the
needs of the labour market and labour and employmstitutionsand servicetack capacity
to implement active labour market measures. Samalices lack capacity to evaluate the
needs of vulnerableategories and assess the requfirancing to provide the appropriate - { Deleted: and )
support.

The already complex education system lacks polayraination. Qualification standards are
not systematically applied. There are no comprefiergolicies to address social inequality
and inclusive education, therefore the access lofevable children to education is limited. A
reform of the education, employment and social®scis indispensable for the social and
economic recovery of the country. IPA Il will focos the reform of labour and employment
institutions, the development of active labour neanineasures, the reform of the education
system and the further development of a coordinagedis based approach for social services.

- - Deleted: Finaly, while )
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2.3 Transport, environment and climate action and agriclture and rural
development, enerqy

11



IPA assistance to the transport sectois in line with the SAA commitments and the EU
Enlargement Strategy and is therefore essentidgwiolg the adoption of a 2016-2030

country-wide framework transport strategy and actiban in July 2016, based on related
entity strategies This sector covers capacity Imgld policy development, legislation

approximation and investments in transport, inefional and EU integration of the road and
rail networks, aviation as well as inland navigatand ports.

Concerning environment and climate actionthe main needs in the sector are related to the
progress in_acquis transposition and complianceluding compliance with the so-called
'investment-heavy' EU directives primarily in thelds of water and waste management. In
this regard, financial assistance should encompasme hand capacity building measures at
all levels of the administration that have a ralémplement obligations in this field, and on
other hand infrastructure investments to suppcet fblicy objectives, particularly in the
waste and water management. IPA | assistance dsliveutputs comprising country-wide
strategic _documents (e.q. draft Environment Apprmtion Strategy, Directive Specific
Implementation Plans, for the four selected heawestment EU Environment Directives,
draft Environmental Policy, etc.) that could faeite approximation in the area of
environment with the EU acquis. It would also cimtte to fulfilling the requirements of the
SAA to which the Bosnia and Herzegovina is a signaparty. Assistance under the new
ISP 2014-2020 is conditioned by the adoption obmpgrehensive country-wide strategy in
the environment sector.

The low levels of productivity and competitivenesswell as of the living conditions in the
rural areas requirsupport within the agriculture and rural development sector. IPA |l
support is needed for creating an efficient, snatsle and innovative agro-food sector which
is competitive in the EU market and offers emplogesocial inclusion and better living
standards for farmers and the rural populationn8amplementation of agricultural support
measures strengthening business approaches ansk aocanformation and markets; food
safety, veterinary and phytosanitary services, aadtrols functioning in line with EU
directives, require IPA |l assistance with speai#ntion to potential export markets.

Assistance under ISP 2014-2020 is conditioned byatipoption of a country-wide strategy in
the agriculture and rural development sector.

IPA Il assistance in the energy sectois essential to ensure fulfilment of the committsen
undertaken in the context of the Energy Communitgaly as well as to support the
implementation of relevant EU policies and energygéts as mirrored in the accession
agenda, such as the 20/20/20 Strateqy as weleadsWWhRoad Map 2050. Assistance under the
new ISP 2014-2020 is conditioned by the adoptioa cbmprehensive country-wide strategy
in the environment sector.

3. Cross-cutting issues

While programming IPA |l assistance, specific attentiali be paid to a number of cross-
cutting issues that impact more than one sectortla@fore require action in many of them
parallel. These includeinter alia, the prevention of and fight against corruption,
environmental sustainability and climate action,ndgr equality, anti-discrimination,
strengthening of democracy, human rights and sdliety participation, as well as protection
of cultural heritage as appropriate. Climate retévexpenditure will be tracked across the
range of IPA Il interventions in line with the OEADAC's statistical markers on climate
change mitigation and adaptatiohihe cross-cutting issues concerning civil sociggnder
equality and the Roma minority, are detailed al®vas.
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3.1 Civil Society

An empowered civil society is a crucial componehaioy democratic system and should be
recognised and treated as such by governmentitistis. Cooperation with civil society and
involvement of citizens in policy dialogue are vémyportant components of the accession
process. Due to its fragmented administrative sine¢ Bosnia and Herzegovina needs to
develop at all levels of governance a strategiméwaork and institutional mechanisms for
cooperation with civil society organizations (CS@sld involvement of citizens in policy
dialogue. Progress so far includes the establishmiethe eConsultation web platform and
the adoption of new agreements with CSOs by BiHnCdwf Ministers, and Biko District

government.

Consultations with civil society are not systemafitajor improvements are still needed,
including the establishment of Sector Civil Sociédyganisations (SECO) mechanisms,
sufficient and transparent public financing for GS@nd a new law on tax exemption and on
the promotion of volunteerism.

Assistance for civil society under IPA Il shall beveloped in close cooperation with BiH
Ministry of Justice and its Department for Civil&ety. In order to support the strengthening
of the existing legal framework and its implemeiotat the capacities of government
representatives and CSOs need to be further deagblapd political commitment for steering
this process needs to be ensured.

3.2 Gender equality

Legal provisions and institutional mechanisms goi®ing woman's rights and gender
equality are in place, however resources remaiuofficgent. Women's political and labour
market participation remain low. Laws and strategigainst family violence are in place, but
their countrywide harmonisation is not ensured.

The new EU Gender Action Plan 2016-2020 makes indatory for all EU actions to be
informed by a robust gender analysis. Thereforenxdge mainstreaming through IPA I
financial assistance shall be ensured by all st@kens and implementing partners
throughout all programme cycle phases. |IPA assistaghall include an assessment of
situations and needs for women and men and transliato indicators, activities and results.

Bosnia and Herzegovina has adopted the 2015-20a#hefwork strategy for the
implementation of the Convention on preventing aochbating violence against women and
domestic violence; the BiH Gender Agency is resfiador its monitoring.

Although the legislation is in place, institutioreadpacity to implement it remains one of the
most serious challenges. Gender inequalities argleemed as a major issue in society, and
remain in the shadow of ethnic divisions and dfical economic and social protection issues.
Gender issues can be addressed more effectively imhepmbination with other inequalities,
thus ensuring the commitment of all relevant in$tins. The effects of gender
mainstreaming through a systematic, consistentomgbrand full coverage would achieve the
highest impact on society at large.

Some progress has been made with regard to thdiawdad the EU Gender Action Plan
(GAP) and its implementation. The selection of G&Mrities and indicators to be monitored
and reported on is ongoing and will be very reléwarhe programming of future IPA II.

Assistance for gender equality under IPA 11 is rectended and shall be developed in close
cooperation with BiH Gender Agency and entity Gandentres. The assistance could cover
issues such as Strengthening institutional mechené all levels of government; Increasing
capacities of gender focal points in the relevamtistries and DEI; Enhancing capacities of
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local gender commissions; challenging existingesibpical views on and attitudes towards
women's and men's roles in private and public gshdncreasing political participation of
women; Increase employability of women in ruralesteAddressing gender-based violence .

In addition, gender mainstreaming of all EU progna@s must be ensured, indicating clearly
that projects address problems and needs spegifioth men and women. Gender-related
issues should be included in a clear and appr@fbyiatructured problem analysis. Sex-
disaggregated data shall be used throughout thliggmmoning cycle.

3.3 Roma

Western Balkan countries, impaired by social exolusdeep poverty, and limited access t0 { Formatted: Adjust space between
healthcare, education and training, housing andi@ment. IPA Il will support Bosnia and Latin and Asian text, Adjust space

- - - n - - . . between Asian text and numbers
Herzegovina in the implementation of its Roma acs8trateqy and related action plans in the ' Hmoer
fields of employment, housing and healthcare.

The situation on housing improved thanks to IPAssistance delivering up to 300 new or
reconstructed housing units (including social hogki thus contributing to the
implementation of the revised Roma action plan ompleyment, housing and health care
2013-2016. Other social needs of the Roma commueityain to be address in order to
ensure the sustainability of the results.

The situation of Roma requires improvement throfigiding of sustainable solutions for
their full integration, including support of emplagnt and access to health and education.
IPA 1l actions, developed in close cooperation wititd Ministry for Human Rights and
Refugees, shall continue supporting sustainablesihgucombined with durable social and
economic integration measures to improve livelilpoahd access to local services in line
with the revised Roma action plan. Bosnia and Hgmvma has the second and the third
lowest score in the region in regards to employnssmt education respectively. The social
housing model needs to be revisited and a susiainalodel for the poorest must be

developed.
As the action plan for housing, employment and theakpires in 2016, the Ministry of

Human Rights and Refugees (MHRR) has initiatedpiteparation of the new action plan.
The action plan for education and the Roma strateljyot be revised.

In order to ensure an efficient implementation lef £xisting legal framework, strateqgy and
action plans, capacities of government represesttind CSOs need to be further developed
and political commitment for steering this proceesds to be ensured.

Besides improvement of housing conditions, actioosld include: Establishing effective
monitoring mechanism; Strengthening MHRR technaadl human resources' capacities in
order to ensure effective coordination with reldvatate, entities, cantonal and local
stakeholders as well as better cooperation witbvesit local and international CSOs and
donors; Strengthening the capacities of the Ronasidydmproving Roma employability and
their actual employment; Programmes for educatimititional qualifications-requalification
of Roma registered at the Employment Services;dwipg health care for Roma focusing on
women and children.

In_addition to the above, Roma issues should benstreiamed throughout other existing
programmes which should ensure implementation afi&mclusion policy.
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4. Final remarks

In addition to assisting the above areas, IPA fpsut may also be mobilised in response to
unforeseen priority needs relevant to the accesprogess, which do not fall under the

aforementioned priority sectors. In particularsthay include, but will not be limited to, ad

hoc and short-term technical assistance providedewrihe Technical Assistance and
Information Exchange instrument (TAIEX) and througkinning.

Through its participation in macro-regional straésgBosnia Herzegovina aims at improving
transport and energy nhetworks; encouraging moretaisiadle energy and better
environmental quality, promoting sustainable taurisupporting capacity building for both
private and public sectors, and SMEs developmerdreblver, education, skills, and the
Knowledge Society development (research, ICT) algb be privileged.

The indicative financial allocations per policy arand sector, resulting from the priorities - {Formatted: Space After: 0 pt ]
defined in this strategy paper are set out in Arthex

< -~ — 7 Formatted: Indent: Left: 0 cm,
Hanging: 1.5 cm, Space Before: 6 pt
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PART IV: EU ASSISTANCE DURING THE PERIOD 20142020 | {[ Deteted: 2017 |

1 Democracy and governance «__ - | Formatted: Font: Times New Roman,
777777777777 S 77777777777777777777777777777777777777777\\ Font color: Auto
1.1.  Needs and capacities in the sector * . { Formatted: Font: Times New Roman,

In order to clarify the scope of this sector, ibsll be noted that the sector covers democratlé Not Bold, Font color: Auto J
institutions and overall public sector manageméamtiuding public administration reform\ IF““‘atte" Heading 2, None, Tab }

Formatted: Font: Times New Roman,

stops: Notat 1 cm
(PAR) coordination, policy-making, civil servicefoem and service delivery both at central\ =
{Not Italic, Font color: Auto

and local level; and public financial managemeriMP, including revenue collection and' "
administration, budget preparation, budget exenutisith cash management, public
procurement, accounting and reporting, debt managénpublic internal financial control
and external audit. In addition, support will beowded for improving government IT
interconnectivity and interoperability, includingrfcustoms and tax administrations with EU {Formatted: Font: Times New Roman,
systems. Furthermore, the sector covers suppostdtistics and evidence-based policy - ontcolor: Auto

development and the capacities for progressivebptudg relevant EU legislation. Finally,

civil society development is a crucial part of tlsisctor. The fight against corruption is an

important element of public sector performance snfiirther covered below by the ‘Justice

and fundamental rights’ sector.

Formatted: Heading 3, None, Indent:
Left: 0 cm, Hanging: 1.5 cm, Tab
[_stops: Not at 1 cm
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Previous assistance under IPA | in the sector deduXXX... Overall, the IPA | support to
the sector included close to EUR XX million. Othldinors supporting the democracy and
governance sector include XXX ....

Considering the existing strategies (some of whithhe process of being updated), the
achievement of some progress under previous asséstand the importance of these areas
for the EU acquis and the overall EU integrationgess, further assistance under IPA Il in
the democracy and governanceector is recommended under the conditions tleaséttor
strateqies currently under development are adczmddmplemented

September 2016 the EU Council invited the Europ@ammission to submit its oplnlon on
the _membership application. During the opinion pss; all sub-sectors in_public
administration will be required to undergo sigrafit strengthening and will require
substantial assistance.

The country's public sector is in need of refornoiider to improve its efficiency by reducing
the costs. The current strateqy and action pdanpublic administration reform (PAR)
expired in 2014 and a new country-wide strategotework for public administration reform
needs to be developed, closely linked to a new tcpwvide strategy for public finance
management. Bosnia and Herzegovina authorities hlisplayed political supporfor
developing a new framework by early 2017, in linthwhe objectives of the Reform Agenda.

In the absence of a new strategic framewtirg, Public Administration Reforfoordinator’s - { Deleted: (PAR) strategy from ]
Office continued to implement projects financedhwihe PAR Fund under th20062014  _ { peleted: and the associated action pla

strategy Its annual report for 2015 declared a 65 % raimplementation of the PAR Action from 2011. The strategy is however not
BTN T T SN R RO N D TSR TIR budgeted; its funding depends on the PA|

Plan but the current monitoring framework lacksacle@erformance indicators to aIIoW\ fund, which Denmark, Sweden and Norway

determining how far reform objectives have beenieagu. The sector coordination - [ sustain with donations. The

mechanism under the previous strateqy continuepritwide an effective structure for {Deleted: is due to expire in 2014. ]

cooperation with entity and Bko District levels. However, the financial sustdiiti#y of the

PAR strategy implementation needs to be improvdldating the cost estimates for human

resource needs and other costs of implementatitimeinnual budgets and the medium-term

expenditure frameworks at all levels.

The pace of public administration reform remainswsland shows weaknesses in various
areas, including policy planning and coordinatiblmman resources management, budget
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processes, transparency and vertical co-ordinatnvell as overall lack cddministrative _ - | Deleted: . A new, comprehensive public

capacity of the country in dealing witloordination ofEU matters and responsibilities. As | Sieraion o Sueteoy s peeded.
regardsservice delivery to citizens and businesses, tble ¢é a harmonised and modernised | integration structures within the various
legal administrative framework negatively affedts tjuality of public services delivery at all L 'evels of government to strengthen
administrative levels. The development and implewtégn of coherent standards and

common administrative practices across the entil@ip administration body still need to be

addressedFocus should be shifted towards a user-orientedirasimation at all levels,

including through the development of e-servicesitistg from e-signature.

Corruption remains a serious problem in Bosnia and Herzeg®/public sectognteqgrity in /‘[Deleted: Governments have to strength%n
””””” their

blans, codes of conduct for civil servants, rulasrcompatibility of office and the work of - - { Deleted: frameworks J
the Agency for Prevention of Corruption and Cooadiion of the Fight Against Corruption.

However, the Agency has limited power to enforceséh plans and the perception of

corruption remains _high. Risk assessments analyaes been produced for the health and

education sectors, areas which remain particuladyneto corruption. More systematic risk_ - { Deleted: create an effective and }

assessments should lead to further measures tiiedly address corruption. accountable

Amendments to the law aivil service in the Federation entity raised concerns on thle af
excessive politicisation; implementation has beealaykd. Similar trends toward
politicisation of the public service can be seenther administrative levels.

been adopted at the end of June 2016 by the Stadle eatity governments. Thé\\‘{Deleted: and to introduce and respect }
implementation of such reform measures will reqi&ehnical and financial support in the [ ascountability as a concept

coming period to achieve greater fiscal disciplibese are obligations stemming from the

2015-2018 Reform Agenda and important points in #ggeements with international

financing institutions

fundamentally review and strengthen fiscal and economic governanceo return to
sustainable growth, to address the challenges dtingethe Copenhagen criteria and to
improve competitivenessBosnia and Herzegovina has strengthened its conenitno
market-oriented reformdmplementation of reform measures agreed in theiRefAgenda
has made progress. In addition, the authoritiegeamwith the IMF on a 3-year reform
programme in support to the Reform Agenda, whichnidorce since September 2016.
However, chronic and time consuming disputes beatwdlee various governmental
stakeholders resulted in substantial delays an& lséiongly impeded the effectiveness of
economic policy. In the 2016 Economic Reform Progree (ERP), the authorities presented,
among others, an ambitious, back-loaded fiscal aataion path, substantially lowering
both revenue and expenditure. However, a partictdaicern is the disproportionate use of
delaying investment in order to achieve spendidgicgdons.

A new strateqgy for development pfiblic procurement has been adopted, in line with the
2014 BiH law on public procurement, as well as rategyy forpublic internal financial
control in BiH institutions.In order to provide a sustainable basis for econoraforms,
Bosnia and Herzegovina needs to implement a moraprehensivepublic financial

debt management, accounting and reporting, publicysement, public internal financial~

control and external audithile the adoption of PEM programmes for theestand the 22 mr o

h ‘[ Deleted: public financial management

)
|
PEM system, including in revenue administration, budganning, budget execution, public { Deleted:), )
)
)
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entities is expected for end 2016 / early 2017 ,nBosnd Herzegovina continues to address
public finances on a sub-system basis by adoptepamste debt management or internal
financial control strategies, but gapsmain in these various public finance sub-systems
There is a need for development of timely, informadd effective fiscal policies,
implementation of internal control, the implemeitatand follow-up of external audits and
the implementation of the indirect taxation reform.

The statistical systempeeds to improvehe provision of timelyand exhaustivestatistics ///‘{Deleted: does not produce sufficiently
applying Europeanand international standards, in particular _in the adfapopulation®;. Lreabledaao

statistics national accountand government finance statistics. The publicatibthe results " | Peletect bopuation on economic,
of the 2013 population and housing census, condudte overall accordance with
international standards, was a major developmersorial statisticsReliable data remain
crucial to support the social and economic develmnof the countryA strateqgy for the
development of statistics has been adogfedr independent institutions operate gjuality - { Formatted: Font: Bold
infrastructure (QI) management. There is nountry-wide strateqy for quality infrastructure
and cross-cuttingcoordination between the relevant institutions at different Ilsvef

government is not ensured.

\
N {Deleted: trade
\[ Deleted: .

U G

Regardingcustoms and taxation the Business strategy of the ITA, covering th&620018
period, has been adopted. A new customs policy lsas adopted in 2015, but
implementation is still pending.

Inaccurate land information hinders the decisiorkin@ process on land usage in public
administration institutions at all levels. The dbomings of the land administrati@ystem

is underdeveloped. " { Deleted: the

L

The Commission grants great importance on the uwaroknt ofcivil society and themedia { Deleted: of the Q1 system.
in the pre-accession process, thus also contridpiirioster the citizens' understanding of the

reforms that Bosnia and Herzegovina needs to campdequalify for EU membership. This

should also help ensuring EU accession is a braaddand well-understood process, which

is ultimately crucial to achieving a well-informelécision on EU membership at the end of

the pre-accession proces&hile some progress has been made in establishgtigutional

mechanisms for cooperation between governmentsi@ildociety organisations, a strategic

framework for cooperation with civil society at Eiels needs to be developed. The legal and

requlatory framework on basic legal guaranteegeddom for civil society organizations is

generally harmonized and in line with internatiosédndards. However, financial viability

and sustainability and the available public fundmisufficient for CSOs. There is a need to

leverage on the expert knowledge of civil sociatyspecific sectors by bringing unique [ Deleted: 1
knowledge and experience to shape policy and giyatand identifying and building /
solutions, as well as, play the role of enablediiving change in collaboration with other ,//

I

Formatted: Heading 3, None, Indent:
Left: 0 cm, Hanging: 1.5 cm, Space

stakeholders (e.g. business community, media, Igo&itners). )/ | After: 0 pt, Tab stops: Not at 1 cm
. . . T 2 _ - Formatted: Font: Times New Roman,
d.2.  Objectives, results, actions and indicators =~~~ /-~ | Not Italic, Font color: Auto
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Administration and to improve its public sector management, irtidar to strengtheﬁ\\\{ °"I c°:r oo
. | Deleted: principles

EU assistance aims to support Bosnia and HerzegaanmplemeniPrinciplesof Public \IF°rmatted= Font: Times New Roman,

objective is to support Bosnia and Herzegovina vétitomprehensivgconomic reform *:. | Deleted: goodgoveranc
programmein order to have a sound basis for socio-econ@amétstructural reforms. Theréto\\{ Deleted: administration reform, includir
closely related is the planned support for theistieail system to improve its capacities td\\{Deleted:,economic governance
produce reliable statisticAs concerns the fight against corruption, EU aasist will help to | peleted: pubiic financial management

introduce integrity management in the public segkarther EU assistance will support Iﬁé\‘[pdeted:ﬂ

parliamentary assemblies and the civil societyketa key role in the accession process. - *{ Deleted: 1

o JC G A JC JC A JC

18



The expected results are the following:

+ .The public administratiovill have improved capacities to ensure a more efficient; { Deteted: - )
effective and accountable delivery ofiblic services to citizens and businesseS{\{ Deleted: ha: )
including sound administrative procedures and eeguwent services. Formatted: List Paragraph, Justified,

. . . . . . . i Indent: Left: 0 cm, Hanging: 1.25cm,
¢ Bosnia and Herzegovina will have improved capagitir public financial Space Before: 6 pt, After: 6 pt,
management, including more efficient revenue adstrimiion and collection, budget | Bu'eted * Level: 1 + Allgned at: 0.63

preparation and execution, public debt managemgublic procurement, public \{De,eted: . )
internal financial control and external audit. ®ysatic follow-ups to external audits,
prepared by independent audit institutions, shbelthe rule.

° Parliaments in BiH will have the necessary capegito support the EU integration. - { Deteted: - )
process of the country.

. The statistical system will have the capacitieptoduce reliable macro-economic; - | Formatted: List Paragraph, Justified,

. . . . . . - Indent: Left: 0 cm, Hanging: 1.25cm,

business, social and demographic, financial anidwgrral statistics. Space Before: 6 pt, After: 6 pt,

«___ Regional statistical classification (harmonizedhwthe nomenclature of territorial | Bulleted * Level: 1 + Algned at: 0.63
units for statistics (NUTS) regulation) should bewoavailable. \{Deleted: 3 )

hd More accuracy will be achieved in land administmafiallowing for_better decision_ { Deleted: - ]
making and the development of the property market.

. The external trade index, a harmonised index ofsgorer prices and business - | Formatted: List Paragraph, Justified,

.. . Indent: Left: 0 cm, Hanging: 1.25cm,

statistics, should improve. Space Before: 6 pt, After: 6 pt,

«____Prevention, detection and repression of corruptiarrelevant legislation, institutions | Buleted + Level: 1 + Algned at: 0.63
and civil society partners will improve. \{Deleted: 3 )

° The cooperation between civil society organisati@msl public_institutions will { Deleted: - ]
improve.

+_ Capacities of civil society organisations to inseheir autonomy, representativeness { Deteted: - )
and accountability, as well as their membershipep&sdraising and effectiveness,
will be strengthened.

. The capacity of the country (public administraticivil society, statistical system) to
be actively involved jnmacro-regional strategies, ahence to benefit frontheir - { peleted: )
implementatiopwill improve through the adoption of a strategic framework dase ~ {peteted: e )
the 'Europe 2020' and 'South-East Europe 202Ge8tess B { Deleted: of macro-regional strategies, ]

. The broadcasting and telecommunication sectorsasilieinforced.

To support Bosnia and Herzegovina achieving thasgets, IPA Ilactions will provide

technical assistance for capacity building, procgsimisation and information technology

(IT) and will support the integrity management witlthe public sector to stimulate and

enforce integrity and to prevent corruption.

Bosnia and Herzegovina will receive support in prém the annualEconomic Reforn) - { Deleted: aNational ]

Programme in order to accelerate sector reforms in key envoogrowth areas such as - {Formatted: Font: Not Bold ]

transport, telecoms and energy, all aimed at enhgnd®osnia and Herzegovina's \{Ddeted: programmeandindeve.opmg}
competitiveness, unlocking investments, growth angployment.The Economic Reform aCompetitiveness and Growth
Programme process is in place since 2015 and aimsystematically follow the main

economic reforms and report on their implementatidhe process will align with the

Country reporting and prepare Bosnia and Herzegofon the European economic semester

It will also receive support in developing and iemplenting the new country-wide strategic

frameworks fompublic administration reform andpublic financial management reform
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IPA I will support coordinated fiscal developmeahd enforcement, assist treasuries to
introduce commitment controls, and provide capatityilding to ministries of finance.
Investment support for the quality infrastructu@l)( system will be conditional to the
adoption of a joint strategic framework. The supgor the strengthening of the statistical
system, in particular to produce reliable macroreooic, business, social and demographic,
financial and agricultural statistics, will contiu

administrationandof strategic guidance and oversight otlee EUaccessiorprocessof the < - { Deleted: adoption
Parliaments in BiH. The action plans and cooperation mechargstopted will need to tk\ h
put in practice and strengthen itepacitieof all Parliaments, including cantonal assemblib§,

AERY

to allow them to fulfil their obligationasstemming fronthe SAA. ) T

Financial assistance should continte target the Jack of capacity of parliamentary - { Deleted: subject ]

further support will be provided to the
different

1 Deleted: a European integration strategT,

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, K\
1\ vy

A new IDDEEA (the Agency for Identification Documents, Registand Data Exchange of \\\
Bosnia and Herzegovina) Strateqy 2016-2020 is updeparation. Further IPA I support, \\\\{ Deleted: address theemands o

Deleted: assemblies to strengthen their}
will improve the effectiveness of IDDEEA, throughopiding the possibility to review and': { Deleted: integration ]

ability to effectively cop

collect information, making governments more acdable, transparent and effective, and
improving the content and delivery of e-services citizens and businesses, including:

|

Deleted: , to extend their legislative and
technical

Deleted: well as their ability to
effectively interact with

The broadcasting and telecommunication sectorsieserve IPA Il support in terms of ( Deleted: relevant counterparts.
development, implementation and improvement of thegulatory framework in
telecommunications, broadcasting and managemeheahfdio frequency spectrum.

implementation of the e-signature law.

Further IPA Il assistance itand administration reform will foster accuracy in land
information and the development of the propertykeaar

As concerns civil society, the Commission will afiecombination of political and financial
support to meet these objectives, employing a rstnaegic, effective and results-focused
approach to deliver maximum impact. The approaotiuding indicators and baselines and

countries in the period 2014-2020. Results anctatdrs will be monitored on annual basis.

In its political contacts, the Commission will encage enlargement beneficiaries to make
legislation more conducive for civil society. lillalso promote the involvement of civil
society in the pre-accession process, includingthie formulation, implementation and
monitoring of sector strategies for EU financiasiagnce. The financial support under the
civil society facility will be provided both fromhe national and multi-beneficiary
programmes. An appropriate mix of funding instrutsenill be used to respond to different
types, needs and country contexts in a flexibbndparent, cost-effective and results focused
manner across the sectors. This will include: agrfior longer term contracts, recognising
that capacity building and advocacy work requiiesetand resources; moving away from
project based support to a more flexible approdwt fosters partnership and coalition
building; and doing more to reach out to grass-mrgianisations, in particular through re-
granting and flexible support mechanisms to resgonttheir immediate needs. Civil society
will also be supported under different sectors uigio measures enhancing its role and
capacities to participate actively in formulationdaimplementation of sector strategies for
EU financial assistance.

Jndicators to measure progress in meeting targets (for getaié Annex 2, table 2): = { Moved (insertion) [2] ]

¢ Progress made towards meeting accession crite@ia (E
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« _Composite indicator orGovernment Effectiveness (WB), Burden on Government { Moved (insertion) [3] )

Regulation (WB) and Regulatory Quality (WB)

e Statistical compliance (Eurostat) - {Formatted: Space Before: 6 pt, After: }
6 pt

1.3 Types of financing

Assistance will be provided primarily through twing, technical assistance, sector budget
support, blending, grants and supplies of equipmader the national IPA programmes.

{ Moved (insertion) [4]

the Hercule lll (promoting activities against fraumrruption and any other illegal activities " { Formatted: Space After: 0 pt

affecting the financial interests of the Union)riBles 2020 (protection of the euro against /{ Deleted: is

counterfeiting), Fiscalis 2020 (contributing to_thight against tax fraud and revenue | (Deleted: .
collection) and Customs 2020 are relevant for dkistor. Bosnia and Herzegovina can benefif,’[ Deleted: adoption
from IPA |l support to cover partly costs for paipation in these programmes, following the ( Formatted: No underline

national prioritisation process among all the Ebdgnpammes. / ) ;r Formatted: Heading 3, Indent: Left:
/| 0 cm, Hanging: 1.5 cm

The TAIEX instrument provides ad hoc and short-téeghnical assistance. EU programmes,

o JC U A U U L

Under the multi-beneficiary IPA programme, complemagy support to horizontal publlc .
Moved up [2]: Indicators to measure
| administration reform areaill continue to beprovided through cooperation with the Support ,, progress in meeting targets (for details sde

for Improvement in Governance and Management imstnt (SIGMA) of the Organisation ;’»» /:g:gx 2, table 2)c:i'nt o e
for Economic Co-operation and Development (OECDY e Regional School of Public '/'| sccession arteria €O -
Administratiop(ReSPA) as well as, in the area of regional tradéh the Secretariat of the | f ' [ Deleted: 1 ]

Central European Free Trade Agreement (CEFTA)the area of statistics, Eurostat will ! {

continue providing support to statistical officés.addition, customs and taxation may bé/,f
'l Moved up [3]: <#>Government

considered for additional support under the mudtidficiary programme to improve reglonaLIH /| Effectiveness (WB), Burden on

COOperatlon u /’r, Government Regulation (WB) and
"‘ 'I'| Regulatory Quality (WB)

There is a need for a flexible instrument:@ropean Integration Facility, which can react‘J <#>Statistical compliance (Eurostat)
to short-term developments and provide necessaigtasce and capacity building support/ m Deleted:
the authorities in Bosnia and Herzegovina at varitevels. It will assist in the SAAN il ﬂ_ﬂlzgesofﬁnancmgﬂ

| implementation,acquis alignment projects preparation and implementation, as vesl| | ‘ / Assistance will be provided primatily
reinforcing the institutional capacity for SAA ingshentation and absorption ar],hd/ g};%ﬁ’:g“’g?;,ﬁfaﬁ 23';;',:53'? oiomen
management of IPA funds. !/ | under the national IPA programmes. {

i/ - °| Formatted: Font: Not Italic, No
| J— 4 R|Sk§ ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, - ){underline

The main risk to the reform of the public sectothis lack of political will and agreement | Moved up [4]: The TAIEX instrument
t litical lead t th fi T itigat th isk th\ provides ad hoc and short-term technical

amongst political leaders to pursue the necessafgrms. To mitigate the ris e assistance. EU programmes, the Hercule

Commission and Bosnia and Herzegovivil engagein reqular policy and political dialogue (promoting activities against fraud,

Deleted: <#>Composite indicator J

-

through the SAA _structures (subcommittees, includirthe PAR_Special Group; SA' | facing the financial mieresisof the.

Committee; SA COUFIC”) “‘s \ Union), Pericles 2020 (protection of the
[ euro a}gai_nst counte_rfeiting),'Fiscalis 202
Another relevant risk is the absence soffficient domestic budget allocated to the pub‘llo (contributing to the fight against tax fraud

and revenue collection) and Customs 2020
administration reform The donor driven public administration reform fuisl currently are relevant for this Seimr, Bosnia and

compensating the lack of domestic budget, but dorase phasing out and Bosnia adqi Herzegovina can benefit from IPA Il
! | support to cover partly costs for
Herzegovina's own financial commitment will be eds#¢ for the success and the\\ participation in these programmes,

sustainability of the public administration reform. L 11| following the national prioritisation proce
! \\‘ \ among all the EU programmes.{

[

The macroeconomic situation could pose a furthek to reforms, particularly for what“n [Formaued, Font: Not Italic, No
concerns employment and public administration rafor To mitigate it, the country \‘\\\ underline

authorities will need to be reinforced in their aaities to monitor reform progress and take [Deleted: startes

corrective actions. The involvement of IFIs andepdndent monitoring to recommend [Deleted: 2011
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eventual corrective actions will also be undertaken \( Deleted: High Level Dialogue on
\\
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accession process mlght also hinder the reform egsoc To mitigate such risk, the
Commission will provide capacity building for gomenents and the civil society to pursue a

stronger policy dialogyee.qg. through the 'Initiative for Open Governmeantd I’eqiona|///{Deleted:.

cooperation projects for civil society such as Western Balkans Enabling Project for Civil
Society Monitoring of Public Administration ReforfWeBER).

2.,Rule of law and fundamental rights < _ - { Formatted: Underline
2.1 Needs and capacities in the sector -  ( Formatted: Space Afer 0

B Formatted: Font: Not Italic, No
This sector includes the functioning of the justsystem, i.e. the relevant activities of the\ ‘[underhne

key managing role) and penitentiary institutions, veell as law _enforcement agencies. 0 cm, Hanging: 1.5 cm

includes broader issues such as the protectiorumfah rights and the prosecution of war\
crimes, as well as media freedom. It will also &addrthe fight against corruption across the

Formatted: Font: Not Italic, No
underline

Ministry of Justice, the judiciary (with the Higludicial and Prosecutorial Council playing a {Formaued: Heading 3, Indent: Left:

public institutions. Formatted: No underline

(D /| W W | W

Previous assistance under IPA | in the sector deduXXX... Overall, the IPA | support to
the sector included close to EUR XX million. Otldenors supporting the rule of law and
fundamental rights sector include XXX, ....

On the basis of the sectoral strategies, furthest@sice under IPA |l is recommended for (a)
justice and fundamental rights; (b) police cooperatas well as cooperation between law
enforcement agencies and prosecution servicedn{eyrated Border Management (IBM),
asylum, and migration; and (d) the fight againstugation as a cross-cutting sector.

Justice and home affairs _ - -{ Formatted: Font: Not Bold

Further assistance to the justice and home affaipssector is recommended under IPA Il as
this is _a crucial area for BiH European integratiomcess. Consequently, a significant
amount of IPA support will continue to be requirkd address the breath and width of
shortfalls of BiH in the justice sector. Furtheisisgance to police cooperation, Integrated
Border Management (IBM), asylum, and migratiorals recommended under IPA Il within
the home affairs sub-sector.

IPA 1l assistance for the justice sector has fodusmgincreasing the efficiency, effectiveness,
accountability and professionalism of the judicialA 1l is also supporting the process of
searching for missing persons as a result of thaflicts of the 1990s, as well as the
improvement of material capacity for the executidcriminal sanctions.

The EU support for the judiciary has deepened anddened over the past years, gradually
moving from criminal law, particularly war crimease processing, to encompass aspects of
civil law, not least on judicial efficiency and theduction of the case backlog. With
significant EU support, courts and prosecutor eichroughout Bosnia and Herzegovina
benefitted from information technology investmeras,well as a Case Management System
(CMS) available to over 5000 judicial users. Anioal judicial document system was
established providing access to over 10,000 jutﬁm'ts

criminal cases needs to be further reduced to asergudicial eff|C|ency Effectiveness should
be enhanced by a more harmonised criminal and @dtt practice in all four jurisdictions,

as well as application of proper enforcemédenovation of judicial institutions buildings

needs to continue.

22



Common shortcomings may be found in the organisatioset-up, inter-institutional
cooperation as well as capacities across the fuwsector in BiH.

budgetary planning capacities. Staffs requireghbettills and know-how in the investigation,
prosecution and adjudication of relevant cases,clwtshould be enhanced through an
improved training infrastructur@.he status and role of employees who are not jaldatfice
holders should be improve&urthermore, structural and procedural weaknesedsrmine

the judicial system's accountability and its apilid sustain its independepcé state—level//{

Deleted: towards the other branches of
government

Formatted: Font: Bold ]

{ Deleted: , patronage and corrupti ]

achieved in the area gfolice cooperation notably thanks to significant amount of EU
funding for data management and data protectiorihEustrengthening of the electronic data
exchange system for prosecutor and police regsstand ICT equipment to all relevant law
enforcement _institutions, will be required. Law @mement actors still require further

strengthening in_terms of professional standardghi police services, modern Human
Resource Management (HRM), police training, inwgdton and prosecution capacities and
relevant cooperation _mechanisms, internationalcpoltooperation, acquis harmonisation
process in the area of law enforcement, strategicning capacities within law enforcement
agencies, and special investigation technique,bhoteelated to the financing of terrorist

activities, money laundering or other financialesftes

terrorism insufficient cooperation and coordination betwdsmn enforcement agencies and
the prosecutions services significantly undermine process. Similarly, cooperation and
coordination on the exchange of criminal informatand intelligence within the country are
insufficient. In addition, the infrastructure anthf§ capacities in the execution of criminal
sanctions are unsatisfactorlyorensic capacity, as well as the role of polickicational
institutions, requires strengthening. IPA has als®en addressing théight against
corruption _as a cross-cutting sector, through financial supfmrthe BiH anti-corruption
agency (APIK), which has directly contributed te thdoption of the 2015-2019 strategy and
action plan for the fight against corruption. IPA dhould continue to support the
establishment and functioning of anti-corruptiordies at all levels (entities, Brcko District,
cantons), also in line with the 2015-2018 ReforneAdn, and should continue building the
capacity of civil society to engage in the fightarst corruption from the grassroots level.

With the help of EU assistance, Bosnia and Herzegolas made some steps in improving-
its integrated border management system (IBM). dlative and strategic developments in
the area include the amendments to the law on bardetrol (2014), the new law on
foreigners (2015), the new law on asylum (20169, strateqgy and action plan on migrations
and asylum 2016-2020, the IBM strategy and fram&vemtion plan 2015-2018. Support to
comprehensivasylum, migration and border managemenpolicies is still needed, notably
taking into consideration Croatia's accession ¢oEb in 2013 and the resulting new external

borders of the EU. Irregular migration and incragsnumbers of asylum seekers will

Deleted: With the help of EU assistance
Bosnia and Herzegovina has made some
steps in improving its integrated border
management system. However, it require
further development, also to support the
implementation of asylum and migration
policies over the years to come. |

The most significant strategy for reform o
the justice sector is the JSRS and its
accompanying action plan, which expired
December 2013. The approval process o

the JSRS is ongoing.

continue to put pressure on the agencies respeniiblimplementing border management
and dealing with asylum seekers and irregular migran BiH. The migration crisis has so far
not directly affected Bosnia and Herzegovina, thé tountry's preparedness to manage
eventual sudden influxes should be enhanced, g.qphbrading the Migration Information
System and further developing biometrics. The gfifegning of control authorities at all
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levels is envisaged, including both equipment andhing of border inspectors and internal
supervisorsCivil protection and rescueservices require strengthening too.

The 2014-2018ustice sector reform strateqy(JSRS) was adopted in September 2015;—'the{ Formatted: Space After: 0 pt ]
adoption of an action plan is still pendirRegarding criminal justice, the most significant
strategy is théJational War Crimes StrategNWCS). Law enforcement strategies cover the- { Deleted: . ]

fight against corruption and organised crime, figatfand prevention of money laundering,

the suppression of human trafficking and abusdioit idrugs as well as the integrated border

management and asylum and migration strategieomnon policy framework is missing.

The international community frequently coordinaiissactivities through coordination fora

dedicated to justice sector dialogue and anti-qguion activities, The main donors in the rule - -| Deleted: In addition, a coordination

of law area include Sweden, Norway, the United e8tat/N, OSCE, Council of Europe, g‘uesﬁlﬁzng’gg:gge;’ngyggfzggﬁgg?of"o

Switzerland and the United Kingdom. the progress in the implementation of the
JSRS.

Fundamental rights

The European Union is founded on common values @imtiples, including respect fOI’**{Formatted: Space After: 0 pt ]
fundamental rights. As well as the other enlarganweuntries, Bosnia and Herzegovina
needs to undertake further reforms to ensure tiatptotection of the freedom of speech
gender equalityand the rights of lesbian, gay, bisexual, trandgerand intersex (LGBTI) - { Deleted: persons belonging to m‘“"”“ﬁ’
peopleand of persons belonging to minorities, includRmma are respected in practice, not | ncluding Roma and

just enshrined in law. Despite the legal framewiankthe protection of fundamental rights
being in place, implementation and enforcement mnemeneven. The complexity of the
country's political and institutional structurgsthe biggest policy challenges in this field. - -
New strategic documents adopted include the framewtrategy to combat gender-based
violence and the national action plan for the immatation of UN Security Council
resolution 1325 on women, peace and security. Tlagegy on human rights and the strategy
for combating discrimination are under preparatid@mendments to the anti-discrimination
law in August 2016 have introduced age, sexuahtai®n, gender identity and disability as

- { Formatted: English (U.S.)

are the biggest policy challenges in this
field

Deleted: as well as budgetary constrainjs

2.2. Objectives, results, actions and indicators -« - { Formatted: Font: Times New Roman, }
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- .. K . . . X \ Formatted: Heading 3, None, Indent:
accountability and efficiencyin the justice and home affairs sector through suppy the | Left: 0cm, Hanging: 1.5 cm, Space

improvement of strategic planning, through the toaof integrity frameworks and through ° [ After: 0pt, Tab stops: Not at 1 cm

better management of human resources. Formatted: Font: Times New Roman,
Font color: Auto

EU assistance aims to support Boshia and Herzegownhancing effectiveness, w

Further support aims to enhangestice for citizens through the provision of modern
technology, the improved access to justice for erdble, through enhancing procedural
rights, through improving the execution of crimiganctions and advancing the prosecution
of criminal cares, in particular war crimes, orgau crime and corruption cases. Another
objective is enhancingistice for growth through the implementation of alternative dispute
methods, improvements of administrative law, thiodigcilitating the business registration
process, and through reviewing the legal, procddanal implementation procedures to
improve the enforcement of commercial laws anchtai

Further EU assistance aims to supporffigjiet against organised crime and corruptionand
the fight against terrorism through a better preparation of law-enforcememtituions,
through enhancing police-prosecutor cooperation, thnough developing a comprehensive
recovery system to discourage corruption, financiédhe and money laundering. Another
objective is to supporborder management and the implementation chsylum and
migration policies through introducing modern technologieshancing institutional
cooperation, capacity building and establishingoma referral systems.
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Further support will be provided for the protectimifundamental rights through providing

a monitoring and evaluation system farman rights, supporting the improvement of legal
aid and minorities' access to justice. To suppspect tdreedom of expressionIPA 11 will
provide capacity building, training and expertigethe relevant media bodies to develop
investigative journalism and to improve professigoarnalistic standards.

The expectedesults are the following: <« -~ { Formatted: Space After: 0 pt

« The judicial efficiency will noticeable improve, iparticular through the elimination
of the backlog of civil and criminal cases.

« The independence of the judiciary will be assumd @countabilityvill improve.

e Every citizen will have access to justice, andparticular for the vulnerable, the
access will be free.

e The capacity and the quality of the execution oharal sanctions will improve.

* The process of identification of missing persondl wiogress and the competent
domestic forensic institutions will be reinforced.

« Transparency, accountability and proactive intefige-led policing on organised - { Formatted: Space After: 0 pt

funds will improve.

e The efficiency and co-operation between the lawor@ment agencies and
prosecution services will increase.

* The track record of investigations, prosecutiond &nal convictions in organised

crimg, corruptionand terrorisncases will be developed. - { Deleted: anc

* The capacities to fight high-tech crime and cyldme will improve.

e The Integrated Border Management approach is imgaéed with improved
capacities and strengthened cross-border andagtamey coordination and improved
risk assessment, data collection and data exclaysgems.

« Migration, especially irregular migration, is eféatly managed, in line with EU
requirements.

e Asylum processing and asylum management is improvedine with the EU
requirements.

¢ Civil protection and rescue services are strengtieand their preparedness to face
catastrophic events is enhanced.

« The protection of fundamental human rights (e.@eflom of expressiorgender - - { Formatted: Space After: 0 pt
equality, therights of persons with disabilities, of LGBTI persons, mfnorities such__ - { Deleted: women, disabled,
as Romaandof children) willjmprove _ | Deleted: LGBTI, anc

To assist Bosnia and Herzegovina achieving the @gderesults, IPA Il assistance will { Deleted: enhanc

V.

support actions for the improvement of strategic planning, the cremtiof integrity "~ { Deleted: 1

o

frameworks and better management of human resqutbes enhancing effectiveness,
accountability and efficiency in the justice andrteoaffairs sector.

Assistance will contribute to enhancing justice &itizens through the shortening of civil
proceduresand the reduction of the backlog of cad®s using modern technologies,
improving the access to justice for vulnerable,aming procedural rights, improving the
execution of criminal sanctions, and advancingpiusecution of criminal cases, in particular
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| organised crimecorruptionand terrorisncases, and to support the prosecution of war crimes { Deleted: and )

Linked to the war's legacy, further efforts will badertaken to continue the identification of
‘ missing personpy strengthening the competent domestic institgtionorder to foster their - { Deleted: and to strengthen the relevant}

sustainabiliy and a gradual phase-out of assietanc stors i the proce

Support will be provided for enhancing justice fimowth through the implementation of
alternative dispute methods, improvements of adstrdive law, its implementation and
application, facilitating the business registratfpocess, and reviewing the legal, procedural
and implementation procedures to improve the eefoent of commercial claims and laws.

‘ IPA 11 will support strengthening the fight agairmtganised crime and corrupti@nd the
fight against terrorisnthrough a better preparation of law-enforcemertitiritgons to address
economic and financial crime and new forms of ctimech as high-tech and cybercrime,
through enhancing police—prosecutor cooperation tarmligh developing a comprehensive
and harmonised asset recovery systems to discoomaggption, financial crime and money
laundering.

Regarding thexecution of criminal sanctions IPA Il will assist strengthening the capacity
and quality of criminal sanctions mechanisms, idiclg through legal harmonisation attie
introduction of alternative criminal sanction§probation, conditional release) and
informatisation of prisons and capacities of julewrbrrectional facilities. Continued capacity
building of prison staff on human rights and improy material infrastructure conditions of
penitentiary institutions will also be required. Moattention needs to be dedicated to the
interface between the courts, court police, lavwed@ment agents, prison and social services

Further assistance will address the border managesystem and the implementation of
asylum and migration policies through introducingdarn technologies, supporting enhanced
institutional cooperation, capacity building antaétishing national referral systems.

For the protection of fundamental rights, suppoiﬂ \we provided among others forf {Formatted: Space After: 0 pt ]

torture, ill treatment, hate speech, gender andth#r types of violence and pain-infliction in
prisons. A further focus will be on improving legaid and minorities' access to justice,
including Roma and other vulnerable groups; andupporting of non-discrimination, gender

environments, health centres/institutions etc. Wihpect to freedom of expressron and the
media, assistance will support building up technicapacity, and provide training and
expertise to the relevant media bodies in ordeddwelop investigative journalism and to
improve professional journalistic standards. Supporthis respect will be based on the

Guidelines for EU support to media freedom and mediiegrity in enlargement countries, - { Deleted: " )
20142020. __ - { Deleted: 2020" ]
Indicators to measure progress in meeting targets (for detatt Annex 2, table 2):
* Progress made towards meeting accession crite@ia (E g-== {Feormatted: Space Before: 6 pt, After: }
pt

« Composite indicator Access to Justice (WJP) anétildndependence (WEF)
e Composite indicator Global Corruption (TI) and Qohof Corruption (WB)
e Composite indicator Freedom of Press (FH) and H¥e=sdom (RWB)
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Assistance will be provided primarily through twing, technical assistance, grants, blendlh ‘{Formatted: Heading 3, Indent: Left: }
( )

work contracts and supplies of equipment undentit®nal IPA programmes. In light of the (0 cm, Hanging: 1.5 cm
sector's relative preparedness, budget supportbeaan option. The multi-country IPA
programme provides complementary support in akglasre objectives can be better achleved
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at regional rather than national level, especidlly fighting against organised crime
(including cooperation between prosecutors), wingsotection, border surveillance,
migration management and management of emergetiesTAIEX instrument provides ad
hoc and short-term technical assistance.

EU programmes, the Justice programme (judicial ecatpon in civil and criminal matters),- *‘[Formatted:

Space After: 0 pt

the Rights and Citizenship (promoting fundamenigits and non-discrimination), and the
Asylum and Migration Fund, are relevant for thistee and in line with the IPA Il priorities
for Bosnia and Herzegovina. Boshia and Herzegowiagg benefit from IPA Il support to
cover partly costs for participation in these pesgmes, following the national prioritisation
process among all the EU programmes.

2.4 Risks

- A

underline
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There is a risk for delays in the implementatiorthad key strategies on judicial reform and %

anti-corruption. The organisational and administeatcapacities are weak and affect. | underiine
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especially inter-institutional coordination and peaation in this area. To mitigate these rlsks,\{pormatted.
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3..Competitiveness and innovation: local developméstrategies _ - { Formatted: Underline
3.1 Needs and capacities in the sector « I { Fogmlgtted: Font: Not Italic, No
W™ unaderiine

on SME development and the promotion of tourismictvthave a particular potential for'\. | underline

growth. This sector is_ an important_elemgr_lt of IHUzsu_pport t_o_strenqtheninq Bosnie_i and\\{ Formatted: No underline
Herzegovina'sconomic governancein addition to public administration reform andbfic Formatted: Heading 3, Indent: Left:
financial management mentioned above. 0 cm, Hanging: 1.5 cm

The scope of this sector includes the competitiser the economy with a particular focu;s\vormatted: E ot Not Ttalic. Mo %

BiH is at an early stage in developindumctioning market economy and in achieving the
capacity to cope with competitive pressure and etafrces within the Union. Moreover,
BiH is at an early stage regarding its overall agpgnation with the Elhcquis.

Previous assistance under IPA | in the sector demu. Overall, the IPA | support to the
sector _included close to EUR XX million. Other dosmicsupporting the democracy and
governance sector include the World Bank, UN agendsermany, ....

Assistance to th#ade sector including State Aid, Competition and IPResommended as a
follow up of the IPA | assistance, which was supipor the country to adhere to its
obligations under the SAA by fostering the instdgotl and legal framework.

Support toQuality Infrastructure (Ql) is conditioned to the existence of a countigevOl
Strategy. The immediate steps required includedtheslopment of both a needs assessment
and a strategy for investments in quality infrastnve.

SME competitiveness supporin the context of local development strategiesushoontinue
in_a more systematic manner; support to businesgbators and start-ups should follow
legislative improvements. The support should a#d@ tinto account the absorption capacity
limits in light of ongoing 2014 and planned 201@gort worth in total 24 million EUR.

Capacity building for support timdustrial, SME policy and tourism as well as prospective
more significant investments in business and touiigrastructure are also relevant, however
they are conditioned to the existence of countrgengectoral strategies, preferably including
the export promotion to reinstate BiH's most contpe&t sectors for investment. Innovation,
research and development, entrepreneurial leamninigdigital economy should be strongly
embedded in all sector related priorities.

IPA 1l assistance shall be geared towards the atialu findings once available (ongoing
PSD evaluation of ENI and IPA programmes run by NEAR and evaluation of Local
Economic Development in BiH envisaged for 2017).

Financial assistance in the sector under IPA Il feitus on (a) integrated local development
to _foster competitiveness, growth and employmentl é) support to trade to ensure the
proper implementation of Bosnia and Herzegovinaternational trade obligations (SAA,

WTO, CEFTA).

Supporting economic and social development is drthemain objectives of the European

integration processThe economic and social crisis indicates that suppartintegrated - 4 Deleted: The public protests and relate
~a ~Amnatitivvanocce and Arcwtheak leval ‘e miirh neaadad A ~ro facts of February 2014 confirm the need to

measures to enhance competitiveness and grow_thcat level is much nee_ded to create | ,jyress economic and social developmeht

opportunities for economic recovery. IPA Il will dos on the economic and social | Theongoing

development at the local level, building on the evehip and partnership of local and
regional stakeholders, including municipalitiesivate enterprises, in particular SMEs, and
education, training and research institutions, eoatives, development agencies, non-
governmental organisations and civil society. Lostdkeholders have the potential to
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overcome obstacles to growth and development thr@ogperation and partnership focused
on job creation, employment and social inclusion.

The assistance under this sector targets spedifionarelating to the socio-economic
development, in cooperation with stakeholders, agi@all level. It thus differdrom (and
complements)the support for policy development, institution andpaeity building to
different levels of government provided under thetsr Education, Employment and Social
Policies.

and Herzegovina. In patrticular, the level of contpetness of the economy and agl’iCU“Ul’e\‘[Formatted: Space After: 0 pt
remains low in comparison to EU Member States anostnenlargement countrigg/{weted: , unemployment

Unemploymenis very high, in particular among youth, and dlglap of the labour force is
palpable, as education institutions do not suffitiemeet the needs of the labour marféte /{Deleted: In the

(N J J UL _JL J

their communities threatens the sustainability loé tsupport for refugee and internally
displaced persons (IDP) return. The fragmentedasdciclusion and protection system

exposeg to the risk of social exclusitre most vulnerableamong them refugees, internally - { eleted: the most ulnerabe )

displaced persons and Rompa. The lack of cross-canityneontact, dialogue and facilities is. - { beleted: 1

strongly felt, in particularly in areas where thepplation lives in close proximity but in | Bosniaand Herzegovina does not have an
overall development strategy

ostensibly ethnically divided spaces. There is adnéor encouraging cross-community .
\ Moved down [5]: . However, a variety

interaction and development of common spaces. * | of strategies exist which are relevant for +e

\
. . . X . . \ | development at the local level.
Bosnia and Herzegovina continues to lack a countde strategy foindustrial policy and ) = -
Deleted: This includes SME strategies

SME development The adoption of a strategy and of institutionamgeration mechanisms the level of the Eederation of Bosnia and
remains a valid conditionality for investment sugpao business and tourism infrastruciure | Herzegovina (FBiH) and the Republika
- - . . v Srpska (RS), agricultural development
However, a variety of strategies exist which arewant for the development at the local | sirategy and rural development strategic
level. This includes SME strategies at the level of thedfation and of thRepublika Spska plan at the level of RS, as well as local
- - . \ development strategies of municipalities
(RS) entities, agricultural development strategy amral development strategic plan at the | yoth in the RS and the FBiH and regional
level of Republika Spska, as well as local development strategies of mpalities both in | development strategies of FBiH cantons.
the Republika Srpska and the Federation entities and regional developrserategies of — ( Moved (insertion) [5] ]
Federation cantons. In the field of SMEs, the miastitutional development present the
appointment of a country-wide network of the EUdinBusiness Act Coordinators, which
together with already existing working groups imriem and agri-rural sectors provide an
incremental country-wide multi-sectoral structune dddressing SME competitiveness within

a broader context of an integrated local socio-entn development.

Furthermore, local partnerships and business stigpuictures created with ongoing IPA Il
assistance provide a solid foundation for expandegpilot best practice on a country-wide
scale through a bottom up policy development amataved inter-sectoral cooperation.

Bosnia and Herzegovina is highly dependenttrale, in particular with EU and CEFTA
countries - by far its main trade partners. An ini@at step was reached however on 1 June
2015 with the entry into force of the Stabilisatimd Association Agreement (SAA) that was
pending since 2008 and which focuses, to a lartenéxon internal market and trade-related
areas. The implementation of obligations underSA& presents a real challenge for Bosnia
and Herzegovina's institutions. Another importamlenge is the implementation of CEFTA,
which is likely to significantly increase the beitebf further integration into the region. The
country's ongoing efforts to comply with the reguirents for accession to the World Trade
Organisation (WTO) and with the E&tquis are significant steps on the road to integration
into the world economy and towards the goal of b@og a full member of the EU. There is
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a need for the continuation of the assistance & Ttade sector, both by strengthening
capacity and coordination between the relevanttirigins as well as by supporting specific
areas such as quality infrastructure, state aihpedition and IPR.

”””””””””””””” R Not Italic, Font color: Auto

Obijectives of IPA Il assistance in the area BMEs and local economic development

Formatted: Heading 3, None, Indent:

include capacity building and support implementatiof EU-harmonised enterprise and. | Left 0 cm, Hanging: 1.5 cm, Space

AN

3.2.  Objectives, results, actions and indicators -~ - { Formatted: Font: Times New Roman,

industrial policy measures including investmentsSiMEs and tourism developmenfU ° ° [After: 0pt, Tab stops: Not at 1 cm
assistance aims to support Bosnia and Herzegowrisiste sector development with a focus. [Formatted: Font: Times New Roman, }

on the development of export-oriented sectors hadgro-rural and tourism sector. It aims to ' LFont color: Auto
assist in the identification and preparation ofeisiment projects and in obtaining local and  Formatted: Space After: 0 pt
international loan funding. A further objective i8 improve SME's access to advisory

services and financingRegardingthe agro-rural sector, EU assistance aims to im@ie - { Deleted: As it concems )
pilot projects, in particular to improve farmerssiness standards and management. A further{ peleted: 1 ]

aim of EU assistance is to support local developnterough the improved cooperation

between the private sector and education, traiamjresearch institutions in order to identify
and close skill gaps in the labour market and srghe transformation to a knowledge-based
society.

Objectives of IPA Il assistance in thigade sector include to support capacity building and
harmonisation of trade legislation and to ensur fBosnia and Herzegovina is able to
implement relevant policy reforms in the area ofeffgn Trade in order to enable its economy
to maximize the benefits from economic integratwacesses. It should support Bosnia and
Herzegovina to adhere to its obligations under ititernational trade agreements (SAA,
WTO, CEFTA) and other trade-related legal instrutaersulting from the obligations from
these international trade agreements, by fostdhiegnodernisation of the institutional and

legal framework.
‘The expectedesults are the following: <~ { Formatted: Space After: 0 pt ]

» Jmprovedeconomic governance and increased competitivearesob creation

through local SMEs$hrough better planning capacities at local level R

_ -~ -| Deleted: Better planning capacities at
local level will lead to improved

" Deleted: il lead to

e Better investment climate and eased access tdlmaling.

» Jncreaseemployability of local population achprovedsocial inclusion situation in __ - { Deleted: Coordinated skill needs }

local communitieshrough coordinated skill needs assessment <. | assessment wilead to an ncreaseo

- ‘[ Deleted: will improve the
+ Jmproved policy and operational framework for SMEsflecting the interest of - { Deleted: The overal

business community) and enhanced networking widdamia and industry to foster
knowledge transfer and application of innovationg digital economy.

 J

* Enhanced competitiveness of SMESs in strategic éxa@nted sectors (i.e. wood,
agri-food, metal) and BiH capacities for sustaiealdvelopment of tourism sector.

* Application by Bosnia and Herzegovina of a cohefergign trade policy that is in
line with its international obligations (SAA, WTQEFTA);

vulnerable. ~ { Deleted: will enable

There is interest in the donor community to coofeeria local development. The Swedish
International Development Agency (SIDA), the Swisil, the KfW, the United States
Agency for International Development (USAID), thatdrnational Finance Cooperation
(IFC), the United Nations Development Programme DB\ the UN Refugee Agency
(UNHCR), the United Nations Children's Rights, tlgmergency Relief Organisation
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(UNICEF) and the International Organisation for Kition (IOM) expressed their interest to
support integrated local development.

Local Development Coordination Group meetings (em@d by UNDP) involving relevant
donors are held on a regular basis to exchangerniaftton on on-going and future
programmes. Regular donor's coordination at seatwt programme level will ensure
synergies and complementarities of donors' intdéiees in this area. In addition, the EU
Delegation organises donor coordination meetingspasopriate.

the establishment and implementation of an integréical development programgiigough -~ { peleted: for

the development of functional institutional struess leqgislative and strategic framework fb}’\{De.eted: in the area of SMEs
acquis harmonisation, coordination and implememtatof the policies in the fields of competitiveness and social inclusi

investments, enterprise _and industry, in particdansidering SMEs access to EU pre-
structural funds and investments in acquis relatgdstructure;

In particular, IPA 11 will assist private sectorwddopment with a focus on innovation and
research capacity, the development of export aesectors, and the agro-rural and tourism
sectors. This will be accompanied by assistancetieridentification and preparation of

structural funds).Further support will improve SMEs access to adyiseervices and
investment financing and the use of innovativefitiag instruments such as the WBIF and
EDIF. Pilots will be implemented for IPARD relatetkasures like the Liaison Entre Actions
de Développement de I'Economie Rurale (LEADER) aagh and advisory and extension
services, in particular direct support to farmersimproving their business standards and
management.

IPA 11 will support the cooperation between thevpte sector and education, training and
research institutions to address skill gaps in eour market, and to increase the
competitiveness of the local econonmfyU assistance will foster effective public-private
business support networks including academia addstny to foster knowledge absorption,
business investment in research and developmengm@imahce application of innovations by
the business sector.

Support to local development targeting tourism pratluctive investment in SMESs, business
infrastructure, services, research and innovatioth #he digital economy will include the

development or implementation of polices and messuto increase private sector
investments, enterprise creation and access tmattenal markets; support to SMES' better
access to resource efficient _and innovative teduies, qualified and demand-driven

workforce and modern business infrastructure; dred development or implementation of
local development policies which stimulate publitvate partnership, better business climate
and employment opportunities.

Active employment measures and the creation objgtortunities with a particular focus on
vulnerable groups and support to the developmemdsser developed areas, including rural
areas or areas with a high proportion of vulnerginleluding refugees and IDPs), will round
off the support for the social development of lomamunities.

Concrete support will be provided to build bettesmenunity relations and prometef{Formatted: Space After: 0 pt

reconciliation in areas where populations from etéht groups continue to live in close

will also play an important role in this regard.itmplementing such programmes/projects, the
EU will apply and adapt lessons from the large boflyesearch and evidence that has been
accumulated from Northern Ireland (PEACE Programm@gsides supporting cross-
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community initiatives and the implementation of labbration between the public, private
and community sectors, EU considers supportingeigeneration of urban, rural and border
areas that appear derelict, segregated, undeitisedtening and/or unwelcoming.

In the trade area, IPA Il will support the develar of functional institutional structures,
legislative and strategic framework for acquis hammation, coordination and
implementation of the policies in the fields of dam trade and trade related policies, state
aid, competition, quality infrastructure, intelleat property rights.

The design of actions in this sector shall take @tcount the actions in the context of<the { Formatted: Space After: 0 pt ]
macro-regional strategies EUSDR and EUSAIR.

Indicators to measure progress in meeting targets (for details see Annex 2, table 2):

* Progress made towards meeting accession criteria - {Formatted: Space Before: 6 pt, After: J
. . . . 6 pt

< Doing Business, Distance to frontier, score (WB) P

e Travel and Tourism Competitiveness Index (WEF)

3.3____Types of financing
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Support can be provided primarily in the form ofhmical assistance, blending, delegatlon\vormatted: Heading 3, Indent: Left:

agreements, supplies and grants. The priority ef riiulti-country IPA programme is t0: . | 0 cm, Hanging: 1.5 cm
increase regional competitiveness through betteress to finance for SMES in cloS€ " { Formatted: Font: Not Italic, No
cooperation with IFls through the Western BalkaneEprise Development and Innovatlon\{underlme

Facility (EDIF). The TAIEX instrument provides addand short-term technical assistance. \{Formatted No underline

EU programmes, Horizon 2020 (research and innavati@OSME (Competitiveness of  { Formatted: Space After: 0 pt
enterprises and SMEs) and Consumer Programme (o@nqurotection) are relevant for this

sector and in line with the IPA Il priorities foroBnia and Herzegovina. Bosnia and

Herzegovina may benefit from IPA Il support to copartly costs for participation in these

programmes, following the national prioritisatiompess among all the EU programmes.

Formatted: Font: Not Italic, No
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Bosnia and Herzegovina is in the early phase dfngethe coordination structure for the
monitoring and evaluation of grant assistance t&ESMourism and agro-food sector which
will be reinforced from the upcoming IPA 2016 akmige.

Ownership by Bosnia and Herzegovina of a “two-fafsistance” comprised of Grant Fund
Facility and capacity building of its managemenudiure, although desirable, is not an
immediate perspective. Based on the IPA 2016 indEaschedule (2018-2022), it is not
likely that Bosnia and Herzegovina would be capalbleaking over a more prominent Grant
and Investment Facility under indirect managemewtr othe second phase of IPA |l

programme.
3.4 Risks +_ _ - | Formatted: Font: Not Italic, No
e " | underline

The weakness and complexity of governance and dabk of political support at hlgher " Formatted: Heading 3, Indent: Left
government levels as well as the shortage of fishand human resources at municipal Ie\(el 0 cm, Hanging: 1.5 cm

may hamper the development of a programmatic fraone¥or integrated local development {Formatted Font: Not Italic, No
and the effective support for the implementatiomeégrated local development actions. underline

Risks linked to the complexity of governance shallmitigated through the establishment of Formatted: No underiine

bodies facilitating decision making such as Stepflommittees and, in particular, Advisory [ Formatted: Space After: 0 pt
Boards, where the relevant levels of Government bd represented. The shortage of
financial and human resources at municipal Ievdzll lvé mitigated through the provision of

o o A

- { Formatted: Font: Bold ]

32



4.,Education, employment and social policies _ - { Formatted: Underline
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4.1 Needs and capacities in the sector «\/ {Formatted: Font: Not Italic, No
77777777777777777777777777777777777777777 underline

base of the labour force, better social inclusidntlee vulnerable population and the'. | underline

The scope of this sector includes education and@ment systems which improve the skliL Tormaued: E ot Not Ttalic. Mo

development of human resources that are necessanpport growth and development. \{ Formatted: No underline

Previous assistance under IPA | in the sector dedusupport to improvement of the quality I[F)orma;teq= Héaf?g 3, Indent: Left:
of all levels of education, development of quadifions framework, active labour market =™ "2n9ing: 2> cm

measures, support to public health and social gtioteservices. Overall, the IPA | support to
the sector included close to EUR 38 million. Otlenors supporting the education,
employment and social policies sector include Ssvigmd, Austria and the World Bank. The
International Labour Organisation is an implementuartner of EU-funded projects. Donor
coordination remains very weak.

Unemploymentn Bosnia and Herzegoviremains very high41.65% inJuIy 2016)and hits {Deleted stood at 44.5

2016. Grey economy and mformqémployment dominate. An education system nDI {Ddeted, 59.1 % of the age group

sufficiently meeting the needs of the labour maekad a limited dialogue betwegen educatlan {De,eted _

and employmeninstitutions aggravates the perspectives of the unemployedourabnd {Formatte 4: Font: Bord

employment institutions need to strengthen theficiehcy and to develop capacities to

implement active labour market measurgsllowing adoption of the Reform Agenda the [ Deleted: nstiutions in charge o

O U

sector became a priority for domestic authoritied donors

The 2010-2014 BiH Employment Strateqy expired andew strateqy is currently under
preparation. Entities have adopted labour laws 0462 in accordance with the Reform
Agenda. The Federation entity government adopted2620 strategy of strengthening the
function of mediation in public employment servicd® Republika Srpska entity adopted the
2016-2020 employment strategy.

The competences in the area of social protectian ar entity level.The absence of

harmonisegsocial protection policies affects the efficiency of the social seeg which lack - { Formatted: Font: Bold

the institutional capacnyo evaluatethe needs ofhe vulnerable.The implementation of - ~ { Deleted: . In general, it lacks

legislative framework in the area of social prot@etremains weakThe financing of social - {Ddeted for evaluating

services is uneven because the revenue of sociatsegroviders depends on the economic

constraints at all levels of government, certaiciagrotection rights provided by the social

situation of Jocal authorities, leading to disparities in socfglpport.. Due to financial - - | Deleted: the respective region and lead
to imparity in the support of vulnerable.
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protection legislation are not implemented in p#cti.e. certain payments are not made, or
else reduced amounts are paid depending on aafiatdls.

Bosnia and Herzegovina adopted a state-level ditsapolicy document, as well as entity-
level strategie$! The Republika Srpska entity adopted a 2015-2020 strategy of improvement
of social protection of children without parentare, envisaging measures of support to
young people who are leaving institutions. The ttspment strategy and social inclusion
strateqgy at the State-level andRepublika S pska have not been adopted.

The revised DPA Annex VIl return strategy providdee framework for provision of
additional support to returnees' needs, includiogsing, access to health, education, legal

11 2010-2015 Republika Srpska strategy for improwtimg social status of persons with disabilities 20d1-
2015 Federation strategy for the equalisation gfoofunities for persons with disabilities — bottséd on the
Action Plan of the Council of Europe aimed at préimm full participation of persons with disabiliien
society, titled "Improving the Quality of Life ofé®ple with Disabilities in Europe 2006-2015"
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services, infrastructure connections (electricityl avater supply), taking into account their
vulnerability.

The situation in th@ducation sector is characterised by insufficient capacitgt governance _ - { Formatted: Font: Bold

AT - - - - - - - - - _ - - - - -~ -~ - -7/ - - - e I T

structures with little policy coordination as defithby the complex constitutional set-up and
multiple layers of government. Standards for quadite not systematically applied in the

further reforms. Efforts are needed in mainstreantire on-going vocational education and
training reform and to modernise the adult educatmd training. School management,
teachers and trainers need significant professiatealelopments and better standards.
Comprehensive educational policies and practiceéshwivould address social inequality and
education for all (inclusive education) do not exisfforts are made to facilitate the access of
children with special needs to education, but acesot equally developed throughout the
country. Adequate access of vulnerable childreg. ®oma children, children in rural areas,
socio-economic disadvantaged, gender, disabilitinonity ethnic groups, linguistic and
religious minorities) to education is limited. Irepiate and deteriorated school infrastructure
aggravates the situation.

The legislative framework in_education improvedotigh the adoption of principles and
standards for adult education at the state levibvied by adoption of laws on adult
education in 6 Federation cantons. Bosnia and ldexzea adopted the state-level 2016-2026
priorities for development of higher education, ®@14-2020 strategic platform for adult
education, and a roadmap for the implementationEtf Directives 2005/36EC and
20137/55EU in the field of requlated professionke Republika Srpska entity adopted the
2016-2021 education development strategy.

The Conference of Ministers of Education providemad platform for discussion among all
Ministers of Education and other key stakeholderghie education area. However such
coordination should be strengthened in order te digtter perspective of sustainability. An
additional effort is also required to establish effective _coordination mechanism in the
Federation entity.

Policy partnerships for entrepreneurial learninmeal at establishing a strategic approach in
both formal and non-formal education, were createthe level of the Federation entity, in
Brcko District and in five cantons, including 202818 Partnerships Action plans for
development of lifelong entrepreneurial learnidgmodel of entrepreneurial competence for
International Standard Classification of Educafik8CED) levels 2 and 3 was developed and

piloted.

The Agency for Pre-school, Primary and Secondaryicktion will participate in the
Programme for International Student AssessmentAPit52018. The Agency is progressing
in_developing Common Core Curricula for primary eafion. Bosnia and Herzegovina
participates activelyin the Western Balkans Platform on Education andinimg and
participates in Erasmus+ and the Western Balkanghv\@/indow.

The Baseline Qualifications Framework and impleragon of the 2014-2020 Action Plan
for drafting and implementation of the gqualificat®framework is progressing slowly with
support through IPA funds. Sustainability of actan this area is under question due to
delays with the establishment of the state-leviglrisectorial commission for the elaboration
of the Qualifications Framework, responsible fa iimplementation of the action plan.

Progress was achieved in human resources develdghrengh the drafting of the policy
document Vision for Skills 2020. The adoption aktdocument is a pre-condition for use of
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IPA Il allocation for 2017 or 2018 under sector betdsupport in the field of employment
(including education and social inclusion).

In inclusive education the use of the Index forlusmn has expanded, though it is not yet
systematic. Pre-planned assistance for inclusivecattbn and school infrastructure under
IPA 2013 was reallocated to the flood recovery paiogne. However, inadequate and
deteriorated school infrastructures were tackledubh investment in rehabilitation and
reconstruction of schools in the areas affectefldnds in May and August 2014.

The situation ofRoma in Bosnia and Herzegovina is comparable to thgagdn in other
Western Balkan countries, impaired by social exohysdeep poverty, and limited access to
healthcare, education and training, housing and@ment. [PA 1l will support Bosnia and
Herzegovina in the implementation of its Roma smgtand related action plans in the fields
of education, employment, housing and healthcare.

Today 145,324 citizens of Bosnhia and Herzegovimastt refugees or internally displaced
persons”. Their situation has still to be improyedotably through funding of sustainable -
housing solutions and appropriate support measufA. Il will continue supporting\
sustainable housing, combined with durable socidl @conomic integration measures in line

with the prlnC|pIes and goals of the Sarajevo pssce \

casualtles resulting from mines. Vulnerable growgwsl children run a particular rlsk\ \
Demlnlng contlnues to be |mportant for refugee return arwhemic and rural development\ \

commitments as a signatory of the Ottawa Convendind in the implementation of BlH \\\
Mine Action Strategy

W

\\\
\

\\\\
|

Major developments in thgouth sector deserve stronger support from IPA Il. Imbebe

Regional Youth Cooperation Office (RYCO) was essitdd in Tirana following the Paris \\\{
Conference on Youth. Also, BiH Ministry of Civil Adirs introduced a new section for

Mobility and Youth within the Department for Eduicat, enabling better management and
planning of the youth poI|C|es in Bosnia and Heméga

4.

A

EU assistance aims to support capacity buildingthe education sector to |mpr0\te N
governance structures and policy coordination betwéhe different governance levels.
Further assistance will support the developmemuaiification frameworks at all levels of .
education and will assist the development of cufadn primary and secondary educatlon\ N
Another objective of EU assistance is the suppuriusive education and the modernlsatlon\
of school infrastructure.

d

Moved up [1]: The situation of Roma in
Bosnia and Herzegovina is comparable t
the situation in other Western Balkan
countries, impaired by social exclusion,
deep poverty, and limited access to
healthcare, education and training, housing
and employment. IPA Il will support
Bosnia and Herzegovina in the
implementation of its Roma action strategy
and related action plans in the fields of
employment, housing and healthcare.|
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In the employment sector, EU assistance aims &ngthen institutional capacities and to
develop and implement active labour market measuragher support aims to facilitate
school to work transition and to promote entrepuesi@ip as an entry point to the labour
market.

In the social sector, EU assistance aims to supportountrywide harmonised and
standardised needs-based approach for the soa#ékction system and to reform the
financing of social services. A further objectiv EU assistance is the development of care

12 Spource: UNHCR, December 2015: http://reportingaurdrg/node/12020
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services to support the social inclusion of persansisk, including the transition from
institutional to family based care.

Further objectives of EU assistance are the prawisif sustainable housing and supporting
measures for IDP and refugee return as well assstjpr the Roma population. Another
objective is the support for demining of mine-conitaated areas.

The expectedesults are the following:
. A decreased number of unemployed, in particutartly unemployed, through

facilitate school to work transition.

. The education sector will be better adapted eonkeds of the labour market.

. The number of early school leavers and schogdalnts will be reduced.

. Teacher professional development will improve.

. Inclusive education will prevail.

. The access of vulnerable and disadvantaeexbleto education will improve.

° A coordinated needgasedapproach and a reformed financing of social- { Formatted: Font: 11 pt

services will increase the sustainability of theigb protection system and
ensure a harmonised support for vulnerable people.

. IDP and refugee return will benefit from sustdileahousing and supporting
measures.

. The Roma action plan will be implemented.

A Progress_will be achieved in fulfiling BiH comfmients under Ottawa - - { Deleted: - Demining wil progress.f ]
Convention.

Addressing the high unemployment, in particulartiiounemployment will come along with
support for the recovery of the local economy. IRAwill assist labour and employment
institutes to strengthen their capacities and teeligp and implement active labour market
measures and will support reforming labour legistatvith the objective to increase labour
mobility. The increase of the employment rate stidénlturn lead to a decrease of the share of
the parallel labour market and the increased nunabecontributors should improve the
income situation of the social services in general.

Support for special measures to facilitate schoakork transitions, e.g. traineeships, career
information and counselling services, work-basearisg programmes for young people,
including second chance opportunities, will addrdgs high youth unemployment, together
with legal and financial incentives for SMEs to idet trainings for their employees and
traineeships for young people. IPA Il support aidldress specific programmes at all level of
government to promote entrepreneurship as an gt to the labour market, and will
include training and mentoring measures to fosténepreneurship in schools and universities
to promote entrepreneurial thinking among youth.

Further support to the employment sector will bedss in the area of Public Administration
Reform because the system is inefficient, it is aloie to deliver the expected results and it
involves a huge administration.

In the education sector, IPA Il will provide cagscibuilding to improve governance
structures and policy coordination between theediffit governance levels. Support will
further develop basic qualifications frameworksattlevels of education and will assist the
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development of curricula in primary and secondaiyoation. The number of early school
leavers and school dropouts should reduce throegikribcoordinating the support at national
and local levels, ensuring that traineeships anutesqticeships offer productive careers with
opportunities  for progression. Faculties will reeei assistance to develop
modules/programmes at university/master degreé lew&eacher professional development.

New tools and methodologies will improve the traqbf school principals and school teams
in whole-school approaches, for inclusive educaipproaches and for adopting indices for
inclusion. Support will be provided for the modeation of school infrastructure. Pilot

projects, including investment support will bene§ithools who actively participate in

programmes to end discrimination and segregationfoster inclusive education and to

promote access of vulnerable to education. Dataat@n and processing will be improved.

Support to education policies will be provided imel with the major EU policies in the area,
in particular the Education and training 2020, Brages-Copenhagen Process for Vocational
Education and Training Specific dedicated prograsiraad the Skills Agenda for Europe.

The education sector still needs further suppobietdetter adapted to the needs of the labour
market. This implies further development of quaéfion framework, development of
qualifications and occupational standards primainlythe areas of VET, TVET, adult and
higher education and recognition of all forms ofiegtion and entrepreneurial learning.

Comprehensive educational policies and practiceseading social inequality, education for
all (inclusive education), and the problem of sggt®mn and discrimination in education
remain a priority, as well as further investmensemool infrastructure.

Pre-school education should be supported sincedhatry lags behind EU countries and
other countries in the region with a very low emeht rate.

Conditions for future assistance are: adoption\éfibn for Skills 2020”, establishment of
the Inter-sectorial Commission for the elaboratdrthe Qualifications Framework, adoption
of the drafted Strategy for pre-school educatiothatstate level.

Future IPA 1l support should take into account tieev developments within Youth Sector.
Projects and activities shall be planned both withe scope of RYCO mandate as well as on
the level of the newly established section of Miyi®f Civil Affairs at state level.

IPA 1l will provide support for the further develognt of a coordinated needs-based
approach in the social protection system and ferdéfiorm of the financing of social services.
The targets are a countrywide harmonised and stdiseéd needs-based approach to social
services and social benefits, notwithstanding tlaee of residence, study or work and an
integrated budgeting and financing system for das®avices. Further support will target the
development of care services to support the sowdlsion of persons at risk, with a focus on
the needs of the target groups (e.g. children, Rodisabled, unemployed), including
transition from institutional to family-based cd children deprived of parental care and
children and adults with disabilities.

Financial assistance could be provided to addresses such as: improve and standardise
social services, address significant territoridfedences and discrepancies in benefits and
ensure that social protection rights defined by #wrial protection legislation are
implemented in practice, Performance of servicevideys at the Municipal levels, for
provision of social protection and inclusion, skibbe improved in terms of human, financial
and technical capacities. Services, particularlynf@rginalised and vulnerable groups, lack
resources and adequate approach that affects #lieyqand accessibility of services for all.
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There is a set of EU Directives dealing with Healttd Safety at Work, whose requirements
have never been addressed systematically. In additie ILO has adopted more than forty
conventions and recommendations specifically dgadiith occupational safety and health, as
well as over forty codes of practice. Based onhiertanalysis of needs, financial support
might be appropriate in order to address the ks dga compliance with EU acquis in this

field.

IPA 1l will accompany IDP and refugee return by yiding sustainable housing solutions and
supporting measures. Bosnia and Herzegovina ati#®orwill receive support for the
implementation of the Roma action plans.

Continuedsupporjshould be provided to BiH in fulfilling its commints as signatory tie __ - { Deleted: IPA 1l wil provide
Ottawa Conventiomndjn thejmplementatiorof BiH mingaction strategy ~ { Deleted: for

The EU is the main donor in the education sectdraordinates its activities with other < \;\\Ta"g:ted: demining of mine-contaminate
donors, in particular Austria, Germany, the CountiEurope, UNICEF, Norway, and Japan \\

Besides the EU, the World Bank, USAID, SIDA, theu@ail of Europe Development Bank
(CEB) and KfW are the key actors in the employnsaator. The World Bank and the UN {De'eted support

family support social policies development anddtrengthening of human rights. {De'eted -victims and their families
{ Formatted: Space After: 0 pt
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Indicators to measure progress in meeting targets (for details see Annex 2, table 2):
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infrastructure and support for the Regional HousRrggramme (RHP), and Annex VI ' { rormatted: Font: Not Italic, No
projects, aiming providing sustainable housing sohs for refugees and internally dlsplaced ! [Lunderline
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Support can be provided primarily through twinningghnical assistance, blending, grants, %
{

EU programmes, the Erasmus+ programme (educatraimirtg, youth and sport), the**{Formatted: Space After: 0 pt ]
Programme for Employment and Social Innovation (Ea$hich supports efforts in

designing and implementing employment and socitdrmes, and the Health for Growth

programme are relevant for this sector and arsméwith the IPA Il priorities for Bosnia and

Herzegovina. Bosnia and Herzegovina may benefih fi8A Il support to cover partly costs

for participation in these programmes, following thational prioritisation process among all

the EU programmes.

The EU is currently considering the possibility mieparing a Sector Budget Support for
employment including also education and social usicin. The adoption of a strategic
document such as "Vision for Skills 2020" is a jmmdition for sector budget support.
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responsible for economic development and the secomomic development of rural areas.
However, there is no social development strategistiag strategies are uncoordinated and
overlapping, data collection is insufficient andtleange and cooperation between the relevant
bodies is poor, not at least because of politieaistance to agree on common standards and
strategies.

5. Transport
5.1 Needs and capacities in the sector

This sector covers capacity building, policy depehent, leqgislation approximation and
investments in transport, incl. regional and EUegnation of the road and rail networks,
aviation as well as inland navigation and ports.

Substantial IPA | funds have been mobilised fors teector, with investments on ...,
amounting to over EUR XX million. Other donors imetsector include... Under IPA I, a
substantial support to the sector in 2012 wasaathalf in 2013 in total. The sector was not
recommended for financial assistance and receiwvesupport in 2014, 2015 and 2016 under
IPA 1l due to the lack of a country-wide strategy the sector, despite being mentioned under
Article 106 of the SAA® In the meantime, the progress in the sector haedufrom slow,
but steadily progressing trend to a critical stéild®oth in institutional and infrastructural
terms, also providing a negative impact on thengtts to boost the economic development in
Bosnia and Herzegovina. Renewed IPA assistancéiiso sector, in line with the SAA
commitments and the EU Enlargement Strategy, ietbee essential following the adoption
of a 2016-2030 country-wide framework transporatetgy and action plan in July 2016,
based on related entity strategiés

The country has no sufficient financial and insiitnal capacity to follow the requirements
and timely and effectively address the issues éndictor. Institutional capacity building is
particularly required regarding inland navigatiomdaintermodal transport, but also in the
areas of railway and civil aviation. Additionally2A 11 will be even more critical to facilitate
implementation of the Europe and South East EufSpa#) 2020 Strategies.

To that end, IPA 1l will continue to hinge on a tietal programmatic action line, focussing on
the one hand on supporting relevant legislatiognatient with theacquis on all mode of
transport; and on the other hand, on rehabilitatod improvement of infrastructures and
networks, particularly multi-modal networks thaé grart and/or connected to the main Trans-
European and Core Regional Transport networks. thahdilly, IPA |l assistance to the
transport sector in Bosnia and Herzegovina will gtegrammed and implemented with

4 »Cooperation between the Parties shall focus on priority areas related to the Community acquis in the field of
transport. Cooperation may notably aim at restructuring and modernising the transport modes in Bosnia and
Herzegovina, improving the free movement of passengers and goods, enhancing the access to the transport
market and facilities, including ports and airports, supporting the development of multi-modal infrastructuresin
connection with the main Trans-European networks, notably to reinforce regional links in the South East Europe
in line with the Memorandum of Understanding on the development of the Core Regional Transport Network,
achieving operating standards comparable to those in the Community, developing a transport system in Bosnia
and Herzegovina compatible and aligned with the Community system and improving the protection of
environment in transport.”

15 1n July 2016, following adoption of a frameworksport policy document in the Parliament of BiF2015,
the framework transport strategy document has bdepted by the Council of Ministers of BiH.
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careful consideration of the close interconnectiogtween transport and environment,
inclusive of climate change and related policied #re international obligations of Bosnia
and Herzegovina.

In terms ofdonor coordination, funds for transport infrastructure developmeret @rovided
primarily in the form of loans from IFI such as torld Bank, the EIB, the EBRD and also
from the bilateral cooperation with Germany and .om® transport projects are funded by
[OTHER DONORS].

In terms of theconnectivity agenda Bosnia and Herzegovina’s authorities have played
active role in the region and committed to advatiheepreparation and financing of mature
regional transport projects. Bosnia and Herzegowdapted a joint statement with other
Western Balkan countries, agreeing on the corespranh network for the Western Balkans
that will extend the EU Trans-European TranspoBENITT) corridors, accompanied by the
implementation of a number of technical standandd eonnectivity reform measures. In
Bosnia and Herzegovina, thead core network to be connected with EU TEN-T corridors
includes a road from Samac through Sarajevo anstavido the Croatian border in Bi@
(part of Corridor Vc), as well as Route 2 startingGradiSka and going to Banja Luka and
Lasva—Travnik. Regarding railways, the section frfSamac to Sarajevo is now part of the
rail core network that will be serving as extensarEU rail network. The Biko riverport
and the Sarajevo Airport are also part of the negjicore network.

The construction and reconstruction of transpdifastructure lying on trans-European and
regional core networks — as well as of relevamitagtructure projects that although not
included in trans-European regional core networksnaajor feeders to EU/SEETO corridors
— remains a key to effective and sustainable fonatig of Corridor Vc. The latter is
nowadays referred to also as part of the extendeN-T Mediterranean Corridor, and
envisaged development of intermodal transporidétgelopment is also essential for diverting
slower freight traffic from faster regional rail dmoad routes, such as Corridor X. These
infrastructures will thus be also the focus of fatuPA assistance, in order to reduce the
investment with an equal or even higher effect, mmtdease efficiency of the investment in
infrastructure.

The challengesin the transport sector include the inadequatecation of resources for
infrastructuremaintenance The capacity of Bosnia and Herzegovina to maintsiroad and
railway network affects the choice of any possibléure new investment. Bosnia and
Herzegovina has considerable needs for additiometstments in line with the national
Framework Transport Strateqgy, the SEETO work plansl the Connectivity Agenda.
However the investment projects should be idemtiiased on prioritisation criteria including
the technical and financial abilities for implemegtthese projects within their medium- (and
long-) term budget framework, thus creating a singpeline of projects and considering the
available fiscal space. Furthermore, there areifspeballenges to further develop transport
policies, for instance regarding the implementatiwihthe 2016 Framework Transport
Strategy, in-depth reform of rail sector, opporti@si and resources for the development of
maritime transport and multimodality, security aadety standards for all modes of transport,
urban mobility, the aviation market, and othergime with EU, in particular climate action
policies.

Bosnia and Herzegovina must give the required tteno the so called "connectivity reform
measure$ identified in the Vienna meeting within the Berliprocess. Bosnia and
Herzegovina should identify and address withoutagledll relevant measures such as
regulatory issues, streamlining of border crossmmgcedures, which could bring about
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immediate connectivity benefits for the Westernkdal 6 participants and at a reasonable
cost.

5.2 Obijectives, results, actions and indicators

IPA 11 will support Bosnia and Herzegovina with tpeimary objective to further develop
transport policies and to maintain and operatetiexipublic infrastructure investments in
sustainable and efficient way. In addition, theeahiye is to create a pipeline of feasible,
mature, and implementable infrastructure projects.

To unblock the sector and re-start the processirtfiér alignment with acquis and providing
the pre-conditions for improvement of the infrasttre, continuation of the support both to
institutional and infrastructure development iseesisl and urgeniObjectives include, first,
the alignment with thacquis. of relevant rail, road and maritime transport $éstion, as well
as development and finalization of strategic doquisig@ertaining to transport; and, second,
the improvement of transport infrastructure network

Theresults which are expected to be achieved with EU suppohtide:

o Transport policies and legislation further aligneith EU legislation and best practice,
including to support the 2015 Paris Agreement dméte Change, to increase global
expenditure dedicated to climate action;

* Administrative capacity for managing transport pels improved;

o Sustainability of investment projects improved tigb support to realistic
maintenance programmes and to the coordinatiorle¥ant stakeholders for funding
operating expenditures;

e Transport safety is significantly improved, espbgiaegarding roads, maritime
transport and aviation;

e Investments in transport infrastructure advancedlime with SEETO network
development plan priorities and the connectivitgradn;

e A single selection mechanism functioning for id&mtig priority investments
considered for blending IPA Il grants with IFI laam line with the existing transport
strategies and plans.

* In depth reform of the rail sector, starting witietalignment of the legislation and
setting up the required institutions.

For what concerns legislative alignmeautfionsto be supported include, in civil aviation, the
further support in implementation of the ECAA amavards full completion of alignment
with the acquis of the regulations. In rail trangpthe transposition of the'12", 39 and 4"
railway package needs to be re-accelerated, incpkat in terms of strengthening of the
requlator and opening of the railway market. Rajiwsafety needs to be substantially
improved. In road transport, the law on transpdrtdangerous goods has still not been
adopted. Safety legislative and its implementati@eds urgent attention and support. In
maritime navigation, further progress in adoptidnn@ritime conventions and progress in
provision of the legislative and regulatory framekv@s required, but should not be expected
as a priority, considering geographical positiod aapacities of the country in the sub-sector.
In_inland waterways navigation, the navigation $émtion requires further review and
improvements, and relevant navigation requlatiaesta be brought in line with thacquis.
Institutional setup of the sector is in the embsyage. The intermodal/combined/multimodal
transport is institutionally still at a very stamequiring the development of the legislative and
regulatory framework.
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In_civil aviation priority infrastructure interveions for the forthcoming period include in
particular the provision of equipment for air traffnanagement, or minor infrastructure
interventions at airports. Provision of permanerttoanmodation for air traffic requlator may
also be envisaged. In rail transport, the provisibrdesigns for track overhaul should be
continued, in particular for those for which the EJalready providing conceptual designs
and preliminary studies becomes urgent. This coscdhe remaining sections on the
Mediterranean Corridor and Doboj-Tuzla€¢By section on SEETO network. Since the
SEETO MAP 2016 has included the railway sectionsrdik—Tuzla and Banja Luk—Novi
Grad, conceptual designs and preliminary studieshifise sections can also be considered. A
radical improvement of the railway corridor needsbe elaborated and designed, to follow
after overhaul is completed. In relation to Adgati lonian Strateqy prepared by the EU, the
railway link to connect the region as a backbonsuwsh strategy should also be explored. In
road transport, the SEETO routes 2a, 2b and 3wkich the EU is developing conceptual
designs and preliminary studies would require eaation of efforts in terms of provision of
preliminary and main designs. Around 80 km of maty on the Mediterranean Corridor is
lacking main and executive designs, possibly taiiregassistance of the EU. In maritime
navigation no major interventions are foreseen.idl@and navigation, the designs for
rehabilitation of the Sava river navigation route the section Riko—Raa needs to be
prepared. Having in mind the financial scale otiméntion, rehabilitation could be assisted
through a national envelope of IPA 1l. On Intermié@ambined/Multimodal transport, the
issue of bottleneck at Ivan—Bradina needs to b¢hduraddressed through provision of
preliminary and main design.

The indicators to measure the achievement of the objectives imdllude (see table 2 in

annex 2):

» Progress made towards meeting accession crite@g (E

» Logistics performance indicator — score (WB);
+ Climate-related expenditures moving towards theettaof 20% by 2020 (EC).
5.3 Types of financing

Sector budget support, blending of grants with $oiom IFIs and Technical Assistance is
the preferred type of financing in the transpodtee or respective sub-sectors such as rail or
road transport, if the conditions are met. Beftie dligibility is established, service contracts,
twinnings and other (for instance from multi-bengfty assistance or TAIEX) will be used to
deliver the assistance. Regarding investmentsoalgmted approach to blending of IFI loans
with IPA 1l grants is foreseen through the WestBalkan Investment Framework (WBIF).
Road maintenance might be supported through cotipenaith other donors, e.g. the World
Bank. The participation in relevant Union Programsméll be supported and details decided
later at the time of programming.

The development and implementation of thensport policy, as well as the approximation
of the requlatory framework with the EU legislation, will be suppenitthrough technical
assistance. Technical expertise will also help gepature and implementable infrastructure
investment projects. It is envisaged that all EWd ather donor funding will be included in
one single prioritisation and selection procesdor investment projects. IPA |l funds will
primarily be used for feasibility studies, impassassments or design studies or other related
services in order to prepare bankable investmettishvmeet eligibility criteria for loan
funding from IFIs or other donors. Further suppeitt be needed for the rail sector in terms
of the alignment of the legislation and building tine capacities for the new institutions that
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will be established. The development of maritimengport within a multimodal integrated
transport system will also be supported.

IPA 11 funds will as well contribute to the setup programmes for thenaintenance of
investments. However, IPA Il funds cannot subgtittlie obligation of the beneficiary to
provide the resources for operating and maintaittireginvestments. EU assistance might be
used to set up the mechanisms and provide co-fgrfdina limited time with a reduction of
the part co-funded by IPA Il over time.

In order to ensure that loans are able to addhesprtority development needs and in order to
speed up investments considering the limited pukkources available, the provision of IPA
Il funds will be coordinated in line with the WBIR order to co-fund certain investments and
combine the IFI loans with a limited amount of gréumding. In these cases, the preferred
modality for delivering the assistance is the manaent of EU funds by the same donor that
delivers the loans, in order to maximise the efficly of the implementation regarding timing
and the use of economies of scale.

A framework transport strategy, based on the Trarisfirategies of the two entities and the
Breko District, was adopted by the state-level Coun€iMinisters in July 2016, providing a
good strateqic basis for future choices. IPA lllsilpport the various Ministries to develop
the basic elements of a sector approach such &sy@otd strategy development, budget
planning, institutional and organisational devele@minand coordination, amongst others.
Once the basic conditions are met, assistance wraynae with more clearly defined sector
approaches which might include sector reform catdrésector budget support).

5.4 Risks

There is a risk that the resources available hotieims of funds and human resources may
not be sufficient. Therefore the mitigating strateég to focus on the affordability of new
investments and make sure that existing investmantaell as new ones are operated and
maintained adequately. New investments will onlyshpported once the basic requirements
for adequate management are in place. A close catige with IFIS is necessary in order to
maximise efficiencies. Due-diligence assessments véi applied thoroughly in project
preparation activities.

There is a risk that the fragmentation of competerat multiple levels may create problems
of coordination, compounded by potential divergipriprities and political blockages. To
mitigate this, the EU will make use of instrumernd$ political dialogue (including
SAAsubcommittees) and rely on the newly-establistigdcture of the BiH mechanism of
coordination in EU matters.
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6. Environment and climate change

6.1 Needs and capacities in the sector

This sector covers capacity building, support foe adoption of EU-aligned legislation and
infrastructure investments, notably in water, fle@hd waste management as well as climate

change actions

Environment and climate action is a key elementthe EU's cooperation with the
neighbouring countries to promote sustainable ewdn@rowth. Candidate and potential
candidate countries are called to align themselvidh EU legislation in the fields of
environment and climate in the interest of sustamaconomic development and growth, and
enhanced environmental and health protection acwrise Continued IPA support to BiH in
this sector in line with SAA commitments was indedh as essential in the EU enlargement
strategy. This assistance is also considered alriiclight of facilitating implementation of
the Europe and South East Europe (SEE) 2020 Sigateg

Bosnia and Herzegovina continues to lack progmesdigning with EU environmental acquis,
including environmental monitoring and reporting waell as fulfilling its international
commitments stemming from the environmental treatiepresenting an integral part of the
EU acquis. The main needs in the sector concerretingired progress in acquis transposition
and compliance, including compliance with the sheda'investment-heavy' EU directives
primarily in the fields of water and waste managemén this regard, financial assistance
should encompass on one hand capacity building unesst all levels of the administration
that have a role to implement obligations in thildi, and on other hand infrastructure
investments to support the policy objectives, palérly in the waste and water management.

Bosnia and Herzegovina recently adopted the clinshnge adaptation and low emission
development strategy (in October 2013, in forcbg £014-2017 action plan for flood
protection and river management, and the revisekb-22020 strateqy and action plan for
biodiversity and landscapes protection. The diaérrbasin management plans for the Sava
river were developed with EU assistance and renmale adopted. Bosnia and Herzegovina
also submitted its Indicative National Determinedn@ibution (INDC) to the UNFCCC
following its adoption in October 2015.

Bosnia and Herzegovina signed the Paris agreementlimate change in April 2016.
Ratification by relevant authorities is a prioriffhe country should immediately put in place
the policies identified in its Nationally DetermoheContribution (NDC). Domestic
stakeholders will need to closely cooperate andiplysadjust different activities and plans in
order to meet requirements outlined in the countdDC. More efforts need to be invested in
undertaking local initiatives (such as action plémgeduce air pollution in cities, improve
energy efficiency measures, enhance usage of Rig®ove urban planning) to contribute to
climate change mitigation.

Substantial IPA | funds have been mobilised fors teector, with investments on ...,

amounting to over EUR XX million. Other donors hetsector include... The last assistance
allocated in the environment sector was under IP#112 The ongoing EU-funded

infrastructural projects (complementing the IFI&and funding in place) addressing the
burning issues of water supply, urban waste wagéatment, landfill of waste, floods (in line

with provisions of respective EU directives) are e completed within the next 12-15
months.

IPA | assistance delivered outputs comprising cguwide strategic documents (e.g. draft
Environment Approximation Strategy, Directive Spiecimplementation Plans, for the four
selected heavy investment EU Environment Directigeaft Environmental Policy, etc.) that

44



could facilitate access to funding under IPA |l apmproximation in the area of environment
with the EU acquis. It would also contribute tofillihg the requirements of the SAA to
which the Bosnia and Herzegovina is a signatoryypdihe outputs were developed applying
the agreed “modular” approach. Nevertheless fuphecessing of the delivered outputs was
blocked and there has been no tangible progre$ars®ecommended reengagement of the
working groups established under the project (cisnmr project beneficiaries) and
participated in outputs preparation did not yeetplace.

Assistance under IPA Il was conditioned to the a&idopof a country-wide strateqy in the
environment sector and therefore not included éltidicative Country Strateqy Paper 2014-
2017 and not covered under IPA Il so far. The coustill lacks a comprehensive and
concrete country-wide environment strategy, nemgst provide for harmonised country-
wide implementation of the EU acquis and ensureg tha sector is addressed in a
comprehensive and a consistent manner, duly tee#tie set priorities. This can also trigger
new investments primarily in the environmental astructure, leading to creation of new
jobs, providing for environmental protection adiflihg the requirements of the EU acquis in
the respective areas. The urgency for existenceuoh a strategy is even bigger as the
environment sector represents around one thirdeoEJ acquis.

Assistance under IPA 1l is recommended under thelition that tangible progress towards
adoption of a comprehensive country-wide strategyé environment sector is demonstrated
by the end of 2016. At minimum this would includeorking groups re-established for
processing the strategic documents for adoptiorthbyrelevant levels of BiH government
based on outputs delivered under the EU funded28@8 assistance, and realistic prospects
that the adoption of priority strategic document®.(at _minimum the Environment
Approximation Strateqy) can follow during the filslf of 2017.

6.2 Obijectives, results, actions and indicators

IPA 1l assistance to Bosnia and Herzegovina shaifd to support implementation of

existing environmental policies and support adamtato climate change, including adequate
investments to implement the policies. To that eahport should continue to hinge on a
twofold line of programming action, focusing on tleme hand on supporting relevant
legislation alignment with the EU acquis in areaeaf/ironment and climate change, and on
the other hand on investments to support complianitb the heavy-investments EU

environmental directives, particularly in the wasied water management areas. An
additional objective is to prepare a pipeline ofdible, mature, and implementable
environmental infrastructure investments.

Theresults to be achieved with EU support include the follogyi

« Environment and climate change polices and ledisiadre further aligned with EU
legislation and best practice and effectively immpdated, including to support the
2015 Paris Agreement on Climate Change, to incrgidml expenditure dedicated to
climate action;

e Sustainability of investments through better camation of relevant stakeholders is
improved;

» Sound funding for operating and maintenance experedi is ensured, along with the
support to operation, monitoring and maintenan@aciées;

« SEA and EIA are systematically carried out andgaiions measures implemented:;

* Pipeline of investment projects in line with thestixg master plans established:;
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* Waste water collection and treatment has increasdifie with the EU legislation the
largest agglomerations and environmentally sers#ieas are prioritised;

* A master plan for waste management investmentgcesly recycling, and a project
pipeline for the implementation is available

« Number of functioning waste management, especiadlgycling, facilities have
increased;

e The selection mechanism for identifying priorityv@stments (connectivity single
project pipeline) in water, flood protection, wastenagement and climate change,
considered for blending IPA Il grants with IFI I@ns functioning;

« Climate change mitigation and adaptation strateaigsaction plans at local, regional
and national level developed and implemented.

In terms of theaction to be supported, a differentiation is needed betwéa) development of
policies, leqislation, planning and preparation ioffestments and (b) the support to
implementation of policies and actual investmernts;l. ensuring their operation and
maintenance.(c) increased role of civils societyaaizations in the area of policy dialogue.

[MORE DETAILS ON FORESEEN ACTIONS?]

Extraordinary assistance to incredle®d managementcapacities was granted via |IPA 2014
Special Measures National and Regional programM&lF assistance and with planned
assistance under IPA 2016 on the basis of the adofttion Plan for Flood Protection and
River Management for BiH 2014-2017 (adopted in dayWR2015). The Action Plan was
developed by the working group led by the BiH MolRTEBnd comprising all institutions
responsible for water management. Due to substdfitiaassistance already in place further
support in this area should only be consideredfatg a stocktaking by the BiH authorities
of progress in the implementation of the ActionrRldhis would be necessary to take into
consideration lessons learned from implementatibrthe assistance in place, including
through other donors' funding, assess state ofiplaggard to results and based on this assess
further needs.

6.3 Types of financing

The development and implementation of the envirartma@d climate action policies, as well
as the approximation of the requlatory frameworkhvthe EU legislation, will be supported
through technical assistance, provided via twinpirsgrvice contracts, TAIEX and
international specialised agencies. The technixpétise will also strengthen the capacities
of the central and local institutions to enforce trelevant regulatory measures for the
protection of the environment. If needed, the suppill also include specific equipment to
monitor sector policy benchmarks. Support will aieoprovided for public awareness raising
and meaningful integration of environment into aothelicy areas such as energy, transport,

agriculture.

The preparation of feasible, mature and implemdatmifrastructure investment projects will
be supported through technical assistance for H#iagi appraisal, impact assessment,
designs and other studies. It is envisaged th&dland other donor funding will be included
in one single prioritisation and selection procdB# |l funds within the connectivity agenda
in the Western Balkans will primarily be investent feasibility studies, impact assessments
or design studies in order to prepare bankablesinvents which meet eligibility criteria for
funding from IFI or other donors.
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Sector budget support is the preferred type ofnfiirey in the environment sector, or
respective sub-sectors such as water or waste raresd, if the conditions are met. Before
the eligibility is established, service contradtinnings and other (for instance from multi-
beneficiary assistance or TAIEX) will be used tolivdx the assistance. Regarding
investments, a coordinated approach to blendinéFbfoans with IPA grants is foreseen
through the Western Balkan Investment Frameworke Phrticipation in relevant Union

Programmes will be supported and details decided & the time of programming.

In terms of the conditions fasector support it has to be noted that competence in the
environment sector is at entity level (shared wlith cantonal level in the Federation entity)
and different ministries, strategies and budgetsrarolved.

6.4 Risks

There is aisk that the resources available both in terms of $usrtl human resources are not
sufficient. Therefore the mitigating strategy is tocus on the affordability of new
investments and make sure that existing investmantaell as new ones are operated and
maintained adequately. New investments will onlyshpported once the basic requirements
for adequate management are in place. A close catige with IFIs is necessary in order to
maximise efficiencies.

There is a risk that the fragmentation of competerat multiple levels may create problems
of coordination, compounded by potential divergpriprities and political blockages. To
mitigate this, the EU will make use of instrumewfspolitical dialogue (including SAA
subcommittees) and rely on the newly-establishedctre of the BiH mechanism of
coordination in EU matters.

7. Agriculture and rural development

7.1 Needs and capacities in the sector

The scope of this sector includes (a) the abilifytloe agri-food sector to cope with
competitive pressure and market forces and to pesively align with the EU rules and
standards, (b) increase resilience to adversetsffifcclimate change, and (c) food safety,
veterinary and phytosanitary policies.

Previous assistance under IPA | included supparthfe definition of the sector policy, with
particular reference to capacity building actisti® set up the administrative structures for
the future management of the IPA |l rural developt@ARD) programmes. |IPA | support
also focused on capacity building in the area afdfeafety and veterinary services, incl.
improving national and local laboratory infrastiuret. Overall, the IPA | support to the sector
included close to EUR XX million. Other donors sopng agriculture and rural
development include the World Bank, UN agenciesedm (SIDA), Czech Republic and
others.

Assistance under IPA 1l was conditioned by the aidopof a country-wide strategy in the

agriculture and rural development sector and tleegefiot included in the Indicative Country
Strategy Paper 2014-2017 (there are only limiteckoseaspects as cross-cutting in the
Competitiveness and innovation sector).

The agriculture and rural development sector, iticlg food safety, veterinary and phyto-
sanitary, continues to be one the key strategitosedn BiH, often referred to as the
backbone for the country's viable economic andadadevelopment in terms of economic
growth, export potential and job creation. Its impoce cannot be understated for the the
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perspective of gradual economic integration of Bmsmd Herzegovina into the EU common
agricultural policy and the EU market of more tH#0 million consumers. Agriculture and
rural development thus remain a priority for IPAsUpport in the period 2014-2020 to ensure
alignment with the acquis and to support the imgletation of relevant EU policies. The new
set of agriculture and rural development reformsva#i as the focus on greener policies,
stronger supply chain and area-based approach 281af in the context of the common
agricultural policy, make IPA Il funding essentialsupport policy commitments and reform
processes in the sector. The sector strategicifg®muntil 2020 are therefore considered
relevant for targeting the overall sector objectiveeipport for harmonising the agricultural
policy and institutional framework and developing rural areas, will therefore contribute to
sustainable strengthening of BiH economy by providing employment and trade opportunities
aswell asimproving sanitary, phyto-sanitary and environmental standards.

There have been no substantial reforms withinatiréculture and rural development sector.
Some improvements were made at operational lewgbracedural and information system
upgrades though at different pace across the courtte state level remains insufficient in its
efforts to coordinate and harmonise policies andlément plans. Institutional and
administrative capacities are still in need fortlier improvementstood safety, veterinary

and phyto-sanitary sectors need to further develop their institutioand administrative
capacities. Legal frameworks have continuously beearaded, mostly at the level of the
implemention of leqgislation. However, state levi®/s on food safety and on veterinary
matters still need to be adopted as fully aligneith whe acquis. Som major steps forward
were taken when exports to the EU were grantedirb2n the dairy and milk sector as well
as for potatoes. Some improvements were made @fteegiand data bases in the food safety
area, including GMO, in the veterinary area regaydanimal health and welfare, and on
phytosanitary issues. Inspection and control sesyilmcluding for laboratories and institutes
for testing and analyses, are in in the procedsenfg upgraded in terms of standardised and
uniform procedures as well as accreditation of wdsh

Sector investments from national budgets are Ilstithiely based on social needs and less
oriented towards an increase of competitiveness iandvation, though the entities have
recently been attempting to reform their prioritif#®m more general services towards
production. In spite of the fact that there is pjenf land available (a large percentage of the
country is classified as utilisable agriculturahdy, there is a need for more intensive
agricultural production and consequently for furth®ector restructuring, targeting in
particular the primary income level and those pafioh and labour force categories which
have a potential for competitive businesses likaglyand women.

The country still lacks aomprehensivecountry-wide agriculture and rural development
strategy. There was no progress in the development of sudbcument in the past period.
The entities adopted new strategies, including2®E5-2019 Federation agriculture strategy,
2015-2019 Federation rural development programmamdmwork, and 2016-202Republika
Spska agricultural and rural development strategic planthe upcoming period, the &o
District may also have its sector strategy desigmitial the support of the FAO. However, the
level of harmonisation and comprehensiveness bettase strategic plans remain unclear.
With EU support, the country has carried out sedtogviews for a number of competitive
sectors: dairy, fruits and vegetables, cerealsesviand economic diversification as well as
aquaculture and forestry, which have provided iriptd the effort to improve the country’s
policies’, as well as input into a country-wide audevelopment programme design once
feasible.
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Assistance under IPA Il is recommended on the dmmdithat tangible progress is
demonstrated towards the development of a compsarenountry-wide strategy in the
agriculture and rural development sector by the@2D16 (i.e. the country’s working group
started working on the document and/or availabitifysome draft) or in case there is any
other strategic document that could be assessexiffisient policy framework basis (e.g.
World Bank’s study on assessment of effects ofSA@ adaptation from both the costs and
opportunities level with complementing sector ppliand implementation analysis and
recommendations) and that adoption of such a gia@d/or a document can realistically
follow during the first half of 2017.

The alignment of BIH agriculture and rural develaur sector, including the food safety,
veterinary and phytosanitary areas, with relevdnta€quis remains necessary to ensure that
the country makes verifiable and tangible sectogpmrss and eventually fully benefits from
the access to EU market as provided for in the SAltpnomous Trade Measures (ATMS)
and other EU unilateral trade measures. The abssgnhaeountry-wide agriculture and rural
development strateqy, the lack of progress in tbantrty’s acquis alignment and the
insufficient knowledge of the public and of intergsoups when it comes to the implications,
processes and opportunities related to EU accebsios proved to be major obstacles to the
successful development of the agricultural seci®asnia and Herzegovina.

Due to the above sector challenges, other donaocgjrammes also had limited scopes and
opportunities during the past years. Some projactiertaken by e.g. SIDA, Czech Republic,
Slovenia, World Bank, USAID, UNDP and FAO remaingdored to specific areas like
support to inspectorates and laboratories, or disapport measures to the private sector,
farmers and the rural population. Only a limitedniner of donors' programmes are currently
ongoing (e.g. FARMA I, SIDA/USAID/Czech Republicor planned. The EU’s demand-
driven TAIEX instrument continues to be appliedtba basis of the country’s proposals in a
number of policy and implementation fields.

7.2 Obijectives, results, actions and indicators

EU assistance will support Bosnia and Herzegovinddveloping an efficient, sustainable
and innovative agro-food sector which is compsadition the EU market and offers
employment, social inclusion and quality of life tbe rural population.

Given the unfinished processes of aligning withdfasafety, sanitary and phyto-sanitary
requirements in the sector with a view to fully iementing the SAA, ia. through enabling
exports of products of animal origin to the EU, andirectly, implementing the reform
agenda effectively, thepecific objectives of IPA Il financial assistance in the sector until
2020 include:

(1) adoption and further implementation of a countrgeviagriculture and rural
development strategy including multiannual Actionlar?s), investment
framework(s) and other elements to the extent au@te;

(2) transposition and implementation of relevant EUudsi the areas of agriculture
and rural development, food safety, veterinary pimgto-sanitary issues;

(3) _Improvement of competitiveness of the BiH agricrdtiand related economic
sectors (agri-food and fisheries) by (a) an inczea$ export potential in
competitive sectors like diary and milk, meat, tfsuand vegetables, in line with
EU sanitary and phyto-sanitary requirements andirica standards, and (b)
improved agri-food chain capacities and effectiwsnat both productivity rate
and market demand level, in line with current EUnBoon Agriculture Policy
2014-2020 objective to “encourage farmers to bhe#& production decisions on

market signals”;
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(4) _Improvements in the quality of life in rural areasd diversification of rural
economic activities by providing increased resosirt® establish farms (niche
employment), innovation and transfer of knowledge &y investing in private
and public infrastructure;

(5) approximation to the EU IPA Rural Development (IRB) funds via building up
of an EU-compliant management and control system.

Theresults expected to be achieved with EU assistance include

* Strengthening the country's institutional and adsiriative capacities and capabilities
S0 as to enforce and implement harmonised and fuisealigned agricultural policy
and rural development measures as well as aninthpbkmt health protection, food
quality and safety standards, as well as a numbegforms aimed at upgrading the
legal and operational frameworks.

* Ensuring that a number of investment support measaligned with comparable EU
Common Market Organisations (CMOs) and Rural Dgualent (RD) measures to
improve competitiveness, are profitability harmewisaligned with the EU acquis and
implemented on a country-wide basis.

e Ensuring that the local economy in rural commusitéeross the country is socially
revitalised and the countryside preserved and futbeeloped by providing increased
resources to help in particular young people taldish farms (niche employment),
strenghthen research and innovation, and improvérémsfer of knowledge and skills
(product development and market positioning; logalrtnerships enforced and

operationalised).

In terms ofactions EU support has included technical assistanceot@tircue capacity
building of relevant bodies related to agricultuaald rural development incl. fisheries. This
includes assisting the country in preparing fordged alignment and implementation of the
acquis, extension and advisory services, informasigstems, IPARD set up etc. That also
includes support to the country’s responsible ta@irbodies in charge of food safety and
quality, veterinary and phyto-sanitary systems s@c/ices, agricultural policy formulation,
agricultural statistics, information managementesyss and improving food safety standards,
as well as sustainable production and processiffiglofind fishery sector management.

In reference to the above, the relevance of EU mtipmay also be to build up the
administrative capacity to implement rural devel@minprogrammes in line with EU policies
incl. sound management and control system and teive entrustment of budget
implementation tasks of its management and operasinuctures, depending upon the
country’s authorities’ agreement over its set upfde this entrustment has been received,
IPA 1l assistance may be provided to farmers amgroagri-business operators as potential
end-beneficiaries in _order both to establish vialdeming systems and successfully
participate in the future IPA 1l rural developmegmbgramme. The choice of further specific
actions will be defined at the time of programmargl procurement.

IPA 1l assistance will support the build-up of &ffiee and feasible acquis implementation
modalities, also by upgrading sector policy implatagon mechanisms such as agricultural
information systems (e.qg. LPIS, AMIS).

Stronger _links between the sector policies and a&titie (more of a “market driven” and
“quality standards” based approach) will also b@psuted by IPA 1l. This requires a
complementary bottom-up approach through the pimvisf further advisory services to
farmers and the rural population, and a transfeknmwledge and skills improvements via
education and training.
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IPA Il will also foster the modernisation of theriafpod industry via investment in physical
infrastructure (agro-incubators included) and a&ssefhis investment needs to be
complemented by improvements in production in tie-sectors with potential for export and
growth like dairy and meat and other fast growirgtsrs (e.qg. fruits and vegetables, medical
and aromatic plants etc.) which need not only makie chain support but also active
employment measures. These sectors also inclutie facming (primary holdings as well as
viable production units) and the development anesemving of the rural quality of life,
primary animal husbandry etc. Also, support to etati growth and preserving of the native
plant and livestock breeding is required.

IPA 1l will utilise functional (best practice) lot@artnerships between governmental bodies
and non-state and business development actorsnfionege assistance actions to farmers and
the rural population at the local level (e.q. aorodbators etc.);

Finally, IPA 11 will further strengthen the capdes of food safety, veterinary and phyto-
sanitary services, like laboratories and inspetésras well as administrative structures in
both capacity building and policy implementationamumber of priority fields like official
controls, risk management and assessment, acdi@diteanimal disease control and
eradication, plant health, seeds and seedlingeliag/plant protection products.

Theindicators which will be used to measure the accomplishmétiiemexpected results will
include (see table 2 in annex 2):

» Progress made towards meeting accession crite@g (E

 Total investment generated via IPA Il in the agrdd sector and rural development

(DG AGRI).
7.3 Types of financing

The reform and administrative capacity building gess will be supported through TA
services and possibly supplies. Grant contractsheamsed to support other services. Support
might also be delivered via indirect managemenither organisations.

To avoid the bottlenecks in programming and impletaton which were experienced in the
past particularly at the capacity building levelterventions should be targeted via a tailor
made implementation approach e.g. bottom up — w®ystggrades (capacity building)
combined with the knowledge transfer & standardegposition (activities to directly support
farmers and rural population), via twinnings andémlapted models of EU IPA success
practice like so-called MIDAS programme in Montergegtc.

7.4 Risks

The risks related to political sensitivities andhigable resources, as well as the need for
mitigating measures through improved monitoring egybrting, also apply to this sector. In
addition, there are risks that delays in the reforof property rights will affect the
development of land markets which in turn will lintihe access to credit and ultimately the
development of agriculture and rural areas.

Furthermore, the continued low awareness in soeetgrge and among economic operators
of agro-food related environmental and food sattndards jeopardises the understanding
and acceptance of reforms. Raising awareness aivemegficiaries, whilst being sensitive to
the cultural and economic context, is necessaagltivess this risk.

There is a risk that the fragmentation of compedsrat multiple levels may create problems
of coordination, compounded by potential divergipriprities and political blockages. To
mitigate this, the EU will make use of instrumeimifs political dialogue (including SA
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subcommittees) and rely on the newly-establishedcitre of the BiH mechanism of
coordination in EU matters.

8. Energy
8.1 Needs and capacities in the sector

The energy sector continues to be identified astbaestrategic sectors for its vital role for
BiH sustainable economic and social developmentwahl as its importance from the
perspective of gradual integration of energy makiet the Western Balkans and with the EU
internal market. As of 2014, the new set of enewfprms as well as the focus on energy
interconnections introduced in the context of tlm@ectivity Agenda makes IPA 1l funding
essential to support energy policy commitmentssaudor reform.

The alignment of BIH energy sector with relevant &tduis remains necessary to ensure that
the country makes credible and measurable progmnetsss sector. Some reforms within the
sector have been implemented in the past periotheAénd of 2015, BiH adopted its National
Emissions Reduction Plan (NERP) and in April 201Baional Renewable Energy Action
Plan (NREAP) but has not finalised yet a Nationaéiy Efficiency Action Plan (NEEAP).

A new set of energy reforms have been introducetivVB6 Paris Summit in July 2016,
including the agreement on a roadmap for the dstabent of a regional market for
electricity. BiH also committed to the "Western Bats Sustainable Charter”, agreeing to tap
into the high potential for energy savings and veadae generation in line with the 2015 Paris
Agreement on Climate Change.

Assistance under IPA 1l is recommended under thelition that tangible progress towards
the development of a comprehensive and concretetigewide strategy in the energy sector
is demonstrated by the end of 2016 (i.e. workirmugroperational and/or availability of some
draft) and that adoption of such a strateqgy calist&ally follow during the first half of 2017.

8.2 Objectives, results, actions and indioaits

Assistance under IPA |l will have as an objectigestipport BiH in the fulfilment of the
commitments undertaken under the Energy Communitgaty, as well to facilitate
investments preparation and implementation, foeuginmarily on the following sector
priorities:

(1) Transposition and implementation of relevant EUuEdn line with the Energy
Community Treaty in the electricity, gas, oil, emerefficiency and renewable
energy sectors;

(2) Development of regional gas market (Energy Commyu@as Ring);

(3) Measures supporting achievement of RES of 40% &nthEets;

(4) Advance preparation of energy investments includtiom regional ones;

(5) Incorporating climate related measures in energtoseevelopment;

(6) Tackling nuclear safety and radiation protectiGués.

8.3 Types of financing

The development and implementation of enerqgy pedicas well as the approximation of the
requlatory framework with the EU legislation, whié supported through technical assistance,
provided via twinning, service contracts, TAIEX anternational specialised agencies.

The preparation of feasible, mature and impleméatmifrastructure investment projects will
be supported through technical assistance for H#iagi appraisal, impact assessment,
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designs and other studies. It is envisaged th&land other donor funding will be included
in_ one single prioritisation and selection procéB# Il funds will primarily be invested for
feasibility studies, impact assessments or destglies in order to prepare bankable
investments which meet eligibility criteria for fiing from IFI or other donors.

8.4 Risks

There is aisk that the resources available both in terms of $usrtl human resources are not
sufficient. Therefore the mitigating strategy is focus on the affordability of new
investments and make sure that existing investmantaell as new ones are operated and
maintained adequately. New investments will onlyshpported once the basic requirements
for adequate management are in place. A close catige with IFIs is necessary in order to
maximise efficiencies.

There is a risk that the fragmentation of competerat multiple levels may create problems
of coordination, compounded by potential divergpriprities and political blockages. To
mitigate this, the EU will make use of instrumewfspolitical dialogue (including SAA
subcommittees) and rely on the newly-establishedctre of the BiH mechanism of
coordination in EU matters.
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As sufficient fiscal space had not been createdh@n years prior to the crisis and high
spending commitments had prevailed, public financame under severe stress when
revenues declined in 2009 because of the econamnitaction, and Bosnia and Herzegovina
had to resort to the international community foreexal support. Fiscal adjustment measures
agreed with the International Monetary Fund (IMRdahe World Bank contributed to a
gradual consolidation of public finances in 201A-POHowever, fiscal imbalances increased
again in 2012 linked to the worsened external emvitent and downturn in economic
activity. In 2013 the consolidated budget defi@ceased to 1.0% of GDP compared with
1.9% in 2012. In September 2012, the IMF Board eygu a 2-year Stand-By Arrangement
(SBA) totalling SDR 338 million (Euro 405.3 millirand aiming to counter the effects of the
worsening external environment, strengthening Ffissastainability and improving the
resilience of the financial sector. In January 2@1iel Executive Board approved a 9-month
extension and augmentation of the SBA by Euro 153llion, to meet additional financing
needs that arise mainly in late 2014. Followingetag since February, the combined sixth
and seventh reviews under the IMF SBA were sucalgstompleted in June 2014. An
augmentation of the IMF SBA by EUR 95.7 was alspraped by the IMF Executive Board
to meet the country’s urgent balance of paymentdnsaused by severe floods in May
2014.This enabled a further disbursement of Eurb.49nillion, which brought the total
disbursements under the arrangement to Euro 478i6nm
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in implementing the European Court of Human Rightigement in the SejéliFinci case.
Therefore, the EU relations with Bosnia and Herz@gbremain governed by the 1A, whose
implementation is however uneven. Although in samneas implementation is progressing
smoothly, the country is in breach of the IA/SAAedio non-compliance with the European
Convention on Human Rights (Article 1 of the IA)dawith the rules on State Aid (Article 36
of the 1A). Bosnia and Herzegovina therefore netdstep-up its efforts to address these
obligations under the IA/SAA
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. The purpose of the HLDAP is to start a procesexgflaining what EU accession requires
both
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