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Map of Serbia: The Project’s assistance in the ages of inter-municipal cooperation
Goal: Add jobs by expanding the private businestosavith demand-driven assistance
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1. INTRODUCTION

The FY2014 Semi-Annual Progress Report #7 covees April 1, 2014 — September 30, 2014 period of
implementation of the Sustainable Local Developm@rgject in Serbia (“Project”). During this periothe
Project focused on initiatives that lead to addivigs by expanding the private sector in eight imbemicipal
cooperation (IMC) areas.

The Project partnered with sector specialists taluate key sectors with the greatest potentialiioreased
growth. After evaluating the sectors, the spedmlisovided recommendations that would allow eacdlividual
sector to increase their market share. Recommemdatincluded business-to-business (B2B) relatignshi
building, enhanced marketing and market researcidentify areas of demand, producing more modermh an
innovative products, and attracting investmentegittomestically or through foreign direct investin@DI). At
the same time, the Project brought IMC propertyetssmto productive and revenue-producing moddectesl
revenue-producing infrastructure projects for innent platforms, and identified municipal propestready for
investment. Activities promoting vocational traigiand education, as well as tailored internshipvisiets, were
initiated to bring the future work force in linetlithe needs of businesses.

Some accomplishments during the past six month$steel below (for a complete overview of PMP iratirs
for the entire year, see Annex C):

* Opened 31 greenhouses as part of Project-driveticHibure Incubator Program in the Zrenjanin-led
IMC Area to expand the production of highly proffika vegetables in the region. Three months afeer th
start of the Youth Horticulture Incubator Progrdré,young incubator tenants in Kikinda and Novi Bece
have successfully completed the first cultivatieason in greenhouses, produced 20 tons of veggtable
and made their first sales.

» Established two ICT Cluster Academies in Novi Sad His (in partnership with the Vojvodina ICT
Cluster and the Nis Cluster of Advanced Technolgdie equip young and unemployed people with the
knowledge and skills required by IT sector empleyé8 youths have enrolled in the two Academies to
learn IT skills currently unavailable in the laboarket, such as programming and software developmen
To date, eight interns have become employed byd@iipanies who participated in the internship
program.

» Delivered main designs and completed reconstructi@n Agriculture Education Center in Sombor. The
Center will enhance the skills of farmers and aggibesses to increase production efficiency andyato
quality, introduce new crop varieties, and apphowvative cultivation technologies.

» Procured equipment for an expanded Public Heatttitlite laboratory in Subotica; this equipment will
improve the Institute’s testing capacities and aliibw farmers in the region to test for more vigie of
pesticides present in territorial food production.

2. PROGRESS DURING Q3 AND Q4 OF FY 2014

Component 1: Inter-Municipal Cooperation Programmin g

Objective 1.1. Improve IMC economic development by guiding work on specific projects that will
add jobs to the territory

Activity 1.1.1. Identify and select IMC area projeds that advance realization of the goals of the New
Criteria Programs (NCPs) in each IMC area

During the reporting period, Component 1 activitigsre aimed at expanding the private sector byingis
competitiveness and increasing inflowing investmdfdich NCP aims to increase economic growth and is
focused on the following themes: agribusiness; SM&ovation; FDI attraction; strengthening clusters
brownfield redevelopment; and workforce developmdptesented below is a summary of the Projectgress
during the reporting period by IMC Area.
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The Uzice-led IMC Area

Project activities in the Uzice-led IMC Area cominto support the local tourism industry in reaghan 10
percent increase in purchases from local vendeesvidusly, the Zlatibor Regional Development AgeliRDA

Zlatibor) completed work on a value chain analysis,a result of a Project grant of $60,000. Thdyaisa
involved measuring the local tourism industry’s @h for local products; the results of the analieisto the
development of a set of recommendations for crgadirsupply chain of local products for the localrtem

industry. As a result of this work, the RDA reconmded: improving the quality and overall standartiaof

local merchandise; aligning the products offerethwourist demand; and increasing production cdigscfor

traditional regional products. Considering the téngf the Project and available resources, speeidlfood was
also identified as having the greatest potentiakfdgering the local tourism value chain.

In the past six months, and based on the abovenmeeadations, the Project, RDA Zlatibor, and IMC @&re
representatives held workshops to identify prodacis companies that have the greatest potentrakett local
tourism industry needs. During August and Septembise Project began planning activities with RDA
representatives to address key obstacles to tig @htocal products into the IMC Area tourism matkRDA
Zlatibor applied for a new grant aiming to build tlvese previous activities by developing the gastnaic sector
of the tourist region. As per the assessment, apseil food has the best potential for enteringléical tourism
value chain, with some potential for specializeddieraft items. The grant proposal aims to consddidocal
business linkages and connect the anchor tourisimsiry with specific vendors/producers of idendfilcal
food products and handicrafts. The Project hasexhout a preliminary evaluation of this grant angbects to
sign a contract and begin activities at the beggraf November 2014. Proposed activities includeating a
regional fair to present local food products, eéthiment of a “sales point” for local products gesific IMC
Area tourism destinations, and creating a web ptwtserve as a virtual fair of local products.

As the local government had previously asked fojget assistance in analyzing the potential foretteping the
Ponikve Airport, SLDP funded a geodetic survey aedtified cadaster topographic plan, which werehbot
completed prior to this reporting period. Local govwnent officials consider the airport importantrégional
development despite the need for significant time @esources to make this site investment-readghdrpast six
months, a decree on the future development of ittp®ra was adopted by the city of Uzice and neigivap
municipality Bajina Basta (a part of the airporiesated on Bajina Basta land). However, no furtheivities
were undertaken since the Uzice administrationoggled down in changes to the ruling coalition, nnasgd
flood control activities.

Joint Foreign Direct Investment (FDI) Promotion Coaching Program

The Project has been carrying out an investmentption coaching program aimed at improving localeyoment
officials’ skills to attract FDI via best internatial practices. The program covers topics rangingifhow to identify.
potential investors to how to best package diffendfers to different categories of investors. Thst phase, or “round,’
of FDI Program ended in 2013; however, severalviiets with local governments (LG) which participdtin that phase
have gone on to this reporting period. TherefoneMiay, the Project and partner the Berman Grouggmnted loca
stakeholders an analysis of investment locatiorBrasevo, Merosina, and Nis. The reports, prepasepart of the firs
phase of the FDI Program, analyzed the feasihilitgeveloping three industrial zones (1Z) in thesenicipalities and list
potential investors for the zones. The analysesddhat all three zones are economically viabletaatithe benefits from
new jobs and demand from local suppliers will jiysthe costs of preparing the technical infrastnuetnecessary to open
the zones.

Furthermore, as a follow-up activity to the firdbDIFCoaching Program, an “FDI Investment Tour” talytwas organizec
at the beginning of July, 2014. The tour, facithty the Italian business association Confinduserbia, was attended
by four LGs that have market ready locations: Nead, Vranje, Nis, and Leskovac. LG representatigited Venice anc
Naples and presented their investment potentiabvier 40 Italian businesses who are considering rekipg some
production to Serbia. At the meetings, small andlioma privately owned Italian companies enquiredwtimth greenfield
and brownfield investments in agriculture, food qassing, wood processing, and the IT industry. muthe previous
year, these same LG representatives participatélueifrDI coaching program and improved their skillpromoting and
attracting investment.

The second phase of FDI Coaching began on Apriu@8 includes four new IMC Areas: the Subotica, feim, Novi
Pazar and Kraljevo—led Areas, as well as the Nigcijural Department for support of food processdrhe focus of this
phase of FDI coaching will be on food processingnajority of participating local governments supgpagriculture as a
priority sector. The Berman Group is leading thelementation of the FDI Program, while represeméstifrom the
Serbian Investment and Export Promotion Agency PRE the National Alliance for Local Economic Dewpment
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(NALED), the Standing Conference of Towns and Mipatties, and the German Chamber of Commerce hedd
specific coaching sessions and present FDI attmactiodels. The second workshop is planned for tite ad October,
2014. Follow-up activities within this phase of tk®| Program are direct marketing/mailing to poi@ntnvestors.
Participants select more than 200 potential invsdtom targeted sectors (food processing, textdés), and the investor
are then sent letters that familiarize them with élconomic and investment opportunities in Seibigect mailing is done
in cooperation with the Standing Conference of T@and Municipalities.

2]

Through FDI coaching, the Project has establisheskeccooperation with the German Chamber of Comen@kéiK) and,
as a result of this cooperation, has begun prepamother investment tour. This tour is plannedStuttgart, Germany &t
the beginning of November, 2014. Seven LGs, witkegtment ready properties, have thus far beentsdléo participate
Nis, Vranje, Leskovac, Novi Sad, Cacak, Subotica, arenjanin.

The Novi Pazar-led IMC Area

Activities in the Novi Pazar-led IMC Area targetesn percent increase of exports in clusters aigetthid Project.
Previously, SLDP assessed various sectors to deeermhere assistance would lead to increased salds
expanded operations. The analysis found that stigpoclusters operating in the textile (denim),niture,

footwear, and food processing sectors could leahtincrease in exports. Project activities restilgefocus on
interventions in these four sectors.

The Project has been working with the local redialevelopment agency, the Sandzak Economic Devedopm
Agency (SEDA), on finding and attracting potentialyers, partners, and investors in each of the $egtors
through preparation of sector-specific promotianaterials, establishment of business linkages san@l media
promotion (the Project is also working with the N&azar Design and Textile Vocational School, farenon
this aspect of SLDP assistance, see Component 3).

» Denim Sector AssistanceBuilding on her previous work, short-term exper.NMargaret Bishop continued
to assist denim producers from the Novi Pazar-M@ |Area in building their capacities in order to ehe
quality requirements of international clients. Dwgithis reporting period, she introduced Novi Pademim
producers to representatives of a U.S. ozone coynp@azone Laundry Systems,” who visited Novi Patzar
present their eco-friendly alternative to stonewagleans. The ozone denim finishing technologyrelases
the processing costs of jeans and reduces theiveegaipact on the environment, thus making thelfina
product more accessible and attractive to modemswoers.

Earlier in the year, through Project efforts, rejergatives of the IMC Area denim sector (memberthef
Asstex textile cluster) attended the Berlin Bread Butter Trade Fair. In July, due to contacts maidhe
trade fair, German jean producer Herrlicher visgederal Novi Pazar jean manufacturers, lookingxigand
production to IMC Area factories. Herrlicher iseéntsted is outsourcing the manufacture of womesdag
to Novi Pazar area companies. The Project fa@litameetings with ten local businesses who prodeses;
that fulfill the product and quality criteria outéd by the German company. In September, four liocas
were asked to send jean samples based on guidglioegled by Herrlicher. At the time of this repsrt
writing, the German company has indicated that thiflyorder jeans from one IMC Area company as [oért
Herrlicher’'s new collection. Furthermore, Herrlich#aced test orders from three companies for aBoat
jeans each of selected styles.

To help denim firms improve competitiveness andaase exports, Ms. Bishop held a three-day quality
control training for IMC area-based companies amal Ibcal vocational school for textile design. Eigh
representatives of area jeans makers (productiarages and future quality control inspectors) dmde
teachers from the Novi Pazar Design School leahwed to inspect finished garments for defects, foaus
on quality control of the fabric, the stitching atie finishing (see picture on next page). The a/goal is

to introduce uniform quality procedures and stadided products among the multiple companies in the
region, enabling them to collaborate in order toetnieigh-volume orders from large buyers. A second
training will be held in December, 2014.
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To improve the skills of prospective denim sector
employees, the Project has purchased a 3D design
program which will enable the Novi Pazar Vocational
Design School to teach students how to develop new
clothing models much faster and at a lower coseé Th
Optitex Design program was installed at the end of
August and the training of teachers, who will hold
these design courses, was begun and will be coedplet
by the end of September. The program enables the
development of new clothing models much faster and
at lower costs, and will allow students at the stho
learn textile design using the most up-to-date
technology.

e a

One of the three teachers (center) from the NozaP
Design School who received a Quality ControlAt the end of the reporting period, the Projectasyegl
Training certificate, held by Ms. Margaret Bishopinternational denim clothing sales expert Mr. Guy
(left), with Project staff (right). Carpenter, to establish business to business (B2B)
relationships between Novi Pazar region’s jeans ufenturers and foreign buyers. Mr. Carpenter is
identifying buyers that are best-suited for thealo@ndors; organizing introductory and follow-upetings;

and assisting with negotiations and closing of sleBhese efforts aim to increase sales and establisable
sales relationships for the denim manufacturersinghis first visit to the Novi Pazar region, MZarpenter
assisted local jeans companies to determine tikpereses and carefully calculate their margins,rdento
prepare a proper price list for potential largeydrs. Mr. Carpenter is currently preparing an @adhe
program to identify specific activities, marketadabuyers.

In the past six months, Ms. Bishop also providedadanedia training to companies for marketing, asda
comparative analysis tool for global fashion bramdSerbia, naming the most important competitprges,
and quality. The Project engaged an internatiooaiat media specialist for the Russian market, Ms.
Kseniya Sydorkina, who visited the IMC Area to assélenim manufacturers’ social media skills and
provide recommendations on improving local compsinanline presence. A primary goal of this online
presence is the targeting of robust Russian-spgakiarkets. Ms. Sydorkina initiated an analysis of
business-to-consumer activities and reviewed tlegakonarketing efforts of five local denim compamie
currently present in Russian-speaking markets. &é@ provided preliminary recommendations that lloca
businesses engage social media managers in ordezate increased brand awareness. Ms. Sydorkiha wi
continue to develop a blog for Russian speakerghmivill give Novi Pazar jean producers a socialdiae
presence in a key potential market.

» Furniture Sector Assistance:During the reporting period, Mr. Jeff Baron, ateimational furniture sector
expert, visited Novi Pazar and Vranje furniture darcers to assess and select companies with theegrea
potential to become IKEA suppliers. In late May,.NBaron completed a detailed assessment of Serbian
furniture manufacturers’ potential and identifieidhd companies capable of guaranteeing production o
large quantities of merchandise, and of passimggent IKEA quality control standards.

Due to Project efforts, a manufacturer of reclimechanisms, Tami Trade, from the Nis—led IMC Argas
able to present its production capacities to IKEAe business is one of only a few Serbian compahigs
can guarantee production of large quantities ofcheardise and pass stringent quality control statsddihe
company is in the process of modifying certain agpef its current business to meet IKEA'S minimum
social, environmental, and working condition ctigerAnother round of talks between the companies is
expected during the fall, including a visit by &EI representative to assess Tami Trade’s fadgliiad
production capacities. Simultaneously, Mr. Baroaniified an additional two firms with the potential
become supplies for IKEA or other internationalniture companies. In the coming period, with Prbjec
assistance, both of these companies will contiougegotiate with IKEA and present their capacitiesan
effort to prove to the Swedish company, as welloasther foreign investors, that their products @ir¢he
highest quality. The Project has also createdt afisompanies capable of export but in need dbtaxe in
understanding EU market requirements, and will llese companies prepare for future visits to irtguar
furniture fairs in Europe.
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» Footwear Sector AssistanceThe Project continued working with the Novi Palest-IMC Area footwear
sector (and the Vranje-led IMC Area footwear s@ct®&reviously, footwear sector expert, Mr. Jordan
Saliman, visited manufacturers to assess the gudlitheir shoe products. One of his key recommgoda
was that shoe producers participate in annual tshdes and fairs where manufacturers can devehig li
with wholesalers from the US, EU, and Russia. Basethese findings, the Project initially supporseden
shoe companies from the Novi Pazar and Vranje@ Areas to present their products in March at the
Global Destination for Shoes and Accessories (GD&jle Fair, in Germany, and establish business link
with international shoe producers. At the end dy,JBLDP supported nine companies’ (EuroscarpapoCec
Line, Bosa, Antilop, Tref, Florida, Minex, RobertBtefi Komerc) participation in the "Tag it! by GDS
trade fair in Dusseldorf, Germany, where the Ptogmonsored a "Serbian Shoes” pavilion. Three targe
footwear companies made initial steps in organizrngits to Serbia in the fall. These visits willlcal
foreign buyers to acquaint themselves with theityuaf shoes prior to making trial orders. The Rrjwill
also assist in making future contacts and negotiati Manufacturers from the two IMC Areas are also
discussing joint promotion of their products andséhaeven agreed to split the workload in order to
successfully respond to large orders. This crosS-Wea cooperation could enable access to new nsarke
for local businesses (See the Vranje —led IMC Agtion, on pages 6-7, for more on Project work wie
footwear sector).

» Food Sector Assistancethe Project worked with representatives of LGs #mel Regional Center for
Agricultural Development (RCAD) in Sjenica to rewi@rogress in establishing the Center’s laboratohg
RCAD has received the necessary laboratory equipfm@m the Czech government, but is still waitirag f
laboratory tables to be provided by the Serbiaric®ffor Sustainable Development of Underdeveloped
Areas. The RCAD has selected and offered jobs terak qualified prospective staff members. In the
coming period, the Project will strengthen the cagaof newly employed staff to provide producttieg
laboratory services to farmers and milk processidns. Project will train the Center’s personnel ¢odble to
provide additional services to farmers and milkgassors in the region. The focus of the Centerpen
will be on key regional sectors, dairy and meatl an the introduction of new products with highgatal
for rapid and sustainable growth (herbs, forestdrand organic products).

The Nis-led IMC Area

The Project’s goal in this IMC Area is to achieve dercent increase in sales of processed food pr&dilio
reach this aim, and add jobs to the region, Nistrdasgelop its agribusiness food processing poteritaassist
with these efforts, the Project is supporting telelishment of a Product Development Research Plént at
the Food Technology Park in Leskovac (FTP), whishai private-public partnership between seven food
processing enterprises, Leskovac, and the FactiFpad Technology. The food processing memberb@HTP,
who have established a common brand, wish to irneocaad develop new flagship products for this brand
order to reach new markets. In order to develop-effective and technically feasible new productd aneet the
challenges of the marketplace through applicatibmew technologies, food processors of the FTP ptan
establish a modern, fully equipped product develapinnesearch laboratory. This facility will be abdeperform
all stages of product development, from idea gdimerahrough concept development to production rél t
samples in small batches. At the beginning of &@orting period, a grant application was submitied the
Project has since worked closely with FTP managénemlefine a final grant budget, timeframe, ant afe
activities to be implemented. During the summercsd attention was directed to development of iketa
descriptions of the food technology processes wikitbe conducted in the pilot plant and specificas of
equipment that needs to be purchased. FTP has sifieceitted a final grant application, which was rappd
following consultations with the Project's agribusss specialist. Furthermore, all necessary envieoital
documents have been cleared by the USAID Envirotehédffice and the activity is set to begin in Cmto
2014.

As support to FDI attraction in the agriculturalopessing sector, the Project is funding an agricallt
competitiveness analysis for 14 municipalities frimar IMC Areas that intend to expand their agrogassing
(the analysis is being carried out in the Nis-IBtCIArea as well as the Subotica, Zrenjanin and NRazar— led
IMC Areas). During the reporting period, the Projend partner agribusiness consulting firm "SEEDB¥gan
an analysis of agricultural competitiveness of Iddarget municipalities as a precondition and foohttracting
food processing investors. The analysis will dentrabs which agricultural commodities municipalitivave a
competitive advantage for attracting FDI in, andl Welp them effectively target these areas forestments in
food processing and define types of investment eupp September, over 70 local officials and lagsiness
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stakeholders participated in four workshops in $ishp Sombor, Zrenjanin, and Kikinda to discuss the
comparative advantages of each municipality andswayimprove local agribusiness competitivenessthat
time of this report's writing, the Project and SHED were in the process of holding ten more workshop
through mid-October, for the remaining municipaktiin the Nis and Novi Pazar regions. A final asigly
comparing the production and trade of agricultarad food products in target municipalities with gwotion and
trade in Serbia, the Balkans, the EU, and worldwiddél be completed in November. This will help
municipalities to select areas for investmentsoiodf processing and to identify the type of investiveuipport
needed. At the same time, the comparative analyiflidelp agricultural producers diversify and reés their
production where there is a growing demand in tadyenarkets. In addition, LGs will use the analysiset up
guidelines for strategic planning and future depmient of agriculture at the municipal level. Basedthe
analysis, each municipality will develop food prssieg investment promotion teasers. This work feilin the
basis for marketing to international investorshie food processing industry, and will be complemdriy the
ongoing FDI coaching program.

In support of the development of a Food ProcesSiagport Center in Nis, the Project will subcontriadal
service providers to create a database of regegradultural produce and various sources of infaiomarelated
to farming and food processing, and to develop Geater's web portal and promotional material fottdre
outreach to agricultural producers. In SeptembeREP to solicit proposals from qualified servicepders was
completed and will be published in the first wedlOatober 2014, and the launch of the Center's petbal is
planned for January or February, 2015. The porillilbe designed as a tool to support farmer-to-cpssor
linkages and to promote regional produce and psatke$ood, thus attracting new investments. A dai@lud
regional agricultural produce will be developed gudted, as well as an information database omagrness
development service providers.

The Project continued working with the Nis ClustérAdvanced Technologies (NiCAT), the high techmyylo
cluster of businesses, and the Electronic Factlthe Nis University. SLDP supported the establishtof an
ICT Cluster Academy, run by NiCAT, which enablesdgnts to become more competitive in the labor atark
and quickly find jobs (see the Component 3 sediorthe latest update on the Academy). During #porting
period, the Academy graduated its first students Wwave begun entering internships, with the best raost
capable youths having the opportunity to gaindéatiployment in the coming period.

Furthermore, as the IMC area led by Nis has gretnpial in electrical and mechanical industriesyell as in

in high-tech and embedded ITC, the Project has@tggh attempts to grow local businesses througbviation.
Previously, the Project engaged an STTA experbmpetitiveness through innovation to assist thel&isIMC
Area to design and implement a pragmatic systersudpporting the needs of local businesses to irtedq¥ais is

a cross-cutting activity that will be implementediiree IMC Areas — Nis, Kraljevo, and Novi Sad) tie end of
this reporting period, the Project began plannorgéundtables (Business Fridays) to raise issndb® nation’s
low innovation index and to propose measures fopravement. These workshops will explore stronger
connections among IMC stakeholders, linking innmratand business operations, in an attempt to gaod
expand local business. NiCAT will act as a medidtorcommunicating these issues to the public anivhte
sectors on local, regional and national levels fsege 8 in the Kraljevo-led IMC Area section).

The Vranje-led IMC Area

Project activities in the Vranje-led IMC Area focois creating 1,500 new jobs through inflowing inwesnts in
the four municipalities which encompass the IMCa&re

As in Novi Pazar, the Project is assisting theviaatr and furniture sectors in the Vranje—led IM@&rDuring
the reporting period, footwear sector expert, Mrddn Saliman, visited manufacturers to assessjuhbty of

their products. Following this initial assessmehboth IMC Areas, seven shoe companies from thenjérand
Novi Pazar-led IMC Areas presented their producteeaGDS Trade Fair in Germany to establish bssifieks

with international shoe producers. Simultaneouslypromotional purposes, the Project supportectkation of
a unique visual identity (Serbian Shoes brand)aahrtising materials for the Kostana Vranje sHasters. The
website created (www.serbianshoes.com) has pravdretan excellent tool for attracting potentialtoosers
interested in Serbian footwear production. Afteswing this website, two Hungarian companies apgredcthe
Serbian manufacturers looking for factories thatldgroduce shoe uppers for a new line of danceshbhe
two companies, Derby and Szatmari, toured five Euastshoe cluster producers in Vranje to investigjage
possibility of placing orders for shoe uppers. Hieject organized meetings with representativesoaipanies
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and enabled the Hungarian buyers to check thetgualithe production line, and discuss prices aateiptial
purchase quantities. Several samples were createtioth Derby and Szatmari and Vranje companies are
expecting a positive response in the coming period.

At the end of July, SLDP continued its supportte tootwear sector by sending nine companies tdThg it!

by GDS” trade fair in Dusseldorf, Germany, where Broject sponsored a "Serbian Shoes” paviliorthAffair,
several Vranje -led IMC Area firms garnered intefemm prospective foreign buyers. A Greek compagrycket
Shoes, expressed interest in men’s shoes, producede Vranje based Roberto Company. Specificahg,
Greek company is interested in ordering a fulldfired (men’s) shoe under its private label and hasunced a
visit during the fall. Furthermore, the Fernanddv€ita Company, from Portugal, is interested in kitog with
Vranje producers on shoe uppers. The Portuguespargnwill send the technical specs for producingas
and direct negotiations will commence in the nesstesal months, iRoberto Oliveira approves the samples.
Several additional visits and enquiries of otheteptial buyers are pending or have been left farlautumn
(Harbor, Agilis). Manufacturers from the Vranje ahtbvi Pazar—led IMC Areas are also discussing joint
promotion of their products and have even agreesplio the workload in order to successfully respon large
orders. This cross-IMC Area cooperation could emalstess to new markets for local businesses.

Continuing assistance to the furniture sector,Rhgect engaged international furniture sector expér. Jeff
Baron, who, following a detailed assessment offtineiture sectors in both the Vranje and the Noakd =—led
IMC Areas, determined that priority support shob#&lgiven to manufacturers who can become a pdeargér
supply chains, specifically Swedish multinationalmpany IKEA. The Project also identified the IMCear
company “DN” as having the potential to meet IKEA'S8nimum social, environmental, and working coratti
standards. In the coming period, Mr. Baron will okgte a possible visit by IKEA representativesDi.
Furthermore, Italian investors Ditre Italia-Top &avas also identified by Mr. Baron as meeting IK&Andards.
Further discussions with the company are necessaygiuge their interest in becoming an IKEA supplie late
May, Mr. Baron identified eight companies capaliangeting strict international standards, meanhmey tcan
guarantee production of large quantities of merdisgnand pass stringent quality control standarls.profiles
of these companies were sent to international naturfers in order to advance cooperation betwessilpe
foreign buyers and local producers. Mr. Baron atdentified US, UK and German factories interestad i
outsourcing part of their production to Easterndperas potential partners for firms in this region.

Project supports development of Vranje
Industrial Zone.

In June, the Project handed over Detailed Infrattine
Development Designs for this new industrial zonéhe
Vranje local government. These documents will ema
the future development of the Bunusevac 1Z and w
help in attracting new foreign investors. Th
documentation developed by the Project covers ea ¢
of 35 hectares and includes designs for roads, tarw
supply system, sewage system, rain drainage, iekictr
supply system, and telecommunication for the erHre
The handing-over ceremony, held at the Vranje C
Hall, was attended by Vranje Mayor Zoran Antic, jBcd
COP Howard Ockman, and numerous local officia
Mayor Antic was particularly pleased that th
documentation has been completed as "it will altbe
city to now apply for an additional $7.7 millior
necessary to equip and open the Bunusevac 1Z.”
Mayor promised that Vranje will issue all the nessey
construction permits for this zone in the shortésie
period, allowing investors such as Ditre Italia a&elox
to build new factories creating approximately 2,0@Qv
jobs.

The Project has also worked in the Vranje-led IMC
Area to bridge the gap between the insufficieniskif
the local workforce and investor needs. To accahpli
this, the Project provided a $63,000 grant to
ol Conflndustria Serbia in early 2014 to develop a
illfeasible  workforce  training  center  model.
€ Confindustria Serbia is a branch of the largedialta
' SME association and one of the biggest investotisan
A IMC Area. The grant has enabled Confindustria to
conduct a demand assessment and identify possible
t};'nodels best suited to the labor market needs sepie
and potential investors in the region. It is engesh
sthat the Center will support business development,
s improving the quality of the workforce in the regio
and assisting the local labor force to overcoming a
supply and demand labor market gap. The final

Thanalysis recommends the establishment of the Center

as a limited liability company, wholly owned by the
city of Vranje. At the onset, this model calls fitre
Center to be operated by the Local Economic
Development (LED) Office, as it is the main poirfit o

contact of all investors coming into the region and

supports them in their workforce selection proceBg.

having all investors go through the LED Office, thifice also has the most up-to-date knowledgehefdkills
needed by existing and future investors and willstbe in prime position to decide on the curriceflasuch a
training center. Since the study is complete, \@argn now apply for Serbian Government fundingdiestruct
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this Workforce Development Center. This activityinsaccordance with the Ministry of Labor's emplogmh
strategy that envisions the formation of workfoli@ening centers across Serbia.

Finally, a follow up activity to the FDI Coachingdgram, which the Vranje IMC-led Area took an aetpart in,
has been the development of a pre-feasibility sfodygoing forward with the Presevo Cukarka IZ. Treeort
indicates that the costs of developing and maiimtgithe zone can be fully recouped within a yeafudt
capacity. The study for Presevo finds that the wipalities could offer financial incentives to irsters leading
to lower-than-market prices for rent; such incesdivcould lead to joint public-private partnershipgh

developers.

The Kraljevo-led IMC Area

Project activities in the IMC Area focus on assigtthe ImPuls Center in Kraljevo and the TechnolBgyk in
Cacak, to create 50 innovations that will leadeaiISME sales in the marketplace.

At the beginning of the year the Project engagedvation and competitiveness expert, Mr. Ewen Betgho
visited the ImPuls Center as well as several erging faculties to ascertain the types of servimgiag provided
to private SMEs. Mr. Peters’ report on innovatiom averview of the current state of SMEs sees e rfor
improving faculty-to-business linkages as well #swéng innovation to spread via B2B contacts. lhe tpast
several months, based on these recommendation®rdiect began planning to support several gatperof
business community representatives and the KraljgRuls Center, the Vojvodina Metal Cluster, an€CAT
teams in order to emphasize the importance of addhtechnologies and to raise awareness aboutationvas
a competitive mechanism. These workshops will explstronger connections among IMC stakeholders by
linking innovation and business operations in danapt to grow and expand local business. The gatieare
scheduled to begin in October and will be organimsgionally, aiming to promote best practices iresce-to-
business cooperation.

Mr. Peters also saw the need to improve the commetess of SMEs in Serbia by boosting innovatiod a
reducing costs of development. These reforms cash 8MEs to create new and improved products throlugh
application of modern technologies. As a resultjrduthe reporting period, the Project began plagrsupport
for Kraljevo's ImPuls Center by widening the custnbase that uses the 3D printing services availabthe
Center. In order to support the development of Kmeljevo Impuls Center and enable it to attract enor
businesses, the Project established contacts witheah university-based Innovation Support Certdoatked at
the VSB Technological University of Ostrava (ISChe Innovation Support Centre is experienced irviding
technology transfer and technological servicesh® private sector. During the summer, two expeisged
Kraljevo to assist Impuls Center staff advancerthasiness attraction skills. The Czech team recenud®ed that
the Impuls Center employ a business developmentagaanto establish business contacts, come up with
marketing solutions, and bring new contracts.

At the end of the reporting period the Project lmetgoking into how to most effectively engage atptime
business developer who will actively seek out camgmthat have the potential and need to use 3mimyiin
their manufacturing processes and who will be resjite for growing the market demand for the Césiter
machines. The Czech experts will provide suppotii¢écbusiness developer in how to manage Impuisicas to
the private sector in the most efficient and ecoinahway, and how to structure operations to previgitimal
customer satisfaction and retention. At the timehed report’s writing, the Project has supportestuady tour
(during the first week of October, 2014) by Imp@snter staff to the Czech Republic to learn abbetG@zech
experience of 3D printing and their mechanismsronmting printing, as well as to present Impuls €emat a
Conference to raise regional awareness of the ce=rwoffered by Impuls. The study tour will provide
opportunity for participants to discover methodadsg models and insight into Czech practices indtea of
growing a competitive economy through business\ation.

The Zrenjanin-led IMC Area

Project activities in this IMC Area focus on helpiincrease vegetable producer sales to food proceby 20
percent. To accomplish this task, the Projectatetl a Horticulture Incubator Program to expandpiiogluction
of highly profitable vegetables in the region. Tiheubator program is comprised of an educationaipnent,
which provides trainings and mentorship in entrepteship and vegetable growing, and a resourcedbase
component, which provides land, infrastructure, igouent, and greenhouses. The activity promotes the
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diversification of agricultural production and enbas the entrepreneurial and practical skills oi iy@ung
farmers by allowing them to run small farm busieassand grow vegetables in greenhouses and opds.fiel

This reporting period saw both the opening of treeeghouses as well as the successful end of gtetiltivation
season. On June 18, a ceremony hosted by U.S. Aad@asKirby and Ministry of Youth State Secretamgndd
Borovcanin marked the opening of the greenhousks.Project supported the installation of 31 greeshs at
three locations, in Kikinda (12), Novi Becej (4ndaZrenjanin (15). During the reporting period, tRmject
provided expert advice and support to IMC partmernsand and infrastructure preparation for theatation of
greenhouses and entry of incubator tenants. Thenboeises help unemployed young people begin clifiiya
highly profitable off-season vegetables. The Haitiore Incubator Program is designed to reducetithe and
cost of establishing farm start-up businesses areghtourage diversification of regional produceerethough
the IMC area has well-developed agricultural praiduc the region concentrates on grains, whichdtass
revenue per hectare than vegetable production,hwbirticularly affects small-scale farmers. Divicaition
aims to create a larger assortment of agricultpradlucts, increase revenues (especially for smatidividual
producers), and encourage the start of new agri@llbusinesses.

The Horticulture Incubator Program initially had @Memployed young people interested in working in
agriculture receive training on farm management @uitivation of higher-value crops. Trainings welaivered

by a team of experts through the Serbian Ministrgports and Youth, specialists of the regionaliégtural
Extension Centers from Zrenjanin and Novi Becejd anlocal consultant. In the next phase, all tragni
participants were invited to submit business pkams apply for entry into incubators and use of gheeises for
vegetable production. 35 business plans were stédzireind 31 met the selection criteria. The tomées were
offered land, infrastructure, and mentor suppostést their own agribusinesses in greenhouses.

e

In Novi Becej, one of the Horticulture Incubator &m@am
participants checks his crops.

In September, three months after the start of the
Horticulture Incubator Program, 16 young incubator
tenants in Kikinda and Novi Becej have successfully
completed the first cultivation season in greenkeus
these youth produced more than 20 tons of highly
profitable vegetables and began to make their first
sales. In Novi Becej, four young farmers are
generating the first revenues from their sales of
tomatoes and peppers at the local markets. In
Kikinda, 12 young incubator tenants harvested @ tot
of 15 tons of cornichon cucumbers, half of which
were sold to a buyer in Germany, the Mamminger
Konserven Company, a food processor specialized in
production of gherkins. A local farmers’ associatio
from Kikinda, “Banatska Lenija,” a mentoring

organization for young incubator tenants, helpentlidentify the most lucrative product with the iégt market

demand.

However, 15 greenhouses in Zrenjanin are stillop#rational and farmers have still not enteredinbabators
and begun vegetable production. The greenhousé®ijanin were installed very late, at the endwfe] due to
heavy rains and flooding throughout the seasoadtfition, the LG did not carry out all its obligais regarding
the provision of necessary infrastructure. Wat@psuand electricity connections for crop irrigatibave not yet
been provided so that the farmers are still untbkgart production. These are the main reasonthéodelayed
entry of incubator tenants into the greenhousasaat of the growing season. Mayor of Zrenjaninfecored that
the LG and City public utility companies will talsl the necessary steps to ensure that the gresebare
operational as soon as possible in October. Irfiteequarter of the next fiscal year, the Projedi provide

backstopping support to the management of incubatod young incubator tenants to ensure the effigién

production and marketing of fresh vegetable prodAtso, the Project will organize trainings for &ms in safe

pesticide use.
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The Subotica-led IMC Area

In the Subotica-led IMC Area, the Project is workio increase the sale of agriculture products ftioenregion
by ten percent. The Project has initiated sevart@ities that will lead to expansion of the IMC &&’s food and
agriculture sector through sales growth and jobteaid

During this reporting period, the Project suppotteelrenovation of the Agriculture Education CermteBombor.
The Center enhances the knowledge and skills ofdes and agribusinesses, teaches trainees howlize oew
crop varieties, and apply innovative cultivatiogteologies, which increase production efficiencize TCenter
benefits more than 24,000 farmer households (13i@@ombor, 8,500 in Subotica and 3,000 in Kanjizadl
strives to improve regional competitiveness, enagabusiness expansion, and create new agriclljios
throughout the entire IMC Area. Based on the maisigh for the reconstruction, developed by thedetpjthe
Regional Agricultural Extension Center allocatedrenthan $120,000 for construction work. The buiddimas
renovated in accordance with energy efficiency gdaas and will serve for educational purposes dkagefor
practical exercises and exhibits of agriculturedpisis. Following the completion of renovation wankjuly, the
Project sponsored the furniture and equipmentrfestid value of $40,000) utilized by the Center.

The Agricultural Extension Service developed trarfeworks for a future curriculum of the Center nhance
the knowledge and skills of farmers and agribusieego increase production efficiency and produetity,

introduce new crop varieties, and apply innovatiuitivation technologies. The Center also has aational

agriculture education component for young unemployeople to help them acquire farming skills andoloee

registered farming households. The modern educédmlity employs 26 experts and has close to 1€¢dres of
experimental fields for testing new crops and pedds. Furthermore, the Center includes an ampititheand
two classrooms where, in August, international etgpleld lectures. The Center hosted four eminesfepsors
from the University of Tennessee's Institute of idgiture whom presented on various topics to mbe: t100
local agricultural producers. The lectures covereallenges of start-up farms, biofuel developmemst-harvest
handling of produce, and vegetable production andgssing.

Recently, the representatives of Italian company
“Ferrero Group,” a global leader in the
confectionery industry, visited Sombor and
expressed an interest in buying a state farm
enterprise, currently in restructuring, and to
directly invest in the large-scale hazelnut
plantations in Sombor. During discussions on
buying the farm, Ferrero representatives stressed
that along with the appropriate climatic
conditions, adequate land, and a nearby
international highway, it was the existence of the
Education Center that influenced the company’s
decision to invest in Sombor. The company plans
_ to develop cooperative relations with individual
In September, 2014, US Ambassador Kirby visitedtduacation Center agricultural producers from the region and help

and Agriculture Extension Service's crop-testinglds in Sombor. them start hazelnut production to secure a raw
During his visit, the Ambassador invited farmeisnirthe whole region . , .
material base for Ferrero’s confectionary

to use the Center, gain new knowledge and practic they learn. "l | - ) . s
trust that this Center... will help farmers increaseirt domestic sales industry. This effort will require significant
and exports, and add jobs in the region”, said Asshdor Kirby. educational support to farmers from Sombor on
new technologies and methods of growing new
hazelnut varieties. The Education Center is argnaigoart of this plan.

In May, US Ambassador Kirby presented new laboyatmuipment to the Subotica Public Health Institute
laboratory, delivered through a $95,000 Projectngrdhe equipment upgrades the Institute’s capaaityl
enables analysis of regional food products. Untiwnthe capacities of the Institute’s laboratoryreveot
sufficient to provide proper food testing and dgrthat local agricultural products meet strict Bdd Russian
market requirements. The laboratory was able ttoparonly a limited number of tests, forcing farsand food
processors in the region to travel several houcotwluct proper testing of their crops, thus insirggithe overall
cost of their crops. The laboratory now has thémgent and capacities to test for the presencesiigides and
pollutants in line with EU and other market reguas. Local farmers will no longer have to traveluhs to
conduct proper testing of their crops, thus deangathe cost of analyzing and certifying their foasl safe for
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export. The Institute will also be obliged to ofeeprivileged price for product testing by registefarms, which
is 15% lower of the stipulated price of the serviceother users, for a period of three years. Tis¢itute will
work closely with farmers and crop protection sphbsis to familiarize them with the proper use ob
chemicals and export requirements. In the comingogethe laboratory will obtain certification ofsi new
services by the Serbian Accreditation Body. Thg oft Subotica has agreed to assist the laboratatly tve
certification process, expected to be completethbyend of 2014. The fully equipped and accredabdratory
will help farmers and food processors increase mxgales of agricultural and food products from Swbotica-
led IMC Area.

The Novi Sad-led IMC Area

Project activities in this IMC Area target the aah of 1,500 jobs to the region. Previously, tmejéct awarded

a grant to the Vojvodina Metal Cluster (VMC) forpmpximately $100,000 to improve their effectiven@ss
assisting members grow by finding new orders andkets, and by innovating to discover more high-ealu
products to offer the market. The VMC consists afenthan 116 small and medium sized metal produgiths
access to foreign and local markets. A major corapbrf the grant will be to procure customer relaship
management (CRM) software that will allow Clustezmiers to connect with potential foreign buyerslabe
September, the newly purchased CRM software wasepted by the VMC at a business forum. The evest wa
organized in Belgrade by Project partners NARD, $leebian Chamber of Commerce, and the VMC; it adldw
institutions such as the Ministry of Economy, SarbiDevelopment Fund, and Serbian Export Credit and
Insurance Agency to present different programs rigaje sector stakeholders with the goal of support
domestic production and export expansion. The so#wwill significantly decrease the time necessany
processing inquires from international and locerds. VMC members will now be able to connect wvithential
clients more efficiently, cutting the current avggaof 100 days response time for customer inquittes
maximum of 50 days. The software will also incre#ise volume of business opportunities by helping &M
member companies understand the specific needgenfscthus speeding up negotiation time prioritalfzing
orders.

In order to support expansion of VMC members idifig new markets the Project has also begun prepgra
activities for working with the Swiss SIPPO Offite assist that organization in implementing a laBgB
program. SLDP, VMC, and SIPPO plan to work togethrea new initiative titled “Network to Network (dter

to cluster) management” as a part of a programeteldp industrial subcontracting producers in Sefor
European buyers and manufacturers. The Projectbeilhiring a project manager in October to implemmen
SIPPO'’s plan for building relationships between ahdirms in Serbia and Europe. His first task wii to
recommend activities that will enhance the servibas VMC offers its members.

During the reporting period, as in the Kraljevo atid-led IMC Areas, Mr. Ewen Peters visited the NBad-led
IMC Area to gather information on the structureSMESs, their business model, and readiness of mamageo
cooperate with scientific research institutionsNatvi Sad University to improve the innovation capaof
member companies. As in the other two IMC Areas rethllr. Peters also performed assessments, his
recommendations for the Novi Sad-led IMC Area idelumproving F2B and B2B flows of intelligence to
support SME innovation. Based on these propodagsProject has begun planning for roundtables (®ssi
Fridays) to raise issues on the nation’s low intiovaindex and to propose measures for improvemimtse
workshops will explore stronger connections amoMC | stakeholders, linking innovation and business
operations, in an attempt to grow and expand |baainess. In the Novi Sad-led IMC Area, the VojwadiCT
Cluster will act as a mediator for communicatingsh issues to the public and private sectors @i, loagional,
and national levels

The ICT industry in Novi Sad is one of the mostraitt components of the IMC Area’s economy, and @ash
the most advanced ICT sector in Serbia, with aitteedof cooperation between the University and ieate
sector. For example, the Vojvodina ICT Cluster wesated with the support of the University of N&ad.
While many SMEs in the cluster are largely expor¢ited, they are restricted in gaining new clieaitsl
expanding their businesses due to an insufficieimlyer of available skilled employees. In early 20b4help
bridge this labor gap, the Project approved a $8Dgrant to the Vojvodina ICT Cluster to launchi@m Cluster
Academy and equip young and unemployed people théh knowledge and skills required by IT sector
employers. At the beginning of the reporting peri@ young ICT professionals enrolled in the Acagéolearn

IT skills currently unavailable on the labor matkaich as programming and software developmenteShen,
37 of these participants have successfully comgléteir courses and entered internships in varlibdsms. The
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best interns will have an opportunity to gain fiithe employment. The Academy will enable studeotisdcome
more competitive in the labor market and quickhdfjobs (see Component 3 for more information as K&T
Academy, as well as the Academy launched in thdd@digCM Area).

Objective 1.2. Sustain IMC capacity to succeed in i nvestment attraction and business growth
necessary to enhance regional economic competitiven ess

Activity 1.2.1 Support the Programming, Preparationand Implementation of IMC Infrastructure Projects
to leverage EU and GoS funding

Based on LED activities, the Project is continuingsupport IMC infrastructure projects. During ttegporting
period, coordination was ongoing with SCTM and Mhnicipal Infrastructural Support Program (MISP)etater
SLDP-supported infrastructure projects into thet&ysof Long-listed Advanced Infrastructure Projg@kAP)
database. Activities focused on developing the aapaf these projects in order to list them in t8eAP
database, allowing them to be listed on the EU @ @riority list for funding (see Annex F, Succ&isry, for
more on Project assistance in the Vranje-led IM@a)r Listed below are current projects which hdveady
received financing or have been entered onto thiPSdatabase.

In the Vranje-led IMC Area:

1. Environmental protection of the South MoravaeRiBased on technical documentation developeddy t
Project, EU/Progress purchased effluent metersnj¥reonstructed a water effluents measuremenbatati
and has begun using the meters in Vranjska Bartjde Wresevo, Bujanovac, and Vladicin Han have not
yet constructed measurement stations. However,j&ttzas signed a contract with KfW for €15.2 million
on the construction of a Waste Water Facility; ¢batract was signed in November 2013. That prdjast
been entered onto the SLAP database.

2. “Meteris” regional landfill with recycling fadtles was developed with the assistance of Pr@jeperts, as
was a Regional Solid Waste Management Plan. Theqtroas been entered into the SLAP database.

3. The Project funded the development of a topdgcaplan for a Bunusevac IZ bypass road. That ptoje
has been entered onto the SLAP database.

4. Work on the Bunusevac IZ continued with the dewment of detailed infrastructure designs. Desigins
roads, water supply and fire protection system, esage, rain drainage, electricity supply, and
telecommunication were developed. Project documientdor the IZ was delivered to Vranje on June 5,
2014, and the project has entered onto the SLA&bdae.

5. In Presevo, the Project completed a pre-fedtsilstudy for the Cukarka Industrial Zone. Durintget
process of developing the pre-feasibility studg, Evoject discovered that an unsolved land propsstye
threatens the whole activity (see Component 2, pgegefor more information on the outdated Land
Restitution Law). In coordination with SCTM, theofact has initiated changes to the legal frameviork
land development in cases like 1Z Cukarka in Presev

In the Nis-led IMC Area:

6. Reconstruction of regional Water Supply SystdPusta reka” in Doljevac. A feasibility study was
completed to help the Doljevac Municipality plasecure and continuous supply of potable waterHer t
entire population in the prescribed quantity andliggt Based on the study, the municipality wilbsoit a
project proposal to the Serbian Government to reicoat the regional water supply system. The ptojec
has been entered onto the SLAP database.

In the Subotica-led IMC Area:

7. The Project is supporting the development ofAgnicultural Educational Center in Sombor. The main
design for the reconstruction of the Center wasveldd in February 2014, and the technical control
assessment of project documentation was completédairch 2014. The Agricultural Training Center
reconstruction was completed in August 2014, whie Center has been completely furnished and
equipped.

The Novi Sad-led IMC Area has two industrial zonasvhich SLDP is working:

8. Development of a new industrial zone in Beodihe Project is supporting the development of a new
industrial zone in Beocin. The geotechnical re@ortl technical analysis with preliminary cost estena
were completed in January 2014, and detailed desigme developed for all project components: rpads
water supply system, sewage system, rain drainéme, pressure gas distribution network and
telecommunication. The total value of project doeatation is $58,000 and the documentation was
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developed by SAFEGE engineering company and delivéo the Municipality of Beocin on May 7th.
Construction work on the Industrial Zone is eligilfbr support by Province of Vojvodina or GoS state
funds, and the city is actively engaged in soligjtthis support. SLDP expects that this project
entered onto the SLAP database in the final mooit2914.

9. Development of a new industrial zone in Temegiriocation permit has been issued for an accesd.r
The Geotechnical Report and Geodetic Survey weveldeed, and a preliminary design and feasibility
study have been completed and submitted to thenlediRevision Committee of the Vojvodina Province
Government. A detailed design for temporary traffignals should be completed by the end of October
2014. SLDP expects that this project will be erdernto the SLAP database in November 2014.

Objective 1.3: Spread and imbue the institutional a  nd technical knowledge gained through
successes of inter-municipal economic development

Activity 1.3.1:  Network formation and knowledge dstribution on IMC principles and LED
professionalism

During the reporting period, the Project focusedpommoting progress made towards goals set with IM€a
partners. Events were organized to highlight US é€Bowment support for agriculture diversification¢rieased
sales and export, youth entrepreneurship and emmgot; as well as investment attraction and job iggioa. In
May, within the Subotica-led IMC Area economic piag, the US Ambassador Kirby presented new equipmen
to the Subotica Public Health Institute’s food itegtiaboratory. In June, the Project organizeddtffieial launch
of the Youth Horticultural Incubators in the Zremijaled IMC Area. Serbian Ministry of Youth Statecsetary
joined US Ambassador Kirby, Novi Becej Mayor as Ivad Kikinda and Zrenjanin LG officials, to marketh
commencement of first youth agribusinesses sehgligreenhouses provided by the Project. Alsauire,Jin
cooperation with SCTM, the Project organized theewmnial presentation of certificates to 61 locHictls
from 22 partner municipalities throughout Serbibe3e local decision makers and representative&bf dffices
successfully finished the distance learning progdmsigned to increase their knowledge and skilimamaging
LED, attracting domestic and foreign investmentg] areating jobs in their local communities. Thiem®t also
served as an opportunity for representatives frisfardnt municipalities and IMC areas to share Ipgattices on
topics such as investment attraction, support fimape sector development, and brownfield revitgian

In September, Ambassador Kirby visited the Regi@dwaiculture Education Center in Sombestablished with
Project assistanc®uring his visit, Ambassador Kirby invited farmdrem the whole region to use the Center,
gain new knowledge, and practice what they leatso An September, new USAID Mission Director Azza E
Abd, with the Minister of Youth and Sports and t&sistant Minister of the Ministry of Public Admstration
and Local Government, presenteertificates to 31 youth office and youth civil &g representatives.
Graduates were accredited following their comptetid a training program provided by NAPOR and sutgab
by the Project (for more information on the Prdg@ommunication efforts, see Annex E).

Component 2: Public Administration Reform

Objective 2.1: Improve capacity of municipalities t o effectively manage services and capital
investment projects of inter-municipal significance

Activity 1: Increasing IMC competitiveness througheffective asset management

During the reporting period, the Project establislypod cooperation with the main local and inteomet
partners who advocate for LGs in asset managencéiniti@s. The Project supported three changes vhave
eased LG asset registration in the past six moriths. Serbian Directorate for Property, recogniziisgown
insufficient capacities in the asset registrationcpss, instructed LGs to bypass it and submitesigufor asset
registration directly to the Cadaster of ImmovaPieperty. Additionally, the Geodetic Authority alsbled a vast
majority of taxes and administrative fees whichdamed the asset registration process. Finally, randt
importantly, the Ministry for Finance, as a propohef the Law on Public Property, extended the deador
asset registration of municipal property for anotie years. The extended deadline will allow mipatties to
better organize activities in asset registratiod davelop consolidated property inventories whict be used
for economic and business purposes. The Projeetis partner in supporting these changes has bee®Gi M.
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As a second line of activities, the Project widenechnical assistance in asset management and foetvn
redevelopment to all eight IMC Areas. Initially etlactivity was envisioned to target just two IMCeAs, but the
growing interest of various municipalities and n@mlof potentially suitable locations in all eighiC Areas
widened the focus of the activity to offer browtdiggromotion to all interested partner cities angniipalities
with attractive brownfield sites. In cooperationtlwLED offices and managers and technical stafbarfikrupt
companies, an inventory of brownfield investmerts fifteen of the most attractive brownfield prdigavas
completed. The Project chose Development Consultirggp (DCG), a local consulting company, to impdem
investment promotion of selected brownfield locasio

BFSII! In May 2014, an open call was announced for
cities and municipalities, with DCG assistance,
to create presentations of the most attractive
Qutlet Riccone brownfield locations in their territories. At the
Catak end of September, all 15 brochures were
S completed; both in Serbian and English, and
some companies, such as the Pomoravije
Company from Nis, have already used the
brochures for initial negotiations with potential
investors. At the same time, a website on
brownfield potentials was finalized. A fully
operational website will contain financial, legal,
and business information on at least 15
brownfield locations and will be open for all
other presentations of interested LGs in Serbia

Completed at the end of September 2014, one ofifteerf brochures which possess high quality, potentially attractive
which highlights the most attractive brownfield ations, this one pqwnfield locations. In the next phase, the
presents a location in Cacak (in the Kraljevo —M€I|Area) Project will, with ' DCG  support meitch

brownfield companies willing to participate in
this activity, with successful partners alreadyvatized and successfully functioning in a competiti
environment in order to provide adequate modelspanthers for new privatizations.

The Project has continued to provide support to IB€as in solving ownership rights issues that rolastor
hinder project implementation and to improve techhiskills and capacities of local administratioims
adequately providing public services in the arefdegalization, property management, and constucti
permitting. In May, the Project provided on-the-jwhining and legal analyses of procedures forafisyy of
vacant construction land in public ownership to thepartment for Property Issues in Presevo. SLEB® al
provided tailored legal assistance in resolvingppetary issues related to land designated for Gakarka
industrial zone. In September, the Project heldekshop for members of the Merosina LED, as thishas still
not begun registering municipal assets. The wonkspimoved to be very useful to showcase best pemctic
examples from neighboring municipalities, and tesent the necessary documents and institutionakisiod
needed to begin registering municipal assets.

To help LGs assess the opportunity costs of brakhfiedevelopment, the Project reached an agreenitmthe
World Bank office in Serbia to jointly support pegption of a financial analysis on opportunity sost leaving
brownfields unused rather than moving them baaktiné stream of commerce. The World Bank planseothis
analysis as key background information for pregarpossible assistance to Serbia in restructuringligu
enterprises. To carry out the study, the Projearded the National Alliance for Local Economic Dieyenent
(NALED) a grant valued at approximately $100,000ptovide a comprehensive calculation of the costs a
losses incurred by LGs through unsuccessful pdatin, identify critical issues for future privadtion
strategies, and recommend which institutional besrmust be removed to successfully sell public paoies.
Thus far, ten case studies have been completededaout in companies from the same region; five
unsuccessfully privatized firms which are currentigdergoing bankruptcy procedures and five similar,
successfully privatized, companies. The five unessful cases have proven to be benchmarks of poorly
implemented privatization resulting from a range lmdd management decisions to property issues and
institutional and legal impediments. Their succalgséirs, however, prove that privatization - pndypatructured
with, for example, management chosen from a prepetor background - yields substantial and endurargefits

for the local and national economy.
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NALED will now analyze and recommend which insiibmial barriers must be removed to successfully sell
public companies and outline the best practices ¢ha resolve key problems related to privatizatiblore
specifically, the study will contain a set of reaoendations on how LGs can take part in resolvingkeblems
related to privatization, including the role of L&hd local public utilities in debt restructuringeading with
redundancies (e.g. active labor market policiethatlocal level); resolving property related issugtsracting
investors; and using fiscal instruments found i lthw on Local Government Funding to facilitatevptization.
The entire analysis will be offered to the Governimef Serbia as a tool for designing recovery/testring
measures for brownfield companies for upcominggiibations to be carried out under a new Privdtinataw.
The completed final results of NALED’s study wik Ipresented in November 2014.

Objective 2.2: Improve capacities of local officia Is to effectively utilize local economic
development mechanisms and tools and advance legal framework that spurs inter-municipal
cooperation

Activity 2.2.1: Improving IMC institutional capacit ies to efficiently utilize LED mechanisms

During this reporting period a grant to the SCTMptovide distance learning (DL) training modules dD
professionals from all eight IMC Areas was compdetim June 2014, 61 officials from 22 municipakti&zho
successfully completed the DL course were awardetficates by U.S. Ambassador Kirby, Deputy Prime
Minister Kori Udovicki, and the President of the B Zoran Perisic. The award ceremony brought ttpaeca
one-year LED program, funded through Project emsist of approximately $120,000. The program coebief

a combination of training sessions, coaching, andrmet-based DL. Participants learned about tgal land
institutional context of LG economic responsibilitgstruments for managing LED, private sector ttgwaent,
investment attraction, and public-private partngrsh Previously, SCTM completed a web-based platfor
making the DL course available to LED practitiongrdocal administrations. Approximately 80 repnasgives

of LED offices began the ten-week training progrdasting from January through April, and by the efdhe
course 61 representatives successfully completedritgram. Distance learning, or e-learning, ik atielatively
new method of study for LGs in Serbia. It has prot@ be an efficient method of knowledge sharingbding
participants to study on their own time while haytontinuous mentor support and interaction witheostudy
group members through online forums. Local offeifilom eight IMC Areas — led by Subotica, Novi Sad,
Zrenjanin, Nis, Vranje, Uzice, Kraljevo, and NovaZar — participated in the trainings, with the Ddgment
being implemented from January to April 2014.

While the Project has initiated preparatory aaegitfor the establishment of one-stop-shops (O3f8) f
construction licenses, the necessary changes texiséng Law on Planning and Construction have lmexn
passed, thus no concrete activities were implerdeeoject experts engaged in field visits and otiagons
with cities and municipalities that already havestauction license OSSs or have capacities antigadlsupport
for their establishment. At the time of this repomuriting, this Law remains unchanged; howeveg Broject
expects that changes will be adopted by the enitheofyear. Once adopted, the Project will delivehitécal
assistance for upgrading already established OB®sigh signing MoUs with GoS institutions, whichllst
provide inputs/technical requirements with sigr@ficdelays. For cities and municipalities that dohave OSSs,
the Project will organize mentoring with flagshijties and municipalities, while also providing sedire for
electronic file tracking and support in planninglamganizing for the establishment of constructioense OSSs.

Activity 2.2.2: Increasing investment potential ofthe IMCs by successful completion of the BFC pross
for at least five LGs

During the reporting period, the Project contintegrovide support to partner cities and munictpggiwho are
committed to gaining Business Friendly CertificatiBFC). By obtaining this certification, a commiyni
improves the local business environment and thgénud the LG, thereby attracting domestic and fprgirivate
sector investments and creating new jobs. Three ((Bs/i Becej, Vrnjacka Banja, and Leskovac) have
completed all requirements and await official dedition in the fall. In Novi Becej, technical astsince was
provided in investment brochure preparation, lieeissuing procedure development, preparation ahoand
templates for the urban planning department, canuy@ business attitude survey, and improvingrntiuaicipal
webpage. The Project also provided technical asgistto Vrnjacka Banja, helping the municipalitydoct a
business attitude survey, develop building perngttjuidelines and capital investment plans, andov® its
municipal webpage. The Project assisted Leskovaevise its strategic plan for local developmert davelop a
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construction permit issuance system. In the VraKialjevo, Subotica, Novi Sad, and Zrenjanin-leddMreas,
the Project will continue to support specific mupéadities (Bujanovac, Kraljevo, Beocin, Kikinda) hweh are on
the path to receiving certification. Gaining BFCagantees a certain level of efficiency and trarespar within
local administrations, and testifies to the quabfyservices and information that LGs offer to istees and
businesses.

Activity 2.2.3.: Providing technical assistance tamational level counterparts in creating and modifyng
major laws, policies, and/or regulations related tanter-municipal economic development

During this reporting period, the Project was iaditoy national level stakeholders to provide assgtagement
expertise and review a draft Amendment to the LawPtanning and Construction. The Project’s law asset
management experts proposed changes and provitlgmbise aiming to curb inefficiencies in constractiland
management as well as the urban planning and catisin licensing processes. Specifically, SLDP ssted the
inclusion of longer deadlines for public debatetle urban planning process, introduction of a pasie
monitoring and implementation controls of approwadan planning documents and longer deadlines for
conversion of usage right to ownership rights. &bgxperts also recommended the abolition of gigian that
allows any licensed engineers to prepare techdmalments in lieu of public enterprises. Licensegimeers do
not possess the authority to authorize connectiiigibhgs to electrical, water, sewage and otheliputetworks.
These recommendations were provided to the MinfatryConstruction, Traffic and Infrastructure aeténd of
August 2014. The Project expects that the Minigtity review all inputs during public hearings anabsnit draft
amendments to the law to the Serbian Governmegwrily October.

During the reporting period, in cooperation withT@ the Project launched a policy initiative to ardgportions
of the Restitution Law. The Serbian Law on Resttubf (previously nationalized) Pastures, from 29@rbids
conversion of this farm property to constructiondaFor many smaller cities and municipalities, #iegle
possibility to expand existing IZs and to attravtdstors is precisely to use these pastures anddiad as no
other property is available. The Project and SCTavehbegun lobbying for amendments to this Lawwalig
abandoned and unused pasture land to be used reasecthe competitive advantage of the whole region
Additional policy and advocacy support was provite&CTM to review and provide input on a draft iQashce
on Inventorying Public Property. The initial draft the Ordinance was developed by the Ministry fakRce,
which was unable to finalize this task becaus@adk$ the resources and capacities to deal withsttsor of
public property. The initial draft was not tailoréd the needs of cities and municipalities; themefdroject
experts were invited to suggest solutions that ddyl enable municipalities and public companieside the
same inventorying system used by central instrosti@and 2) allow municipalities to use data from ¢eatral
registration system maintained by the Property @o&te.

Objective 2.3: Strengthen sustainable LED environme  nt through private service delivery (PPPSs)
Activity 2.3.1: Fostering the establishment of susinable public-private partnerships

The Project and the Serbian Chamber of Commerc€)$itiated efforts to stimulate establishmenP&tPs. In
May, more than one hundred representatives of iokgsnvestor associations (Serbian AssociatioMahagers,
German Chamber of Commerce), international orgéioizs, state bodies (SIEPA, sectoral ministries),
transaction partners (Deloitte, PricaLaw Offic@)dd.Gs attended a PPP Conference to discuss impatino
establishing successful partnerships under thdiexi®PPs and Concessions Law. The aim of the camie
was to point out critical challenges in implemegtihe PPP Law and to provide ideas on how to launasi
initiatives, as in the three years since the adoptif the law not a single PPP (as defined byltvi§ has been
implemented. LGs expressed interest in receiviggrigal support and assistance for understandiggdeeies
and arrangements in establishing PPP projectsedsaw/their launch and monitoring (i.e. prepanngdel PPP
contracts in different sectors, organizing traisiran best regional PPP practices etc). The Projgeted to
continue cooperating with the SCC on developingousr assistance tools and techniques that will maks
familiar with specific aspects of differing PPP id@s During the summer, the Project began coopegatith EU
PROGRES and the SCC to jointly promote PPP condap8erbian cities and municipalities based on rhode
deliverables to be provided to LGs (model tendasudments, model contracts for most interesting seatc.).
Following these activities, SCC will target the @stor side and present identified projects to sedeinvestors.
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Component 3: Youth Development and Participatory Me  chanism

Objective 3.1: Foster entrepreneurship among youth and create long-term employment for
young innovators, first-time job seekers, adolescen ts and young adults who have acquired
labor market needed skills

Activity 1 and 2: Continuing youth skills-building tailored to labor market needs in targeted sectorsand
creating an enabling environment for Youth Developrent and Active Labor Market Measures through
building cooperation with relevant institutions

During this reporting period Component 3 contineffdrts to build youth skills and improve employrh@mthe
private sector by established cooperation withvibgrodina ICT Cluster and NiCAT in the Novi Sad aNis-led
IMC Areas. The Project and these ICT Clusters aeelbping the skills and competencies that areeatisr
unavailable on the labor market in the Serbianrmadion and Communications Technology (ICT) sector.

The Project supported the Novi Sad ICT Cluster Acaygl through a grant of approximately $60,000. The
Academy teaches youths IT skills currently unavddeon the labor market, such as programming afid/ace
development. At the end of September, of 45 yoatirslled in the Academy, 37 have been placed &riiiships
that are ongoing at the time of this report’s wagti Of these interns, three have already impretfegdemployers
sufficiently to be offered jobs prior to their intships’ ending. The Nis ICT Cluster Academy reedia $50,000
grant, and has enrolled 24 youths to learn IT skdlf these 24, 22 are currently in internshipsyloich five have
already gained employment prior to their interngigépiods ending.

Earlier in 2014, the Project established a youthtl@aJob Training (OTJ) program for job-seekingdy@tes
under the age of 30. The OTJ program helps prigatepanies in the manufacturing and service seckdts,
five or more employees, quickly find qualified $tafeducing the time and cost it takes for the cteda and
recruitment of new employees. Preference was giwetompanies planning to hire new employees witn
months of completion of the training program. Désgiome delays, OTJ activities, tailored to aligath skills
with labor-market needs, continued to move forwéamdially, all OTJ participants were to be selattenatched
and placed in two-month training programs during téporting period. However, Project subcontraCiammer
Group experienced delays in the schedule, leadingne-third fewer youth participants in the progrdman
expected. Cromer Group was also unable
develop a detailed curriculum for each OT
participant and mentors leading to further dela
Despite these setbacks, during the past

months 162 interns were placed in 33 compan
across 14 municipalities. Participating
companies’ profiles range from mostly servicg
oriented in Vojvodina, IT and food processin
based in southern Serbia to clothes production
(fashion) based in the southwest part of the
county. The trainings lasted two months, with
most beginning in May and ending by August.
Thus far, 56 youth participants of the OTJES
program have obtained jobs, with the possibilifVA% ! ' 43 |
of several more becoming employed in ti One of the OTJ trainees, Who worked in a clothlamgdry in southern
coming period. During the reporting period, tt S€'Pid, poses with her mentor.

Project signed a Memorandum of Understanding

with the National Employment Service (NES) in Ardivering the institutions’ involvement with thdesgion of
OTJ trainees. The Project cooperated with NESdititete OTJ trainee placement. NES played an ingmbrole
in the process, stepping in when delays hampereddtivity and facilitating intern-employer consct hanks to
NES involvement, OTJ participants were informeavedilable positions and placed in internships.

s e

Objective 3.2: Provide schools and vocational educa  tion training centers with accredited
curriculum tailored to the local resources and need s, so that the strengthened relationship
between local governments, schools, and businesses reduces the out-migration of young
people.
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Activity 1: Fostering dialogue and cooperation betwen the private and education sectors

The Project continued work aimed at fostering aenopnd constructive dialogue between the privaté an
education sectors. In the previous period, thedetaapproved a $60,000 grant to the Belgrade Opbiodb
(BOS) to establish and improve cooperation betwéemje, Uzice, and Subotica-led IMC area businesses
targeted industries and pertinent vocational edrcadnd training (VET) schools enabling matchingwsen
supply and demand on both sides.

In the past six months, BOS organized three comtsudt workshops between business and educatioatsiiders
in Prijepolje (in May), in Subotica (in June), aimdVranje (in July). The joint workshops gave staddelers an
opportunity to discuss their positions in mattefsvocational education and business cooperatiore itlea
behind the workshops was that discussion may ledtde improvement of understanding between staklens|
and possibly alleviate misconceptions. Some prakmi recommendations from the three meetings at th
educational profiles must be created and introdunekihe with local development policies and stgs; a
person should be appointed by each LG to exclusigehl with adopting the school curriculum to tloedl
economy; and issuance of certificates to studehtssuccessfully finish hands-on trainings.

During the reporting period, BOS also began cagesdance and counseling trainings for represergstiof

schools, youth offices, and LED officials from #firee communities to better define necessary auariéor

schools as well as analyzing market needs andrtusohool programs. In June and September, BOStheld
career guidance trainings for 23 and 25 repregeesabf various Vranje and Subotica VET schools SB@ined
participants in innovative curricula responsivetite demands of local and regional businesses,ssigeshe
importance of linking local industries to schoopaaities in order to create a productive, qualifieatkforce. A

final third training is scheduled to be held inj&pblje in October 2014.

BOS has also begun to develop a general modelnfipraving cooperation between the private sector and
vocational schools based on lessons learned frengridnt. The model analyzes the roles of all paitigolved
(schools, companies, local government, pupils, rgardocal media, and other entities) and propegsgs to
improve communication and cooperation. Furthermtims, model, to be presented at three events jafdelje,
Subotica and Vranje in November, is intended tdsasschool management throughout Serbia in creating
enrollment policy in accordance with the needoél and regional labor markets.

Activity 2: Support modernization of training and education for students and teachers relevant to targted
sectors

To support the modernization of education and img# for students and teachers, the Project heldrake
trainings on topics ranging from the use of sooi@dia in marketing and jean finishing techniquesjtality
control for selected Novi Pazar Design and Textilecational School pupils and teachers, as well as f
interested firms from the region.

In September, Margaret Bishop held the first of gyuality control workshops (another training wité beld in
December) for teachers from the Novi Pazar Desigho8l. The teachers learned how to inspect finished
garments for defects, focusing on quality contfdhe fabric, and the stitching and finishing. Then now teach
their pupils these techniques, ultimately raisinglents’ skill levels and making them more quatifte enter the
job market. The overall goal is to adapt schoolricula to local needs while simultaneously streegthg
relationships between LGs, schools, and businéssesger to reduce youth out-migration.

Ms. Bishop also completed research and analysBedfian current best practices in textile vocaliegacation
curricula. Based on Ms. Bishop’s recommendatiohs, Project engaged Ms. Iskra Maksimovic, vocational
education and training (VET) expert, to develop amglement a pilot model improving the skills gaini
vocational schools and teaching pupils practicélsskeeded by companies. During the reporting quriMs.
Maksimovic trained Novi Pazar Design and Textilec®ftional School staff in student practical placetsen
models to support improved cooperation betweenl Isclaools and the business sector. Practical plectis
structured workplace learning that helps young feeppepare for entering the workforce. It's degigno give
youth hands-on experience by placing them with bogtloyer to undertake tasks that relate to thairses in an
industry setting. Ms. Maksimovic has been coopegatvith the VET school in order to develop a pitmdel for
teaching pupils practical skills within companiesmething that could potentially be replicated asr8erbia.
STTA developed two practical guidelines that seageresources for the implementation of a new modlel
organizing practical placement — one for mentorglT schools and another for mentors in comparhias host
pupils for their practical placement.
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During the reporting period, BOS also facilitatedegreement between the international shoemakex, ®@dunch

is building a footwear factory in Vranje, and tleedl VET School of Chemistry and Technology (SGY§.there

is a deficit of footwear leather tailors in the iy BOS has linked Geox and SCT to jointly defowericula
which will lead to more skilled and labor marke&dy students. Specifically, Geox has agreed tomzgaand
finance OTJ trainings for students of the SCT aath them how to work with leather. The company suitbol
will sign an Agreement on Business-Technical Coapen in the coming weeks to define the number of
students, duration of training and skills to begtatu The best students will have an opportunitglitain jobs at
the new Geox factory.

Activity 3: Ensuring recognition of hon-formal education and other local services provided to young faple
in partner LGs.

In the previous reporting period, the Project apptba grant of approximately $100,000 to NAPOR uidbthe
capacities of local youth office (YO) and civil $ety organization representatives from all eighCMreas. To
reduce youth unemployment, the Project and NAPQGRpaoviding comprehensive training and validatihg t
competencies of youth officers and youth CSO reymiadives to advance their professional skills élivéring
youth services more effectively. Participants catgd five multi-modular training courses and weggified as
youth workers in September 2014 (see textbox below)

On September 25, 31 youth office and
youth civil society representatives were
accredited following their completion of
a program provided by the National
Association of Youth Work Practitioners
(NAPOR) and supported by the Project.
The graduates completed a nine-month
comprehensive training prograrn,
covering topics such as youth work,
leadership, volunteerism, and project
management. They were awarded
NAPOR certificates and certified as
Youth Work Coordinators or Youth

Work Assistants. A key element of this
training program was to coach youth coordinatorfiaw to help young people enter the existing jolbkeiaby developing
skills suited to employer needs. Each trainingip@ant was required to carry out a small-scalggut in his or her local
community, with the aim of increasing the emplo¥iabof 270 young people. During the ceremony, esgntatives from
local governments were also acknowledged for invgsh young people in their communities. The eéweas attended by
the Minister of Youth and Sport Vanja Udovicic, Asant Minister of the Ministry of Public Administtion and Local
Government Sasa Mogic, as well as the USAID/Sevbgsion Director Azza EI-Abd, who said, addressihg graduates:
"It is critical that qualified experts such as yane available to help young people succeed in begpattive participants in
their communities and active contributors to thenmmic development of their hometowns. Your effdntsre better
prepared them for joining the workforce. These @aitical to helping Serbia reduce its high unemyptent rate among
youth”.

Within the aforementioned grant, NAPOR also workededuce the gap between labor skills and mar&ets

by developing a tool for the recognition of nond@al education (NFE). NFE includes provision of esre
information, professional development and careenseling. In Serbia, the Ministry of Youth and SpdioYS)

and NAPOR jointly developed a mechanism to make psiences gained through NFE programs more
recognized on the labor market.

Through the aforementioned grant, NAPOR is mapgiugpean best practices and researching the efeetss

of Serbian NFE in giving youths the competencie=ded to successfully find employment. During th@oréng
period, based on the mapping study and the rese&iSarbian NFE effectiveness, NAPOR developedbfty

the recognition of competencies. Recommendatioclside that competencies gained through NFE shoeld b
precisely defined as a way to allow employers toggaemployee preparedness. The draft includes iinpint
public, civic and business sector stakeholders. @RR strategic partner in this project is the MoY@jle the
Serbian Social Inclusion and Poverty Reduction teéasirecognized the importance of this study aodsped
the research with the goal of gaining Serbian Guwent recognition for NFE as an additional wayyfouth to
obtain labor market competencies. In Septembernamr results have been that this tool, or documeitl be
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incorporated into the National Youth Strategy nbeing drafted, thus ensuring its further developnaerd

sustainability. Furthermore, the MoYS confirmedttiavill continue to develop this tool towards alid system
for the recognition of NFE. The research will seagea valuable tool for the business sector ireitsuitment of
competent employees, simplifying the assessmerepsoof prospective workers’ skills and enablingitesses
to make informed decisions when hiring new staff.

3. SIGNIFICANT CHALLENGES ENCOUNTERED AND ACTIONS T AKEN

Challenge: Although 15 greenhouses were instaliddte June as part of the Youth Horticultural lp&tors in
the Zrenjanin—led IMC Area, they are still not cgg@nal. The LG did not carry out its obligatiomrgarding the
provision of necessary infrastructure for the gheerses. Water supply and electricity connectionscfop
irrigation have not yet been thus greenhouse ter@arnot begin production. A much larger problerhé the
incubators are still without managing and contmtiies. They are neglected and in poor conditiomerirfoils on
one part of the greenhouses are damaged, andeativargrown by weeds. This resulted in several thega
articles in the local media and complaints of tesavho live in the vicinity of the incubator.

Action Taken: The location of the greenhouse holtiiral incubator in Zrenjanin has been visited amzhitored
by the project in-house agribusiness specialise pioject sent an official letter to the mayor e€Zanin, to
inform him about the current problems with the iempéntation of the incubator program and to requegnt
enabling of greenhouses for work and entry of temamincubators. The Mayor of Zrenjanin confirntedt the
local government and public utility companies uélke all steps necessary to make the greenhouseatiopal
as soon as possible and move young tenants intonthdbators in October. The project will monitoreth
implementation of these commitments and if the igneeases are not cleaned up most of the facilitiegénjanin
will be redistributed to the other two municipagithat are successfully implementing the incubatoject.

Challenge: Lack of communication, poor presencenimicipalities where OTJ program is being implerednt
and massive delay in delivering results by Cromeyu@ caused drop out of numerous companies anitirfigff
of 70% of the OTJ positions that participating camies have expressed an interest for.

Action Taken: The Project has implemented a cohtraxdification.After considering contributing factors which
led to Cromer Group’s missing the number of tragnieg 31 percent and the number of companies byeddept

the Project restructured the subcontractor's sapevork for the final five weeks. The most importan
modification dealt with the number of trainees dmdadened number and type of services Cromer Group
provided to trainees and companies involved inpghagram in order to build participating companiesman
resources management capacities and support yaapdepin their professional development.

4. HIGHLIGHTS OF ACTIVITIES PLANNED FOR FY2015 Q1

Component 1:

» Training of Regional Center for Agricultural Devploentpersonnel to provide additional services to
farmers and milk processors in the region.

» Agricultural Competitiveness Analysis of 14 munalifies presented to stakeholders in four IMC areas
(four presentations in total: Subotica, ZrenjaiNis, Novi Pazar).

» Stuttgart Global Connect Conference on November 2084 (Nis, Vranje, Leskovac, Novi Sad, Cacak,
Subotica and Zrenjanin)

* Roll-out of the CEVES Report on SME Export Competihess

Component 2:
* National level conference — publication of NALEDa&nalyses of successful and unsuccessful
privatizations
* Promotion of brownfield potentials at the Global n@ect, German Forum for Exports and
Internationalization

Component 3:

e Study on ICT sector development in Novi Pazar amitdé)-led IMC Areas - As a part of efforts to
stimulate economic development projects in SouttevesSerbia, where infrastructure is poor, the
Project will issue an RFP for conducting a dematudiysthat will survey the interest of IT companies
from Serbia and abroad in employing young IT prsifasals from Sandzak remotely
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ANNEX A — ACCRUALS (April 1, 2014 — September 30, 2 014)



ANNEX B — FY14 QUARTER 3 AND 4 EVENT & MONITORING P LAN



USAID | SERBIA

FROM THE AMERICAN PEOPLE

erly Event and Monitoring Pla

Sustainable Local Development

Third Quarter (April 1- June 30), FY 2014

Event Type

Location

Planned
Representational

A UE
Representational

Days

Monitoring Plan

Monitoring
Date

April May June

wi w2 w3 w4 wi w2 W3 w4 wi w2 w3 w4

Level Level
. . . Acting MD, EGO Director,| Acting MD, EGO y .

Opening of Nis ICT Cluster Academy Nis COR Director, COR 1 April 4 April 4
Planning Workshop with National Employment Service Belgrade none none 2 April 7 April 8
Asset management training Vranje none none 1 April 11 April 11
Factoring ( charge claims for googjs sold or services rendered before the Novi Pazar - . 1 April 15 April 15
payment due date) workshop for interested local business
FDI Coaching, Opening Session Novi Sad COR, none none 1 April 23 April 23
National Association of Youth Workers - IV Module Sremski Karlovci none none 4 April 24 April 28
Furniture expert Jeff Baron visits factories in Novi Pazar IMC Area Novi Pazar, Sjenica, Tutin none none 5 May 5 May 9
Meetings on available brownfield locations in Kraljevo-led IMC Area Raska, Cacak none none 2 May 6 May 7
Furniture expert Jeff Baron visits factories in Vranje IMC Area VI, Bu]anovell_::e,‘:resevo, Rlaccy none none May 12 May 15
Ceremonial opening of Subotica Public Health Institute Food-testing . Ambassador, EGO Ambassador, EGO
Laboratory Sikdicy Director, COR Director, COR a Ry & Ry &
Public-Private Partnership (PPP) Conference with Serbian Chamber of Belgrade none BOE 1 May 14 May 14
Commerce
Practlf:al Placements model training for Novi Pazar Design and Textile Novi Pazar none BhE 1 May 20 May 20
Vocational School staff
gP;r:ﬁls between local VET schools and local businesses as part of BOS Prijepolie none BhE 1 May 30 May 30
Meeting with NALED regarding BFC South Eastern Europe Belgrade none none 1 June 3 June 3
Project Dellvers Industrial Zone (1Z) Designs to Vranje and meeting with Vranje none BhE 1 June 5 June 5
Mayor of Vranje
Meeting with National Association of Youth Workers to discuss practical Belgrade - . 1 June 12 June 12
placements
;’ixls between local VET schools and local businesses as part of BOS Vranje none BhE 1 June 16 June 16
Official Opening of the Youth Horticultural Incubators Novi Becej Ambassador , COR Ambassador, COR 1 June 18 June 18
Standing Conference of Towns and Municipalities Distance Learning Award Ambassador, EGO Ambassador, EGO

Belgrade y X 1 June 23 June 23
Ceremony Director, COR Director, COR
Ozone Systems representatives visit Novi Pazar-led IMC Area (Ozone
technology decreases processing costs of jeans and reduces impact on Novi Pazar none none 3 June 28 June 30
environment)
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USAID

FROM THE AMERICAN PEOPLE

| SERBIA

terly Event and Monitoring Pla

Sustainable Local Development

Fourth Quarter (July 1- September 30), FY 2014

July August September
FEwEE (il Monitorin Monitorin
Event Type Location Representational Representational Days Start Sl 9 i 9 Wi w2 w3 w4 wi w2 W3 w4 Wi w2 W3 w4
Level Level
Investment tour to ltaly as part of FDI Coaching Program Italy none none 5 July 1 July4
Monitoring of NAPOR activities- training to improve youth worker skills Novi Becej, Zrenjanin none none 1 July 3 July 3
Germaq jean producer wsnedl several jeans manufacturers looking to expand Nl e T S 2 July7 July 8
production to IMC Area factories
Furnltur_e sector expert STTA Jeff Baron visits various producers to assess capabilities Novi Pazat and Vranje IMC Areas GG 0D 10 July 7 July 17
of meeting IKEA standards
lBeIgrade Qpen School- workshops between local firms and education stakeholders o Prijepolie, Vranje, Subotica T S 3 July 12 July1s
improve dialogue between businesses and schools
Monitoring of NAPOR activities- training to improve youth worker skills D U, I, WD En] Rae none none 6 July 10 July 15
9 9 P Y Pazar IMC Areas Y Y
Jeff Baron presentation of Serbian producer capabilities to meet IKEA standards Belgrade COR, none COR 1 July 18 July 18
On the Job Training - ceremonial awarding of certificates (R e, U Ig:(/:laiazar, Rziceland none none 4 July 21 July 24
Nine Serbian footwear companies present their products at an international trade fair. Germany none none 4 July 29 August 1
Meeting with SKQO regarding organization of direct mailing to potential investors as Belgrade 0 a0 1 August 5 August 5
part of FDI coaching
Internal meeting regarding collection of investment data across all IMC Ares Belgrade none none 1 August 8 August 8
Agricultural Training Center in Sombor holds first lectures Sombor none none 1 August 18 August 18
Training in the use of 3D modeling (Optitex) software at Vocational School Novi Pazar none none 4 August 19 August 22
IT Academy and Education Center monitoring visit Novi Sad COR, none COR 1 August 25 August 25
S'I'I'A Margaret Bishop holds quality control training for companies to introduce unified Nl B T S 3 September 3 September 5
quality standards
S G.u Y Carpentelr, |nte(nat|ona| denllm Geting saleg expgn, V'?'ts der?lm A Novi Pazar -led IMC Area none none 5 September 6 | September 10
companies to establish business to business (B2B) relationships with foreign investors
SEEDEYV workshops with local stakeholders analyzing the agricultural competitiveness - .
o " . N Zrenjanin, Sombor, Subotica and
of target municipalities as a precondition and tool for attracting food processing Kikinda none none 2 September 17 | September 18
investors
US Ambassador visits Agriculture Education Center established with Project Sl Ambassador, EGO Ambassador, EGO 1 Sentember 24 | September 24
Assistance Director, COR Director, COR P P
Award ceremony - NAPOR certification of youth office workers Belgrade MD, EGO Director, COR ), EGcooglrector, 1 September 25 | September 25
Belgrade Open School workshop with VET Schools on including private sector input in Nis and Novi Pazar IMC Areas none none 2 September 25 | September 26
Vojvodina Metal Cluster FVMC) presgnts Custorper Relationship Management (CRM) Novi Sad 0 a0 1 September 29 | September 29
Software to improve business operations at business forum
Presentation of initial CEVES research on Serbia's Real Sector Performance:
Exhibited Competitiveness by Size, Industry and Region Eeofade none none 1 SEriEmiEerED || SepEmier £y
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ANNEX C — STATUS OF PMP INDICATORS



Summary of PMP Indicators

The Project’s performance indicators as of September 30, 2014; covering the fourth year of project
implementation for the period of October 1, 2013 — September 30, 2014.

The structure of the PMP for the Sustainable Local Development Project and the current status of
the indicator are presented in the table below:

Table 1. Status of SLDP Indicators

Indicator

Mar 2014

status

LOP target  Sep 2014
target

1. Number of business-sector jobs created in
participating municipalities as a result of the
Project’s IMC activities 2,000 1,000 4,454
(USAID IR Ind. 2.2.3 Number of Jobs Created in
Targeted Regions)
2. Volume of business revenues in Project
IMPACT | supported sectors $120 $60 $1.29
(USAID IR Ind. 2.2.1 Value of Annual Revenues of million million million
USAID Client Companies in Targeted Regions)
S 120 million
3. Direct private and public sector investments $120 $60 realized, and
into the Project-supported IMC areas million million S 97 million
committed
4. Number of inter-municipal economic
development projects implemented, which meet 20 16 20
the critical path milestones
5. Number of business friendly municipalities 17 17 15
6. Number of municipalities that have established 32 25 )8
or improved management practices
7. Number of PPPs created in the delivery of 7 5 5
public services
8. Number of youth with increased
competitiveness in the labor market 1,050 280 1,234
(USAID Sub IR 2.2.2.1 Number of Targeted
Beneficiaries with Increased Competitive Skills )
OUTCOME 9. Number of major infrastructure inter-municipal
/ OUTPUT projects assisted in the process of applying for 5 3 6
the EU and GOS financing
10. Number of locally elected and appointed
officials, CSO members, media and the business 1,750 1,500 2,467
community trained
11. Number of corporate social responsibility 4 ) ’
initiatives supported
12. Number of initiatives involving dialogue
. . - 58 45 46
between the public, private and civil sectors
USAID Sub IR 2.2.1.1 Number of Business Services
increased in Targeted Regions 8 8 8
USAID Sub IR 2.2.2.2 Number of USAID Client SMEs
Receiving Capacity Building Assistance to Export N/A N/A 38
(Standard PPR)
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Detailed Report on the Status of Indicators

Indicator LOP target Sep2014 Sep2014

target status
1. Number of business-sector jobs created in participating

T ., . 2,000 1,000 4,454
municipalities as a result of the Project’s IMC activities

Definition: Business sector jobs created in partner cities/municipalities as a result of Project efforts
to develop and implement business opportunities and to engage private and public sectors. The
indicator will capture the following:

(a) Jobs created as a result of the private sector investments and jobs created as a result of
increased revenues of the private sector, due to Project assistance.
(b) Jobs found by young people assisted by the Project. The Project will provide intensive

assistance to approximately 1,050 young people, and it is expected that 450 of them will be hired by
the end of Project implementation.

Status: 4,454 new jobs were created since the beginning of the Project (3,899 as a result of the
private sector investments, and 555 within youth development activities). In FY2014, a total of 3,975
new jobs are reported.

Comments and Project’s contribution:

76 young people found jobs during the reporting period as a result of Project-supported activities
within the Youth Development Component. Through CSO Smart Kolektiv, SLDP created internship
and entrepreneurship opportunities for young people across the Nis, Novi Sad, Kraljevo and
Subotica—led IMC areas (covering 17 municipalities). During the reporting period, the final group of
47 youth completed internships and 20 signed employment contracts. In the last 6 months, 56
youths found jobs as a result of the On-the-job training implemented by the local subcontracting
partner, Cromer Group. As a result of these Project-supported activities, a total of 555 youth found
employment during this reporting period.

The investments in the cities of Nis, Leskovac, Subotica, Novi Sad and Zrenjanin, and municipalities
of Beocin, Doljevac, Novi Becej, Priboj, Merosina resulted in employment of 3,899 people, mostly in
foreign companies who begun their business operations in Serbia. This figure is based on the
amounts reported by LED offices, and estimated level of attribution of the Project assistance to
these local governments’ capacities to create business friendly environment, upgrade local services
and capacities, learn how to present local business sector and resources, and negotiate investment
conditions. For more information about Project’s attribution see Indicator 3 below.
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Indicator LOP target Sep2014 Sep2014

target status
2. Volume of revenues of companies in sectors supported by $120 S 60 $1.29
the Project.’ million million million

Definition: The indicator will measure the change in annual revenues of businesses in IMC areas,
sectors and sub-sectors of economy that participate in and benefit from the Project-supported
activities. Businesses are legal entities registered in the Republic of Serbia. They can belong to
categories of entrepreneurs, agriculture producers, small and medium enterprises or large
enterprises, as defined by local categorization

Status: The business revenues of four denim producers in Novi Pazar increased by $1.29 million in
2013. These results are directly related to the Project’s assistance to the targeted business sectors.

The Project contacted 38 partner firms with a request to fill out the questionnaire about sales in the
first six months of 2014. The 12 that did report back on their figures do not present a sufficient
sample for a reliable analysis. The main reason for low response rate is that businesses usually do
not prepare semi-annual financial reports, which is why the Project has adjusted its questionnaire to
include annual sales information and will report on these numbers in the next reporting cycle.

In addition to the questions about revenues and employees, this survey asked about relevance and
quality of the Project’s assistance. Among those who responded, the Project’s contribution and
quality of assistance has been highly valued.

With the exception of Novi Pazar denim producers, all other businesses who participated in the
Project activities could have impact on sales in 2014. The main impact analysis in March 2015 will
provide data for 2014.

In FY2014 the Project Team expects an increase in business revenues of approximately 60 companies
that receive assistance through the following activities:

- Assistance to denim sector includes STTA work on marketing plans; recommendations
for improving production process and for increasing competitiveness; new market
research; improvements in jeans manufacturing technology to decrease pollution; and
participation in the Bread & Butter Fair in Berlin, Germany. The pool of denim producers
assisted by the Project consists of 10 companies in the Novi Pazar-led IMC area. To assist
denim producers in the Novi Pazar —led IMC Area, the Project is engaging a social media
specialist for the Russian market, Ms. Kseniya Sydorkina, to provide recommendations
on improving local companies’ online presence, targeting Russian-speaking markets. The
Project is engaging a denim clothing sales expert, Mr. Guy Carpenter, to establish B2B
relationships with foreign buyers for jeans manufacturers. The Project is facilitating
meetings between a German company and four local jeans producers who are able to
fulfil product and quality criteria outlined by the German firm.

- Assistance to the footwear sectors in the Novi Pazar and Vranje-led IMC areas includes
an analysis of the production process quality and competitiveness; B2B links with
potential international buyers; development of a unique visual identity and participation

Y In August 2014 the Project proposed that PMP bélrevised to have one Economic Impact Indicamuntng both
investments and business revenues; with SOW's B@fettof $240 million and combined FY14 target 20 Inillion. This
change will be incorporated in the Project repartimce the PMP revision is submitted and formabgraved by USAID.

Annex C Page 3 of 15



in the GDS Fair in Dusseldorf, Germany. Continuing efforts to increase shoe exports to
the global footwear market, the Project is helping nine footwear manufacturers present
their products at the "Tag it! by GDS” trade fair, again in Germany. At the moment, 10
footwear producers participate in this activity.

Due to Project efforts to assist the furniture sector, a manufacturer of recliner
mechanisms from the Nis—led IMC Area, presents its production capacities to IKEA and
will host a representative from the Swedish company in the next quarter.

Herbs and forest fruit products in the Novi Pazar—led IMC area: Initial assessment
completed by an international STTA. Based on the recommendations, SLDP will facilitate
links with Serbian companies to develop a local supply chain and explore connections
with foreign buyers and potential investors.

In food production sector in South Serbia, the Project works on building the capacity of
Nis Food Processing Support Center and Leskovac Technology and the Food Processing
Center (FTP). It includes web-based database for supply-demand data exchange and
support in designing training program. Equipping the testing production line will help
companies develop new products and expand product varieties. Food processors that
benefit from the activity will be large and small as well as existing and newly arrived
businesses. In Leskovac, at least 10 food producers will use FTP services. The Project is
helping producers to establish links with foreign buyers; the first contracts were signed
at the time of development of this report.

RDA Zlatibor completed a value chain analysis, identified products and services with high
marketing potential, and presented its recommendations in February 2014. The next
step is to form a pool of 10 Hotel/Restaurant/Cafe (HoReCa) sector companies and 10
local suppliers that will work on increasing competitiveness and volume of local
purchases.

The Project provided equipment for an agricultural products quality testing and export
certification laboratory in Subotica, and supported the establishment of a Training
Center in Sombor, opened in September 2014. The Project is also providing technical
support to local apple producers to gain a certificate for geographic indication. An
increase in sales (both domestic and international) of agricultural products is expected in
late 2014 and during 2015.

SME sector in the Kraljevo/Cacak—led IMC area will be supported through employment
of Impuls Center capacities. In FY2014, in conjunction with the Government of the Czech
Republic, the Project undertook an analysis of ways to increase utilization of the 3-D
printing machine by local SMEs. Recommendations of the assessment will be
implemented in FY2015, focusing on management and networking.

The main goal of the assistance provided to the Vojvodina Metal Cluster (VMC) is to
increase the volume of business opportunities by providing a system that will help VMC
member companies understand the needs and reduce the response time on
international inquiries. SLDP engaged an international STTA to conduct an assessment of
the VMC and its members on ways to expand their market, increase sales and create
new jobs. By September 2014, 54 firms participated in VMC activities. Four of them have
received assistance in achieving international certified standards; 30 firms received
training, while others participate in innovation, networking and knowledge exchange
activities — all organized within the grant provided by the Project.
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Scope and chronology of the Project’s business sector assistance in FY2014:

September
2014

Due to contacts made at the Berlin Bread and Butter Trade
Fair, a German jean producer visits several Novi Pazar jeans
manufacturers looking to expand production to Serbia.

Due to Project efforts, a manufacturer of recliner mechanisms
from the Nis—led IMC Area, presents its production capacities
to IKEA and will host a representative from the Swedish
companyin the next quarter.

To assist denim producers in the Novi Pazar —led IMC Area, the
Project engages a social media specialist for the Russian
market, Ms. Kseniya Sydorkina, to provide recommendations
on improving local companies’ online presence, targeting
Russian-speaking markets.

Continuing efforts to increase shoe exports to the global
footwear market, the Project helps nine footwear
manufacturers present their products at the "Tag it! by GDS”
trade fair, again in Germany.

The Project engages a denim clothing sales expert, Mr. Guy
Carpenter, to establish B2B relationships with foreign buyers
for jeans manufacturers.

The Project facilitates meetings between a German company
and four local businesses that produce jeans which fulfil the
roduct and quality criteria outlined by the German firm.

LY

In the Vranje and Nis —led IMC furniture sector STTA creates a
set of recommendations for selected companies that have the
potential to fulfil IKEA requirements

The Project supports the creation of a unique visual identity
(Serbian Shoes brand) and promotional materials for the
Kostana Vranje and Novi Pazar shoe clusters. After viewing
this website, two companies from Hungary approach several
Serbian manufacturers looking for factories that could produce
shoe uppers for their new line of dance shoes.

To battle environmental pollution concerns associated with
jean manufacturing the Project organizes a visit by
representatives of Ozone Systems (0S) to Novi Pazar. The
‘Ozone’ technology decreases the processing costs of jeans
and reduces negative impact on the environment, thus making
the final product more accessible and attractive to modern
consumers.

The Project develops sector brochures created to promote the
textile, furniture and footwear sectors. The profiles are sent to
potential investors, business partners and will be distributed at
appropriate trade fairs.

Based on recommendations made by Mr. Saliman, the Project
supports seven shoe companies from the Novi Pazar and
Vranje—led IMC Areas to present their products at the Global
Destination for Shoes and Accessories (GDS) Trade Fair, in
Germany, and to establish business links with international
shoe producers.

International experts for denim (Ms. Bishop); footwear (Mr.
Saliman)and furniture (Mr. Baron) engaged to assess the
current state of production in these three sectors and
recommend ways for expanding businesses in the Novi Pazar,
Vranje and Nis -led IMC Areas.

Ms. Bishop provides social media training to Novi Pazar —led
IMC Area companies, as a tool to analyze global fashion trends,
prices and quality.

The Project supports Novi Pazar-led IMC Area denim
businesses to attend the Berlin Bread and Butter Trade Fairin
Germany as part of efforts to increase exports.
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Indicator LOP target Sep2014 Sep2014
target status

3. Direct private and public sector investments into the $120 $ 60

Project-supported IMC areas million million »120,862,000

Definition: Dollar value of direct investment associated with the inter-municipal economic
development projects, undertaken with the Project’s support. Greenfield and Brownfield
investment, and investments into expansion of capacities of any parts in value chains supported by
the Project will be counted. Both investments from the private and public sectors will be counted.

Status: $120,862,000 of realized private and public investments (5101,825,000 from private and
$19,037,000 from public sector);

In addition, investments worth $97 million are expected, based on contracts signed.

Table 2. Summary of realized and committed investments in the Project’s partner municipalities

Investments (€) # of Jobs as Result of Investment
Realized Committed Created Expected
Private ‘ Public Private | Public Private ‘ Public Private | Public
TOTAL:
$152.577.981 $19.628.142 $140.991.175 $3.147. 5.272 0 9.984 0

Attributable to the Project:

$101.825.453 $19.037.186 $95.654.380 | $1.992.587 3.899 0 7.945 0

Comments and Project’s contribution

In order to estimate the level of Project contribution to investments in partner cities and
municipalities, the Project made three categories, each with a proposed percentage of attribution:

- 20% attributable to the Project for investments that took place before the FDI coaching;
where municipal LED offices played significant role and where the Project worked on
building municipal capacity for LED.

- 50% for investments that took place in the previous one year period, or the investors
made commitments by signing land lease or land purchase contracts; where the Project
contributed by providing necessary technical documentation for industrial zones; where
LED office staff attended FDI coaching; where other indirect support was provided to the
sectors of economy where the investments took place.

- 100% for investments that will be realized during and after the Project’s direct
assistance for increasing municipal FDI capacities (FDI coaching) and targeted sectors,
and where the Project’s contribution and quality of assistance has been highly valued by
municipal LED offices.

In order to obtain municipal LED offices’ opinion about the Project’s contribution, the Project
organized a survey among the LED offices who reported investment results.
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Scope and chronology of the Project’s FDI attraction assistance in FY2014:

September
2014

In cooperation with LED offices and staff of bankrupt
companies, an inventory of brownfield investments for a
minimum of fifteen of the most attractive brownfield projects
is completed in the Nis and Kraljevo —led IMC Areas.

As part of the FDI coaching program, the Project organizes an
Investment Tour to Italy for representatives of four Serbian
local governments: Nis, Novi Sad, Leskovac and Vranje. They
visit Venice and Naples and present their investment
potentials to over 40 Italian businesses who are considering
expanding some production to Serbia.

Continuing efforts to increase shoe exports to the global
footwear market the Project prepares 15 brochures (based on
the August assessment of attractive brownfield locations) with
detailed information on the management, technical, economic
and financial status of publicly-owned companies ready for
privatization in the Nis and Kraljevo -led IMC Areas. The
brochures also contain a detailed inventory of the local- and
national -level subsidies available to potential buyers of
privatized companies, under the general investor-support
scheme.

In support of FDI attraction in the agricultural processing
sector, the Project release an RFP to fund an agricultural
competitiveness analysis for 14 municipalities from four IMC
Areas that intend to expand their agro-processing (Subotica,
Zrenjanin, Novi Pazar, and Nis).

Second round of FDI Coaching begins. Includes four new IMC
Areas, the Subotica, Zrenjanin, Novi Pazar and Kraljevo—led
Areas as well as the Nis Agricultural Department for support of
food processors. The focus of the second round of FDI
coaching is on food processing as majority of participating LGs
support agriculture as a priority sector.

As part of efforts to increase inflowing investment, the Project
and partner the Berman Group present local stakeholders
analyses of investment locations in Presevo, Merosina and Nis.
The reports analyze the feasibility of developing three
industrial zones (IZ) in these municipalities and list potential
investors for the zones.

The Project delivers Detailed Infrastructure Development
Designs for a new industrial zone to the Vranje local
government. These documents will enable the future
development of the Bunusevac IZ and will help in attracting
new foreign investors.

Project enables the Vojvodina Metal Cluster to procure
customer relationship management (CRM) software that will
allow Cluster members to connect with potential foreign
buyers. The Cluster will be able to facilitate linkages between
prospective international buyers and its members by
announcing procurement opportunities to members and
following up with members who need more details.

The Project and partner Berman Group continue FDI Coaching
Program, began in FY2013, by taking twenty-four local
economic development (LED) practitioners, from thirteen
Project partner local governments, on a study tour to the
Czech Republic, to learn about best practices in attracting
foreign investment.

Final round of First FDI Coaching Program held

The Project supports development of IZ in Beocin through a
geotechnical report and technical analysis with preliminary
cost estimate for roads, water supply system, sewage system,
rain drainage, low pressure gas distribution network and
telecommunication.

More details about investments are available in Annex A to this report.
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Indicator LOP target ~ Sep2014  Sep2014

target status
4. Number of inter-municipal economic development projects

. ., . 20 16 20
implemented that meet the critical path milestones

Definition: An inter-municipal economic development project is defined as a business opportunity
identified and implemented in the Project supported IMC areas that engage the private, public and
civil sectors in order to create jobs. (For more on the indicator definition see Revised PMP, dated
April 15, 2013)

Status: Within eight New Criteria Programs, there are 12 IMC economic development projects in
different stages of implementation.

Comments: The list of IMC economic development projects is as follows:
Vranje-led IMC:

Project 1. Investment attraction

Project 2. Increasing sales and exports of footwear sector SMEs

Nis-led IMC:

Project 3. Building capacity of Nis Food Processing Support Center

Project 4. Leskovac Technology and Food Processing Center

Project 5. Investment attraction in Nis—led IMC area

Project 6. ICT Academy

Uzice-led IMC:

Project 7. Value chain development between tourism industry buyers and potential vendors in
the IMC area

Project 8. Investment attraction in the IMC area

Subotica-led IMC:

Project 9. A laboratory for agriculture products in Subotica
Project 10. An agricultural training center in Sombor
Project 11. Investment attraction (FY2014)

Zrenjanin-led IMC:
Project 12. Establishing Agriculture Business Incubator
Project 13. Investment attraction (FY 2014)

Novi Pazar-led IMC:

Project 14. Increasing sales and exports of denim sector SMEs
Project 15. Increasing sales and exports of furniture sector SMEs
Project 16. Increasing sales and exports of footwear sector SMEs

(New project opportunity: Herbs and forest fruit products — TBD

Novi Sad-led IMC:

Project 17. Market expansion of Vojvodina Metal Cluster
Project 18. Investment attraction
Project 19. ICT Academy

Kraljevo-led IMC:
Project 20: Support to Impuls Center Kraljevo and Technology Park Cacak

Annex C Page 8 of 15



Indicator LOP target Sep2014 Sep2014

target status

5. Number of business friendly municipalities 17 17 15

Definition: Number of municipalities with NALED’s business friendly certificate at the end of the
project implementation, including the following:

(a) At least 17 participating local governments assisted in achieving business friendly standards
by the Project. This means that the Project provided technical assistance and the LG
successfully responded to at least one NALED’s recommendation, resulting in meeting at
least one additional BFC criterion.

(b) At least 17 local governments in Serbia are certified and/or re-certified after the Project
completion. Certification and re-certification attained through NALED's Business-Friendly
Certification program.

Status: 15 municipalities are business-friendly certified;

25 municipalities were assisted by the Project in BFC process; and
11 municipalities have been invited for re-certification.

Comments and Project’s contribution
The Project provides direct technical assistance for achieving BFC standards and FDI coaching to 25
partner municipalities.

6. Number of municipalities that have established or

Indicator LOP target Sep2014 Sep2014

target status

32 25 28

improved management practices.

Definition: The number of local governments that manage assets more sustainably, practice good
governance techniques and have integrated business-related service initiatives into IMC
development plans and projects.

In practice, any municipality that made at least three of the following improvements will be counted:

1)
2)
3)
4)

5)

improved asset management (if a local government replicated Uzice best-practices through
mentoring)

improved management and monitoring of public utility companies

inventory, prioritization and commercialization of brownfield investments

improvements made by municipalities in accordance with the BFC standards (if there is at least
one improved capacity, measured by the BFC criteria)

established/supported business related services/procedures (including agribusiness) (if a local
government supported the establishment of a mechanism that helps business sector to grow).

Status: By September 2014, a total of 28 local governments were assisted in their efforts to improve
at least three of the above listed management practices.

Comments and Project’s Contribution
An overview of the capacity building activities can be found in the Annex B of the report.
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Indicator LOP target Sep2014 Sep2014

target status
7. Number of PPPs created in the delivery of public services 7 5 5

Definition: A Public-Private Partnership (PPP) is a cooperative venture between the public and
private sectors that meets clearly defined public needs through an appropriate allocation of
responsibilities, resources, risks and rewards among the partners. A PPP must involve some
measurable private partner contribution to the cooperative venture in terms of cash contributions,
monetized in-kind contributions, and/or non-cash leverage.

Status: Two PPPs established in FY2014 / Five since the beginning of the Project.

Comments and Project’s Contribution

During FY2014, two partnerships have been created in Zrenjanin-led IMC. The Youth Horticulture
Incubator Programs are designed and being implemented with contributions and risk-sharing of the
Project (grant assistance for equipment, technical assistance), incubator tenants whose in-kind
contribution should be taken into account, and local governments of Kikinda and Novi Becej,
contributing with agriculture land and infrastructure.

The horticulture incubators were established with the Project support in May and June 2014 to help
unemployed young people begin cultivation of highly profitable vegetables. The Incubator Program
was designed to reduce the time and cost of establishing youth farm start-ups and to encourage
diversification of regional produce. Even though the IMC area has a well-developed agricultural
production, area producers concentrate on grains, which bring less revenue per hectare than
vegetable production.

Three months after the start of the Youth Horticulture Incubator Program, 16 young incubator
tenants in Kikinda and Novi Becej have successfully completed the first cultivation season in
greenhouses; produced 20 tons of vegetables and began to make their first sales.

In Novi Becej, four young farmers are already seeing increase in revenues from their sales of
tomatoes and peppers at the local markets. In Kikinda, 12 young incubator tenants harvested a total
of 11 tons of cornichon cucumbers, half of which was sold to a known buyer in Germany, the
"Mamminger Konserven” company, a food processor specialized in production of gherkins. Local
farmers’ association from Kikinda, ,Banatska Lenija", a mentoring organization for young incubator
tenants, helped them identify the most lucrative product with the highest market demand, and
organized buy-off of produced cucumbers.

If greenhouse vegetable producers remain competitive and prove reliable suppliers, they may build a
base of raw materials substantial enough to attract German and other potential food processing
investors.

Previously, three PPPs were reported: One between the Municipality of Beocin and LaFarge. In this
reporting period, the Project is able to report an additional two PPPs -- established within Youth
Development component.

A Guide for Developing Successful PPPs has been published by NALED in February 2014, with the
Project’s support. The Project is recognized by the Serbian Chamber of Commerce (SCC) as the key
technical partner for PPP-related issues in 2014. The Project provided assistance opening of the SCC
Center for PPPs and Investment Attraction; and organization of the National PPP Conference, both
planned for May 2014.
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Indicator LOP target Sep2014 Sep2014

target status

8. Number of youth with increased competitiveness in the

1,050 780 1,234
labor market

Definition: Young men and women, age 15 to 30, participating in one of the two Project supported
activities, aimed at increasing their competitiveness on the labor market:

(a) a minimum of 250 youth internships piloted and successfully implemented, where at

least 30% of targeted interns are involved in the IMC new criteria programs.

(b) a minimum of 800 youth program participants in Project-supported educational

programs.

Status: Since the beginning of the Project, a total of 782 youths participated in the Project-supported
educational programs, and 452 internships were implemented with the Project support.

During the reporting period, 282 youths successfully completed internships, and 25 participated in
educational programs only, which adds up to a total of 1,234 youths since the beginning of the
Project. These programs have increased youth competitiveness on the labor market.

Comments and the Project contribution

In FY2014, the Project provided grants to Cromer Group (Internship program resulted with 166
internships), and Vojvodina and Nis ICT Clusters (resulted with 69 internships).Previous results came
from activities supported by the Project grant fund to Smart Kolektiv and Group 484 in 2012 and
2013.

Indicator LOP target Sep2014 Sep2014

target status
9. Number of major infrastructure inter-municipal projects
assisted in the process of applying for the EU and GOS 5 3 6
financing.

Definition: A major infrastructure project is defined as "heavy investments, i.e. basic infrastructure,
water and waste water systems, solid waste management, or road infrastructure.” It also includes
business enabling infrastructure, such as brownfields, greenfields, power supply, and gas
infrastructure. The Project will provide technical support to at least five such projects on inter-
municipal level, in order to improve status of their technical preparedness and increase probability
of their financing.

Status: The Project’s assistance completed in six; another three projects are being supported by the
Project.

Comments and Project contribution

SLDP intervention completed:
- Project: Regional Waste Water Treatment South Morava River (Vranje IMC); Based on

technical documentation developed by SLDP, EU/ PROGRES purchased effluent meters.
Vranje constructed water effluents measurement station and started using the meters in
Vranjska Banja, while Presevo, Bujanovac, and Vladicin Han have not yet constructed
measurement stations. However, Vranje signed a contract with KfW (€15, 2 million euros) on
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the construction of a Waste Water Facility in November 2013. In order to ascertain the
necessary capacities of the Waste Water Facility, the Vranje Waterworks Company will use
equipment installed in cooperation with SLDP and the EU/PROGRES project. Based on the
contract already signed with KfW for the first phase of the project, Vranje will continue to
work on the second phase of the waste water treatment project. The project has been
recorded via the System of Long-listed Advanced Infrastructure Projects (SLAP) database.

- Project: Bypass road to the industrial zone Bunusevac, Vranje (Vranje IMC), geodetic survey
and cadaster topographic plan was developed by SLDP; the first part of SLDP intervention in
IZ Bunusevac is completed. The Project’s assistance contributed to the other activities
related to development of two IZs in Bunusevac, and Vranje. EU PROGRES Program funded
detailed regulation plans for this industrial zone where two major investors (Geox and Ditre
Italia) will build their facilities. The City of Vranje, with assistance from the Government of
Serbia, will invest in its infrastructure in accordance with the agreement signed with GEOX
shoe factory. The project has been entered into the SLAP database.

- Project: Recycling facilities on “Meteris” regional landfill, Vranje, (Vranje IMC), Regional plan
of solid waste management was developed by SLDP. The project has been entered into the
SLAP database.

- Project: Reconstruction of Water Supply System “Pusta Reka” Doljevac (Nis IMC). Feasibility
Study for Water Supply System was developed with the Project’s assistance. Based on the
Study, Municipality will submit project proposal to Serbian government to reconstruct the
regional water supply system Pusta Reka (project value based on the Study is approximately
8 million euros). The project has been entered into the SLAP database.

- Project: Infrastructure development Industrial zone Bunusevac, Vranje, (Vranje IMC) second
part of SLDP intervention in IZ Bunusevac is ongoing. Geotechnical investigations and study,
geodetic survey, and a technical analysis with preliminary cost estimate and detailed designs
for 1Z infrastructure were developed by SLDP until March 2014. Technical control of
documentation has been and completed delivered to the City of Vranje. The project has
been entered into the SLAP.

- Project: Agricultural Educational Center in Sombor (Subotica IMC); the Project supported the
preparation of the main design for adapting the Inter-municipal Agricultural Educational
Center in Sombor. Main design of reconstruction of Agricultural Training Center was
delivered during February 2014 and technical control of project documentation was finished
in March 2014. Agricultural Training Center reconstruction works were completed in the
period April — August 2014. Based on project documentation developed by SLDP, the
Agricultural Extension Service (funded by the Serbian Government) allocated approximately
$135,000 for reconstruction works. A Draft Annual Training Program of the Agricultural
Training Center is completed. The training center was opened in August 2014 with a first set
of three-day lectures delivered by University of Tennessee, Institute of Agriculture
professors

Ongoing:

- Project: New Industrial Zone in Temerin (Novi Sad IMC). Feasibility study and design for the
Service Road in the New Industrial Zone in Temerin. Geotechnical report and geodetic survey
are completed. Preliminary design and feasibility study is completed and submitted to the
Province of Vojvodina Revision Committee for technical control. Detailed design and design
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for temporary traffic signaling during the road construction will be developed in October.
The project will be entered into the SLAP database in November 2014.

- Project: New industrial zone in Beocin (Novi Sad IMC). The Project is supporting the
completion of (a) geotechnical report; (b) technical analysis with preliminary cost estimate;
and (c) detailed designs for all project components. Geotechnical report and technical
analysis with preliminary cost estimate were done in January 2014 and detailed designs are
completed. The project will be entered into the SLAP database in October 2014.

- Project: Industrial zone Cukarka, Presevo (Vranje IMC). Pre-feasibility study is drafted, and
draft study presented to the local government. Future development of this project depends
on the changes to the legal framework, including the state-level Law on Restitution of
Pastures and Rangelands to Villages. Having in mind that this is an obstacle for many local
governments (LGs) in Serbia, the Project is work in partnership with the SCTM on
improvements to the Law.

- Based on NCP economic development activities, the Project is continuing to support IMC
infrastructure projects. In 2013 the SLDP team identified those projects that could benefit
from SLDP assistance in accessing the EU or Government of Serbia (GOS) funding, either
through new NCP activities or jointly, with partners such as the European Partnership with
Municipalities (EU PROGRES). Where relevant the SLDP is coordinating with the Standing
Conference of Towns and Municipalities (SCTM) and EU/Municipal Infrastructural Support
Program (EU/MISP) to meet all requirements to enter SLDP-supported infrastructure
projects into the SLAP database. Such effort will ensure the projects in the SLAP database
are prioritized for EU or GOS funding It is relevant to know that the SLAP and ISDACON
databases are now in subordination, SLAP is the first step and ISDACON is the second step
for “Strategic Important Projects” for IPA funding. Based on prepared project
documentation and dependent on the maturity of the project, local partners could also
apply for Serbian state budget funding.

Indicator LOP target Sep2014 Sep2013

target status
10. Number of locally elected and appointed officials, CSO
members, media and the business community 1,750 1,500 2,467
Trained

Definition: Locally elected and appointed officials, members of CSOs, media and business
community participate in any project-sponsored training and/or have their skills/knowledge
improved through the technical assistance provided by the Project.

Status: 857 participants attended the Project’s training events (363 female participants) during the
reporting period. Since the beginning of Project implementation, total participation in Project-

sponsored trainings has been 2,467. Out of that number, 1,091 were female participants (44.2%).

Comments: The complete training database is available upon request.
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Indicator LOP target Sep2014 Sep2014

target status
11. Number of corporate social responsibility initiatives
supported

Definition: Number of CSR initiatives supported, demonstrating a sustainable mechanism(s) to
monitor and improve local business environment.

Corporate Social Responsibility (CSR) is a company’s sense of responsibility towards the community
and environment (both ecological and social) in which it operates. The goal of CSR is to embrace
responsibility for the company's actions and encourage a positive impact through its activities on the
environment, consumers, employees, communities, stakeholders and all other members of the
public sphere who may also be considered as stakeholders. Companies express this citizenship
through, for example (1) their waste and pollution education processes and (2) by contributing
educational and social programs.

Status: Two CSR initiatives completed in FY2013

Comments and Project’s contribution in FY2014

Within the assistance provided to four IMC areas for marketization of Brownfield sites and their
privatization, the Project will create mentorship links between successfully privatized companies and
those to be privatized in 2014 and 2015, within the same sectors of economy. This type of in-kind
contribution provided by mentoring companies (professional contacts, types and models of
privatization, mentorship) will present an innovative model of corporate social responsibility.

Indicator LOP target Sep2014 Sep2014

target status
12. Number of initiatives involving dialog between the public,

58 45 46
private and civil sectors

Definition: This indicator measures initiatives to dialogue with the public, including those not
oriented towards job creation. However, as this is an important indicator of LG transparency and
accountability the Project will continue to report and follow significant attempts to dialogue with the
public (conferences, public hearings etc.). There is a challenge in capturing all initiatives to dialogue
with the public, for example in-office visits are very hard to gather due to limited Project and LG
resources.

Status: 46 initiatives since the beginning of Project implementation.

Comments and Project’s Contribution
13 new initiatives are relevant for this reporting period:

1. NALED Fourth Annual PPP Summit, November 2013

2. Third Annual Summit of Mayors and Businessmen (New Economy, Business Info Group),
October 2013

3. New Economy 2014 (New Economy, Business Info Group), December 2013

4. Ozone: New Eco-friendly Alternative to Stone Washing, Public Presentation, Novi Pazar,
February 2014
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10.
11.

12.
13.

RDA Zlatibor Local Products Key for Improving Tourism Regional Value Chain, February 2014
Ten launch events announcing the On-The-Job Training Program in October and November
2013 in Subotica, Sombor, Novi Sad, Zrenjanin, Nis, Leskovac, Vranje, Cacak, Novi Pazar, and
Uzice, with representatives of the SME sector, municipal LED offices, National Employment
Service, local chambers of commerce and RDAs.

NAPOR — cross-sectorial (public, private, civil) dialogue on development of a tool for
recognition of young people's competences gained through non-formal education tailored to
meet employer’s needs for recruitment and harmonized with EU practices

BOS — model for cooperation of employers, local governments, and National Employment
Service with VET schools in a process of VET schools’ enrollment strategies planning — 3
(Prijepolje, Subotica, Vranje)

NICAT — ICT cluster Academy which curriculum is made according to private sector needs —
primarily taking into account cluster members needs and cooperation with academic
institutions in implementation of theoretical modules. Cluster member companies hosting
Academy attendees in internship part of the Academy curriculum.

VOICAT - the same as NICAT

Legal framework of factoring - presentation prepared with BEP Project for representatives of
businesses and local governments of Novi Pazar-led IMC area.

Three events organized with German Chamber of Commerce.

Initiative for changes of the Law on Planning and Construction involved representatives of
both private and public sectors.
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SUBOTICACITY
Population: 140,358
Unemployment: 23%

Economic Base: agriculture, food
processing industry, tertiary sector of
the economy, tourism

Ruling Coalition: SNS, SVM, SPS, SPO
Mayor: Jene Maglai

SOMBOR CITY
Population: 85,569
Unemployment: 26%

Economic Base: agriculture, food
processing industry, tourism

Ruling Coalition: SNS, SPO, SPS,
LSV,SDP
Mayor: Sasa Todorovic

KAN]JIZA MUNICIPALITY
Population: 24,995
Unemployment: 29%

Economic Base: agriculture

Ruling Coalition: SVM, DS, LSV
Mayor: Mihaly Nyilas

October 2014

Subotica-led Inter-Municipal Cooperation (IMC) Area

The IMC area was formed in November 201 1. This year the Sustainable Local Development
Project (the Project) began implementation of the following economic program:

‘“Subotica IMC Agribusiness Expansion”

Goal: Increase sales (export and domestic) of agricultural products from the Subotica IMC area by
10% by end of June 2015.

The Project and representatives of IMC partner municipalities, signed agreements for the joint
implementation of this program that aims to increase domestic sales and exports of agricultural
products, and generate new jobs. The Project will assist Subotica in equipping a laboratory that
will test food for quality-control, and as needed for export licenses. In Sombor, the Project will
support the establishment of a training center for farmers, while Kanjiza will be assisted with a
study on supply and demand for setting up a logistic and distribution center for agricultural
goods.

In addition, the Project will support producers through the application process for geographical
certificates of origin in order to better brand and market their regional produce. This economic
program will benefit agricultural producers and processors from the entire IMC area, increasing
regional competitiveness, enabling agribusiness expansion, and creating new jobs in the sector.

UP-TO-DATE PROJECT RESULTS

IMC area economic growth activities

e A draft study for protection of geographical indications of apples produced on
Subotica-Horgos sand was completed and approved by a working group comprised of
apple grower cooperatives and tree fruit extension experts

* Local Economic Development practitioners learned how to present local potentials and
attract Foreign Direct Investments

e To facilitate export of regional food products, laboratory equipment was purchased for
the Subotica Public Health Institute and staff trained to perform complex analysis of
pesticide residue and food quality

e Detailed designs delivered, reconstruction completed and
Education Center in Sombor opened

e Kanjiza was assisted to develop a public-private partnership (PPP) action plan for setting
up a logistic and distribution center for agricultural goods; and present it to investors;
PPP toolkits (for local infrastructure development, energy efficiency and parking
services) were prepared; a Guide for development of successful PPPs was published

e A comprehensive learning program enabled local economic development (LED) officials
to increase their knowledge and skills in managing LED and attracting investments

* Database of investors and brownfield locations was created in Sombor to advance
steps to Business Friendly Certification achievement; Sombor was awarded the BFC
certificate in 2012.

* At the ,,Business Enabling Environment — Brownfield* training LED practitioners learned
to evaluate potentials of brownfield locations, prioritize and redevelop these sites

* Carried out agricultural competitiveness analysis as tool for attracting food processing
investors. The analysis indicates which agricultural commodities IMC Area
municipalities have a competitive advantage for attracting FDI in and recommends how
to effectively target these areas for investments in food processing.

e Demand and supply analysis completed in support of agriculture producers and food
processors

e Eleven young interns employed within the Project-supported Youth Business Serbia
Program; two business start-up ideas received Erste bank’s favorable credit (lower
interest rate and no collateral)

IMC Area Agriculture
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NOVISAD CITY
Population: 381,388
Unemployment: 19%

Economic Base: tertiary sector of
the economy, processing industry

Ruling Coalition: SNS,SPS, DSS
Mayor: Milos Vucevic

SREMSKI KARLOVCI
MUNICIPALITY
Population: 8,839
Unemployment: 48%

Economic Base: agriculture,
tertiary sector of the economy

Ruling Coalition: DS, SPS, LSV,
SNS
Mayor: Milenko Filipovic

BEOCIN MUNICIPALITY
Population: 16,086
Unemployment: 34%

Economic Base: industry,
tourism, mining

Ruling Coalition: DS, SPS, LSV
Mayor: Bogdan Cvejic

TEMERIN MUNICIPALITY
Population: 28,275
Unemployment: 31%

Economic Base: industry,
craftsmanship, agriculture

Ruling Coalition: DS, SPS,

DSVM, DSS, SRS
Mayor: Andras Guston

October 2014

Novi Sad-led Inter-Municipal Cooperation (IMC) Area

The IMC area was formed in July 201 1. This year the Sustainable Local Development Project (the
Project) began implementation of the following economic program:

“Metro Novi Sad: First Place for Business”

Goal: Add 1,500 jobs to the IMC area as a result of activities set in motion by the Project by end of June
2015.

The IMC partners identified preparation of existing industrial zones in the area as a priority, and the
Project has initiated work on technical documentation and conceptual designs for the sites. In the
forthcoming period the Project will primarily focus on investment attraction for these sites. The IMC
area also has several attractive brownfield sites that are nonproductive, either due to delays in
privatization/bankruptcy process or simple lack of good plans for development. The sites will be
analyzed for economic potential and then included in a larger package of other similar sites from other
IMC areas to advocate for policy change at the central level.

The IMC area has many small and medium sized metal producers, with active foreign and local
markets, however in need of new products and increased operational efficiency. The Project will focus
on improving innovation in the sector by encouraging closer cooperation between science and
business communities. The Project will also support the development of much needed human
resources - |CT specialists and engineers, and on strengthening the linkage between ICT and other
sectors in Serbia, such as the metal sector. Both gaps will be addressed through technical assistance
and cooperation with the ICT Association, Vojvodina Metal Cluster and Regional Education Center in
Novi Sad.

UP-TO-DATE PROJECT RESULTS
IMC area economic growth activities

» The Project provided legal advice and support for establishment of partnership between
Lafarge and Beocin, to create a new business park on land owned by the municipality, to meet
the demand of new investors for adequate business space and generate new jobs in the region

» Created database of investors and brownfield locations in Beocin and Novi Sad in the process
of Business Friendly Certification — NALED; Novi Sad was awarded BFC certificate in June
2012

* Local Economic Development practitioners learned how to present local potentials and
attract Foreign Direct Investments

* International metal fabrication expert provided recommendations to Vojvodina Metal
Cluster(VMC) members on how to increase sales and reach new markets; purcahsed
customer relationship management (CRM) software that will allow VMC members to connect
with potential foreign buyers and decrease the time it takes process inquires from clients.

* ICT Cluster Academy was launched in Novi Sad to equip young and unemployed people with
the knowledge and skills required by IT sector employers

» A comprehensive learning program enabled local economic development (LED) officials to
increase their knowledge and skills in managing LED and attracting investments

« At the ,,Business Enabling Environment — Brownfield* training LED practitioners learned to
evaluate potentials of brownfield locations, prioritize and redevelop these sites

» Regional Development Agency for Eastern Serbia conducted a national analysis of available
non-financial services for SMEs and recommended how they can be standardized and
improved

* Architectural design prepared for the regional Educational Training Centre for Professional
and Working Skills in Novi Sad, to train graduates annually in skills in high business demand

» 25 young interns employed within the Project-supported Youth Business Serbia Program; two
business start-up ideas received Erste bank’s favorable credit (lower interest rate and no
collateral)

* As part of the Project's On-The-Job Training Program, 9 youths have been employed
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ZRENJANIN CITY
Population: 122,714
Unemployment: 22%

Economic Base: agriculture, food
processing, textile, metal and
chemical industry

Ruling Coalition: SNS, SPS
Mayor: Cedomir Janjic

KIKINDA MUNICIPALITY
Population: 59,329
Unemployment: 27%

Economic Base: agriculture, food
processing, metal and chemical
industry

Ruling Coalition: SNS, SPS, DSS,
SVM
Mayor: Pavle Markov

NOVI BECE) MUNICIPALITY
Population: 23,847
Unemployment: 40%

Economic Base: agriculture,
tourism

Ruling Coalition: LDP, SNS
Mayor: Sasa Sucurovic

October 2014

Zrenjanin-led Inter-Municipal Cooperation (IMC) Area

The IMC area was formed in December 201 |. This year the Sustainable Local Development
Project (the Project) began implementation of the following economic program:

“Diversification of Agriculture — New Jobs for Rural Youth”

Goal: To increase IMC area production of vegetables ultimately marketed to processors by 20% by
end of June 2015.

Even though it has a well-developed agricultural production and food processing industry,
IMC area concentrates on processing of grains, which brings less revenue per hectare than
vegetable production. The Project will work with existing and potential small producers to
help them adapt to production of new, high-value crops - vegetables, in order to create a
more diversified product portfolio, increase revenues and support establishment of new
agriculture businesses.

Complementing this effort, the Project will support the creation of agriculture incubators,
primarily aimed at young and unemployed farmers. These incubators will provide access to
land, equipment and infrastructure for farm start-ups. Existing agriculture associations and
cooperatives, as well as agricultural extension experts, will support new vegetable producers
through counseling and mentoring.

On the processing side, local government, with Project technical assistance, will focus on
attraction of domestic and foreign investors in the food processing industry. Additionally, the
Project will assist in establishing agricultural working zones in each partner municipality.

UP-TO-DATE PROJECT RESULTS

IMC area economic growth activities

* Assistance to RDA Banat in project preparation for EU funds resulted in funding of
225,000 euros approved for project “Education to Easier Employment — E3*

* 3| unemployed youth were trained in farm management and began vegetable production
in greenhouses; thus far over 20 tons sold

*  Local Economic Development practitioners learned how to present local potentials and
attract Foreign Direct Investments

* Carried out agricultural competitiveness analysis as tool for attracting food processing
investors. The analysis indicates which agricultural commodities IMC Area municipalities
have a competitive advantage for attracting FDI in and recommends how to effectively
target these areas for investments in food processing.

*  Zrenjanin was assisted to develop and present to investors a public-private partnership
(PPP) action plan for the modernization of the Rusanda spa center; a Guide for
development of successful PPPs was published; PPP toolkits for local infrastructure
development, energy efficiency and parking services were created

* A comprehensive learning program enabled local economic development (LED) officials
to increase their knowledge and skills in managing LED and attracting investments

e Database of investors and brownfield locations was created in Kikinda and Novi Becej,
to advance steps to Business Friendly Certification achievement

* 10 municipal representatives were trained to prepare Terms of Reference for
infrastructure projects

* At the ,,Business Enabling Environment — Brownfield* training LED practitioners learned
to evaluate potentials of brownfield locations, prioritize and redevelop these sites

* 18 youth service providers were trained in career guidance and counseling and started
providing services to youth in the Zrenjanin-led IMC area

* To curb unemployment, Youth office from Zrenjanin was assisted to publish a “Guide
for Future Students”
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KRALJEVO CITY
Population: 124,554
Unemployment : 34%

Economic Base: agriculture, trade,
processing industry

Ruling Coalition: SNS, SPS, NS, DSS and
GG 'Slozno za Kraljevo'
Mayor: Tomislav llic

CACAKCITY
Population: 114,809
Unemployment: 28%

Economic Base: agriculture, industry,
trade, tertiary sector of the economy

Ruling Coalition: NS, DSS, SNS, SPS,
URS
Mayor: Vojislav llic

GORNJI MILANOVAC
MUNICIPALITY
Population: 44,438
Unemployment: 23%

Economic Base: industry, mining,
manufacturing

Ruling Coalition: SPS, DS
Mayor: Milisav Mirkovic

VRNJACKA BANJA
MUNICIPALITY
Population: 27,332
Unemployment: 36%

Economic Base: tourism

Ruling Coalition: SNS, DSS, JS, URS
Mayor: Boban Djurovic

RASKA MUNICIPALITY
Population: 24,680
Unemployment: 42%

Economic Base: agriculture, tourism

Ruling Coalition: SPS, SNS
Mayor: Ignjat Rakitic

October 2014

| SERBIA

AID Sustainable Local Development Project

Kraljevo-led Inter-Municipal Cooperation (IMC) Area

The IMC area was formed in December 201 1. This year the Sustainable Local Development
Project (the Project) began implementation of the following economic program:

“Kraljevo IMC Competitiveness through Innovation”

Goal: To develop at least 50 innovations that lead to new SME sales in the marketplace by end of
June 201 5.

This IMC area has experience with promoting SME innovation through the IMPuls center of
the Kraljevo Faculty of Mechanical Engineering that helps SMEs design and develop new
products. The Project will support these efforts by further development of the relationship
between science and business to increase SME competitiveness. SMEs in the metal, textiles,
food processing and wood-processing sectors will be assisted to explore new markets and
identify product and operational gaps that prevent serving those new markets.

Key Project activities are focused on: |) Assistance to Technology Center in Cacak to
become operational and able to help SMEs innovate and become competitive; 2) Further
development of the IMPuls program - introduction of more sustainable and market-based
practices to maximize its positive effect on SMEs; and 3) Improving the national innovation
policy. In addition, the Project will assist small agricultural producers from the IMC area to
better supply the resorts of Kopaonik and Vrnjacka Banja by introducing innovation in crop
products and post-harvest technologies.

UP-TO-DATE PROJECT RESULTS
IMC area economic growth activities

e IMPuls multi-media laboratory equipped to support entrepreneurs from the region to
acquire new skills, improve knowledge, reduce production costs and apply innovation in
their production processes; IMPuls website developed with the Project assistance

e Study Tour to Czech Republic to introduce ImPuls Center staff to Czech experiences in

using 3D printing as a tool for innovation and business growth

* A comprehensive learning program enabled local economic development (LED) officials to
increase their knowledge and skills in managing LED and attracting investments

* Local Economic Development practitioners learned how to present local potentials and
attract Foreign Direct Investments

* Raska was assisted to develop and present to investors a public-private partnership (PPP)
action plan for construction of a recycling yard; PPP toolkits for local infrastructure
development, energy efficiency and parking services were created; a Guide for
development of successful PPPs was published

* An innovation study tour was organized for participants from business clusters and
science/technology centers, to learn of best practices in connecting academic and business
communities to enhance business innovation and expand the private sector; The analysis
of opportunities for linking R&D institutions with SME sector has been completed

* Created database of investors and brownfield locations in Kraljevo and Vrnjacka Banja to
advance steps to BFC achievement

* At the ,,Business Enabling Environment — Brownfield* training LED practitioners learned
to evaluate potentials of brownfield locations, prioritize and redevelop these sites

* Regional Strategy of Tourism development was completed

* Business plan with annual operational plan was developed for Technology Park in Cacak

* Eight young interns were employed within the Project-supported “Youth Business Serbia”
Program; two business start-up ideas received Erste bank’s favorable credit (lower
interest rate and no collateral)

* As part of the Project's On-The-Job Training Program, 30 youths have been employed
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UZICE CITY
Population: 78,018
Unemployment: 21%

Economic Base: metal and machine
industry, textile and wood processing
industry

Ruling Coalition: SNS, SPS, DSS, NS
Mayor: Sasa Milosevic

CAJETINA MUNICIPALITY
Population: 14,726
Unemployment: 16%

Economic Base: tourism, agriculture,
craftsmanship

Ruling Coalition: DSS
Mayor: Milan Stamatovic

NOVA VAROS MUNICIPALITY
Population: 16,758
Unemployment: 47%

Economic Base: tourism, agriculture

Ruling Coalition: SNS, DSS, GG "Novi
ljudi za Novu Varos," NS, SDPS
Mayor: Dimitrije Paunovic

PRIJEPOLJE MUNICIPALITY
Population: 36,713
Unemployment: 51%

Economic Base: textile and wood
processing industry, agriculture

Ruling Coalition: SDP, DS, SDA, SRS,
DSS
Mayor: Emir Hasimbegovic

PRIBOJ MUNICIPALITY
Population: 27,127
Unemployment: 50%

Economic Base: automotive industry,
agriculture, tourism

Ruling Coalition: SNS, DS, SPS, NS,
SPO
Mayor: Lazar Rvovic

October 2014

Uzice-led Inter-Municipal Cooperation (IMC) Area

The IMC area was formed in December 2011. This year the Sustainable Local
Development Project (the Project) began implementation of the following economic
program:

”Uzice IMC Regional Value Chain”

Goal: To increase purchases of IMC area products and services by the Anchor Tourism Industry
by 10% by end of June 201 5.

As the tourism industry has already been substantial and growing in the region of center
of Zlatibor and its neighboring tourist resort areas, the Project will focus on growing the
business of diverse SMEs and farmers in the IMC area, to be able to answer the tourism-
related demand. The guiding principle of this program is to use the solid tourism industry
of the northern municipalities to pull the private sector resources in the southern
municipalities to develop. Project assistance will concentrate on value chain development
within the dairy, fruit and vegetable, textile, furniture and services sectors.

Additional projects (development of university and investor-attractive land sites) will also
be pursued to increase regional competitiveness, increase investments and generate jobs
in the region.

UP-TO-DATE PROJECT RESULTS

IMC area economic growth activities

e Dairy sector analysis completed and recommendations provided on how to improve
dairy production in order to become more competitive in the regional market

e To help equip local youth with skills demanded by regional employers a study was
developed to guide the establishment of a University in Uzice

e Prijepolje and Nova Varo$ were assisted to develop and present to investors a public-
private partnership (PPP) action plan for the construction of a regional cold storage
and cogeneration biomass heating facility, respectively; PPP toolkits for local
infrastructure development, energy efficiency and parking services were developed;
published a Guide for development of successful PPPs

e A comprehensive learning program enabled local economic development (LED)
officials to increase their knowledge and skills in managing LED and attracting
investments

*  Local Economic Development professionals and the Zlatibor Regional Development
Agency (RDA) representatives learned how to present local potentials and attract
Foreign Direct Investments

e With the Project support, Zlatibor RDA completed a study to determine the
possibility of creating a supply chain of local products for the local tourism industry

e A Guide for building permitting was created and investor database updated in Nova
Varos municipality to advance steps to Business Friendly Certification achievement

e At the ,Business Enabling Environment — Brownfield“ training LED practitioners
learned to evaluate potentials of brownfield locations, prioritize and redevelop these
sites

e Eight youth teams awarded business start-up grants (€1,200 each) as part of Project-
supported CSO “Group 484 activities

*  As part of the Project's On-The-Job Training Program, 6 youths have been employed
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Inter-Municipal Cooperation
Area Partners

NOVIPAZARCITY
Population: 117,084
Unemployment: 53%

Economic Base: textile, road
construction, trade

Ruling Coalition: SDP, SNP, SNS,
DSS, NS
Mayor: Meho Mahmutovic

TUTIN MUNICIPALITY
Population: 36,054
Unemployment: 59%

Economic Base: furniture
production, trade, agriculture,
forestry

Ruling Coalition: SDA
Mayor: Semsudin Kucevic

SJENICA MUNICIPALITY
Population: 27,970
Unemployment: 47%

Economic Base: agriculture,
textile, food industry

Ruling Coalition: SDA, SDP, DS,

LDP, SPS, URS
Mayor: Hazbo Mujovic

October 2014

Novi Pazar-led Inter-Municipal Cooperation (IMC) Area

The IMC area was formed in July 2011. This year the Sustainable Local Development Project
(the Project) began implementation of the following economic program:

“Novi Pazar: Entrepreneurship that Sells”
Goal: To increase total exports of assisted sectors by 10% by end of June 2015.

The IMC area is traditionally well known for its commercial and entrepreneurial spirit. The
active sectors within the region are textiles, footwear, furniture and husbandry (dairy, meat),
consisting of small and medium-sized firms and farms. In order to expand, they need to improve
their competitiveness through reduction in operational costs, development of new products and
access to new markets.

The Project will apply a sector-wide approach to increase production efficiencies and improve
product portfolios. International business experts will be brought to assist in marketing, locating
demand and investment. Other technical assistance will be directed to supply-side flaws in the
IMC area, including a need for serious workforce development, linked to business needs.

UP-TO-DATE PROJECT RESULTS

IMC area economic growth activities

* A comprehensive learning program enabled local economic development (LED)
officials to increase their knowledge and skills in managing LED and attracting
investments

e Value Chain Analysis and a Marketing Plan was developed with recommendations
on how to improve dairy production and increase regional competitiveness

* Tutin was assisted to develop and present to investors a public-private partnership
(PPP) action plan for the construction of the Forest fruit and medicinal herb
collection, processing and sale center; a Guide for development of successful PPPs
was published; PPP toolkits were created for local infrastructure development,
energy efficiency and parking services

* Local Economic Development practitioners learned how to present local potentials
and attract Foreign Direct Investments

e Carried out agricultural competitiveness analysis as tool for attracting food
processing investors. The analysis indicates which agricultural commodities IMC
Area municipalities have a competitive advantage for attracting FDI in and
recommends how to effectively target these areas for investments in food
processing.

* At the ,Business Enabling Environment — Brownfield* training LED practitioners
learned to evaluate potentials of brownfield locations, prioritize and redevelop
these sites

* Project-supported study on regional biomass utilization was developed by SEDA
proving large potentials of the Sandzak region for the use of biomass and other
renewable energy sources as a tool for the overall regional development and
investment attraction

* Provided recomendations for expanding the denim sector and attracting investors;
trained local producers on topics ranging from the use of social media in marketing
to jean finishing techniques and environmentally friendly technologies; Denim and
shoe producers improved their production, assortment and marketing and
participated at "GDS,” “Tag it!” and “Bread and Butter” international shoe and
denim trade fairs; first of two denim quality control trainings held

* To support workforce development purchased 3D modeling software for Novi
Pazar Design and Textile Vocational School

* Four youth teams were awarded business start-up grants (€1,200 each) as part of
Project supported CSO “Group 484" activities
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Inter-Municipal Cooperation
Partners

NIS CITY
Population: 255,479
Unemployment: 36%

Economic Base: Electronic
industry, machine industry,
textile, agriculture, transport

Ruling Coalition: SNS, SPS, URS,
DsS
Mayor: Zoran Perisic

LESKOVACCITY
Population: 156,252
Unemployment: 43%

Economic Base: Chemical industry,
agriculture, food industry, textile,
wood processing industry

Ruling Coalition: SNS, SPS, DSS,
URS, SDPS
Mayor: Goran Cvetanovic

MEROSINA
MUNICIPALITY
Population: 14,812
Unemployment: 55%

Economic Base: Agriculture

Ruling Coalition: SNS, SPS
Mayor: Bojan Nesic

GADZIN HAN
MUNICIPALITY
Population: 10,464
Unemployment: 43%

Economic Base: Agriculture,
food industry

Ruling Coalition: SPS, JS, DS
Mayor: Sasa Djordjevic

DOLJEVAC MUNICIPALITY
Population: 19,561
Unemployment: 59%

Economic Base: Agriculture, food
processing industry

Ruling Coalition: GG ‘Goran
Ljubic’ part of URS
Mayor: Goran Ljubic

October 2014
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Nis-led Inter-Municipal Cooperation (IMC) Area

The IMC area was formed in July 201 |. This year the Sustainable Local Development Project (the
Project) began the implementation of the following economic program:

“Grow South”

Goal: To increase the Nis IMC’s dollar value of processed food products sold, by at least 15% by end of
June 2015.

The Project will focus on growing the IMC area food processing sector by expanding the markets
and increasing the capacities of existing processors, attracting new processors to the region, and
helping producers organize themselves efficiently to meet the demand of region’s processors. The
Project also performed an analysis of external demand for IMC area processed foods and supply
potential to meet regional demand. Following key results of the analysis, the Project is in process
of provision of expert’s support in assessing the needs and constrains and capacities for applying
sustainable model for Food processing support center operation. Project provided analysis of IMC
area investment potentials as a precondition for investment attraction activities and is currently
implementing FDI coaching program for advancing skills of LED professionals.

Summary of key Project activities include the following: a) Preparing a model for efficient
operation of the Food Processing Support Center (to be created by expanding the services of the
Department of Agriculture in Nis) and drafting model of cooperative agreements between food
producers-processors; b) Creation of an online portal with associated software/mobile
applications, for regional business network services outreach; c) Piloting project for realization of
cooperative agreements aimed at increased food processing and sales; and d) development of
marketing concept for promotion of regional investment potentials, preparation of promotional
tools and attracting specific investors, primarily related to food processing

Additionally, the USAID Project provided support ($43,000) for the development of the Feasibility
Study for a regional infrastructure project water supply system “Pusta reka”.

UP-TO-DATE PROJECT RESULTS

IMC area economic growth activities

Regulatory and administrative barriers to business growth in the IMC area analyzed by
NALED and 21 recommendations advanced for improvement; Expert assistance provided
to Merosina to implement recommendations

ICT Cluster Academy was launched in Nis, to equip young and unemployed people with the
knowledge and skills required by IT sector employers

A comprehensive learning program enabled local economic development (LED) officials to
increase their knowledge and skills in managing LED and attracting investments

Project expert assisted the establishment of Food Processing Support Center; finalized the
Center's organizational model concept, developed action plan and recommended services
for food processing client, service delivery channels and promotion tools

Carried out agricultural competitiveness analysis as tool for attracting food processing
investors. The analysis indicates which agricultural commodities IMC Area municipalities
have a competitive advantage for attracting FDI in and recommends how to effectively
target these areas for investments in food processing.

Nis and Doljevac were assisted to develop and present to investors a public-private
partnership (PPP) action plan for the construction of a Fruit production and education
center and a Pukovac distribution center, respectively; published a Guide for development
of successful PPPs; PPP toolkits on local infrastructure development, energy efficiency and
parking services completed

At the ,,Business Enabling Environment — Brownfield* training LED practitioners learned to
evaluate potentials of brownfield locations, prioritize and redevelop these sites; most
promising locations are selected to receive legal and technical assistance for brownfield
redevelopment

Twelve young interns employed within the Project-supported Youth Business Serbia

Program; three business start-up ideas received favorable credit (lower interest rate and no
collateral)

As part of the Project's On-The-Job Training Program, 16 youths have been employed
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Inter-Municipal
Cooperation Area Partners

VRANJE CITY
Population: 87,228
Unemployment: 29%

Economic Base: Textile, furniture
producing, leather and shoe
industry, machine industry

Ruling Coalition: SPS, SNS
Mayor: Zoran Antic

BUJANOVAC
MUNICIPALITY
Population: 43,302
Unemployment: 36%

Economic Base: Agriculture, food
processing, wood processing

Ruling Coalition: Democratic
Party Nagip Arifi, GG ‘Stojanca
Arsic,” DS

Mayor: Nagip Arifi

PRESEVO
MUNICIPALITY
Population: 34,904
Unemployment: 47%

Economic Base: Wood
processing industry

Ruling Coalition: DPA, DUA, GG
"’Demokratski preporod’
Mayor: Ragmi Mustafa

VLADICIN HAN
MUNICIPALITY
Population: 23,703

Unemployment: 52%

Economic Base: Fruit
processing,woodprocessing,
production of paper packaging

Ruling Coalition: SNS, SPS, DSS,

URS
Mayor: Goran Mladenovic

October 2014

Vranje-led Inter-Municipal Cooperation (IMC) Area

The IMC area was formed in June 2011. This year the Sustainable Local Development Project (the
Project) began the implementation of the following economic program:

“Invest on Corridor 10”

Goal: Create at least 1,500 new jobs in the IMC area through at least five new inflowing investments in green-
or brown-field sites by end of June 2015.

IMC area is characterized by high unemployment and a favorable geographic position (proximity to
important transport Corridor 10). Combined with a history of success in the shoe, textile and furniture
industries (particularly city of Vranje), investment attraction has emerged as the territory’s priority.

The Project will supply a full range of necessary technical assistance, including consulting on: a) Work
force development and alignment with investor needs; b) Assist in development and implementation of
Corridor 10 Investment Marketing Program; c) Industrial zone and brownfield development and d)
Technical assistance and training on best practices for managing industrial parks and zones.

Continuing the support for the development of the industrial zone “Bunusevac” in Vranje, the Project
will provide approx. $60,000 for the development of the main technical design for a transport road and
associated infrastructure within locations allocated to key investors — shoe and furniture manufacturers.

UP-TO-DATE RESULTS
IMC area economic growth activities

e Tailored technical assistance was provided, allowing Bujanovac to obtain land for a planned economic
faculty

e Detailed Infrastructure Development Designs, as well as Cadaster topographic plan for a new
regional industrial zone “Bunusevac” were delivered, enabling further development of the 1Z and
attracting new investors

e A comprehensive learning program enabled local economic development (LED) officials to increase
their knowledge and skills in managing LED and attracting investments

e Local Economic Development practitioners learned how to present local potentials and attract
Foreign Direct Investments

e Expert assistance and on-the-job training provided for preparation of cross-border cooperation
(CBC) projects (Bulgaria-Serbia); $235.000 of EU CBC funds was awarded for improvement of
competitiveness of regional furniture manufacturers

* |0-year Regional Waste Management Plan for the Pcinja region was developed

e Regional Wastewater Treatment System Along the South Morava River: The Project developed
technical documentation for the construction of waste water measuring points at sewer outfalls and
installment of effluent meters in each IMC municipality

e Completed and presented public-private partnerships (PPP) toolkits for local infrastructure
development, energy efficiency and parking services; In partnership with NALED, published a Guide
for development of successful PPPs

e At the ,,Business Enabling Environment — Brownfield* training LED practitioners learned to evaluate
potentials of brownfield locations, prioritize and redevelop these sites

e Shoe producers improved their production, assortment and marketing and participated at "GDS”
and “Tag It!” international shoe trade fairs

e Three youth teams awarded business start-up grants (€1,200 each) as part of the Project-supported

CSO “Group 484" activities
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COMMUNICATIONS REPORT

Summary:

In the reporting period, Project communications pabevents were organized to highlight US
government support for agriculture diversificationincreased sales and export, youth
entrepreneurship and employment, as well as invadtattraction and job generation. National and
local government representatives, alongside US Asdmor to Serbia and USAID/Serbia Mission
Director, took part in the events which receivegngicant media coverage. USAID branding and
visibility were ensured by prominent display of WUSAogo on all Project-produced materials and
through mention of USAID role/support in all medtatements. In May and September, the sixth and
seventh, redesigned and refreshed issues of thed®m®-newsletter “Info Buzz” were produced and
distributed to over 300 addresses of local and rivadonal Project partners, sharing Project
achievements, best practices and lessons learrd. Hitoject continued to have positive media
coverage of its activities with only 5 (out of 1i@87the reporting period) negative articles, in whic
one local government was blamed for failing to enpént properly a worthy Project-funded initiative.
The web sitevww.lokalnirazvoj.rsremained an important and up-to-date source ofj@tterelevant
information.

Public events

In May, within the Subotica-led IMC area economiogram, the US Ambassador to Serbia Michael
D. Kirby presented new equipment to the SubotichliPwHealth Institute’s food testing laboratory.
Speaking at the Project-organized ceremony, Amidasgdirby said,"With the results of the tests
performed in this laboratory, producers will be alib apply for export certificates, increase their
sales, and add jobs, contributing to the economamh of the entire region.’Mayor of Subotica,
local and regional media representatives attenge@vtent which highlighted US government support
for increased agricultural export and regional featkty.

In June, the Project organized the official lauraththe Youth Horticultural Incubators in the
Zrenjanin-led IMC Area. Serbian government Stater&ary of the Ministry of Youth and Sports
joined US Ambassador Kirby, Novi Becej Mayor as v Kikinda and Zrenjanin local government
officials, to mark the commencement of first yoatjribusinesses set up in 31 greenhouses provided
by the Project. National, regional and local mediwered the event and their numerous reports
emphasized US support for agriculture diversifmai@nd youth employment.

Also in June, in cooperation with SCTM, the Projecganized the ceremonial presentation of
certificates to 61 local officials from 22 partmaunicipalities throughout Serbia. These local denis
makers and representatives of Local Economic Deweémt (LED) Offices successfully finished the
distance learning program aimed to increase thekedge and skills in managing LED, attracting
domestic and foreign investments and creating joli&eir local communities. Once again, the US
Ambassador joined the Project team to share thesageson how USAID is supporting local
governments in Serbia to efficiently manage LED fioe benefit of their citizens. Deputy Prime
Minister and Minister for Public Administration amgcal Government Ms. Kori Udovicki, alongside
the Ambassador and SCTM President Zoran Perisio (&talso the Mayor of Nis), addressed the
guests and media and presented the certificateaamessful participants of the e-learning program.
News agencies and national Radio Television Serbigered the event and published/broadcasted
positive reports, giving due attention to USAID iatmce for making the LED-learning program
possible. This event also served as an opportufaty best practices to be shared among
representatives from different municipalities aM{Cl areas, on topics such as investment attraction,
support for the private sector development and hfigld revitalization.

In September, Ambassador Kirby visited the Regiofgticulture Education Center in Sombor

established with Project Assistanduring his visit, Ambassador Kirby invited farmefrom the
whole region to use the Center, gain new knowlealys practice what they learn. ttust that this
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Center... will help farmers increase their domestites and exports, and add jobs in the regjion
once again shared Ambassador Kirby a key Projedsage with the public. Sombor Mayor
Todorovic noted that the Regional Training Centas hlready justified its existence, as lectures and
presentations of relevant agricultural studieshaid almost every day on the premises. Regional and
local media covered the Ambassador’s visit to teat€r and its crop-testing fields.

Also in September, new USAID Mission Director, ajside Minister of Youth and Sports and
Assistant Minister of the Ministry of Public Admairation and Local Government, presented
certificates to thirty-one Youth Office and youtlivic society representatives. Graduates were
accredited following their completion of a trainipgogram provided by the National Association of
Youth Work Practitioners (NAPOR) and supported bg tProject. The USAID/Serbia Mission
Director Azza EI-Abd, said, addressing the graduidleis critical that qualified experts such as you
are available to help young people succeed in bewpmactive participants in their communities and
active contributors to the economic developmentthefir hometowns. Your efforts have better
prepared them for joining the workforce. Actiwgtisuch as these are critical to helping Serbia oedu
its high unemployment rate among youth”

The Project Newsletter

In May 2014, the Project published the sixth editid the e-newslettedrifo BuzZ and disseminated

it to 310 addresses of local partners (Serbianiaversf the newsletter titled “Budite u toku”) and 4
international stakeholders (English version), vilik goal to share information on best practices for
job creation and increasing regional competitivenes

Info Buzz#6 presented articles on: Project support foritighocal shoe producers with international
buyers; provision of modern food-testing equipmentSubotica Public Health Institute to enable
increased export; presentation of new environmigrfiaéndly denim finishing technique to achieve
market expansion; delivery of the main design @monstruction of the Agricultural Training Center
in Sombor, Project assistance to Leskovac for inguidnvestment climate and to Uzice-led IMC area
for linking local producers with regional tourismdustry demand. This issue of the InfoBuzz also
brought stories on how young people are assisteprdpare for jobs in the IT sector; how first
greenhouses were set up in Novi Becej to suppoitwdtyral diversification and stimulate youth
employment.

Additionally, and in order to generate more trafiicthe Project web site, tHafo Buzzpromoted
(made available for download) key documents postede Project’'s e-IMC Knowledge Center, such
as the Guide for identifying and implementing sssfel PPP projects and RDA Zlatibor's study
“Local products and regional tourism value chailmifo Buzz#6 also invited readers to visit the
Project Stories page on thavw.lokalnirazvoj.rsand find out how the Project activities are impagt
individual beneficiaries and businesses.

The seventh, summer edition of thafb BuzZ brought stories on how Project experts help Serbi
furniture producers link with large internationdiains; how technical documentation prepared by
SLDP ensures development of a regional industaaézn Vranje; and how Novi Pazar-led IMC Area
denim firms were connected with potential buyetrsal$o showed how a distance-learning program
improved local officials’ investment attraction aedonomic development skills and talked about
Project efforts to increase youth employment thhou@n-the-Job training program and Youth
Horticulture Incubators.

At the same time, the summer edition enabled reattekeep abreast of the changes in the new
Privatization and Bankruptcy laws and to downloatevant Project-produced materials, such as
presentations of economic potentials of four keyustries in the Sandzak region and a Guide for
youth with advice on how to find a job after intehip.
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Media relations

The Project shared its main communication messaghsll the stakeholders, giving due attention to
media outlets. In the reporting peridtB7 positive or neutral media reports media reportsvere
published/broadcasted/postéihere were also five negative media reports puétishin which the
Project support was mentioned. In all five repdftem three media sources, their published and
electronic versions) the same issue was coveredt: giate of greenhouses in Zrenjanin, set up within
the Youth Horticulture Incubator program. Due tce tErenjanin local government failure to
implement its part of contractual obligations retjag the Program, the greenhouses were left empty
and abandoned and poor smell coming out of thallagbns started to bother local population. All
reports mention the Project only by saying that UBAas funded this initiative intended to help lloca
youth start their own agribusiness. Journalistpheasize the responsibility of the Zrenjanin LG and
blame it for the situation. It should be noted tthetY outh Horticulture Incubator program , aside
from these few negative media reports focusing lem Zrenjanin issue, hagceived the most
(positive) media coverage in the reporting periodwith 50 articles/broadcasts/post®n successful
implementation of the program and first vegetalalkes made by youth in other Zrenjanin-led IMC
area municipalities, Novi Becej and Kikinda.

The Project’s web site

In May 2014, the Project web sitewvw.lokalnirazvoj.rswas redesigned, to give it a more modern
‘look and feel’ and make it more user-friendly. eTheed for a redesign became evident as the content
of the web site was growing, and after three yesanse the site was set up, was beginning to
overburden the existing site structure.

In this reporting period, we used our website sssftdly to share highlights of the Project actiti
(through the News page), to announce upcoming svi@slendar page), and to share knowledge
(through the e-IMC Knowledge Center and Projecti€topages). There are ndl60 documents
available to the Project's stakeholders (through the e-IM@oWledge Center) on the following
topics: Inter-municipal cooperation (9), Local Gowaent Administration (18), Youth Employment
(70), Public Participation (12) and Business Emaplnd Strengthening (51).

Overall,there were 8,318 visits to the Project web sifieom April 1% to September 302014. Out of
the overall visitor numbes,638 visits(65%) werdrom unique (first time) visitors.

From the overall number of visitors, 30% came diye¢by typing in the exact Project web site
address), while some 48% of visitors came to thejeer site by typing key words (i.e.
lokalnirazvoj/local development) in search engirm&gprox. 20% of visitors came to the Project site
from the referring sites (by initially visiting s@other site, and clicking on the Project-relaied |
there).
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The e-IMC Knowledge Center web palggp://www.lokalnirazvoj.rs/imc-knowledge-cententit(its

Serbian version), is among the most viewed pagdbleofveb site, with page views in the reporting
period similar to the visits to the Grants and Te¥sdpages. It is interesting to note that the page
“Project stories’http://lokalnirazvoj.rs/sr/projektne-pri%C4%8Mies Serbian version) is rising on the
list of frequently viewed content, most likely digethe promotion of this segment of the Project web

site in the latest edition of thénfo Buzz.

Highlights of communication activities planned forFY15 Q1

e Preparation of the autumn edition of the Projecewrsletteinfo Buzz
e Public event, national level: Conference “Privdi@maand LGs” (within NALED grant)

« Public event, regional level (south Serbia, Vranfesentation of best practices and a Model

of cooperation between VET schools and businesg#sr the BOS grant)
« Public event, regional level (south Serbia, Nigk IKCT Academy Graduation ceremony

* Public event, regional level (Vojvodina, Novi Sadpjvodina ICT Academy Graduation
ceremony
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A Stepping Stone to New Investments and Jobs

USAID assists local governments and
regions to add jobs by attracting new
investments and growing the private

sector

Photo: City of Vranje

“Without this detailed documentation construction
could not begin. These documents enable us to
finalize implementation of a strategically important
and long-term project for the economic development
of our community and region as a whole” said Vranje
Mayor Zoran Antic at the hand-over event.

The USAID Sustainable Local
Development Project helps
municipalities become more efficient
and pool their resources through inter-
municipal cooperation (IMC) aimed at
accelerating economic growth. Project
activities focus on adding jobs and
reducing unemployment. There are 8
IMC partnerships formed throughout
Serbia, serving 32 municipalities, with
over 2 million citizens.

Telling Our Story

U.S. Agency for International Development
Washington, DC 20523-1000
http://stories.usaid.gov

No documentation — no investments. As anyone in the business of
attracting new business in local communities will tell you: unless
you have all the paperwork ready — no public or private investor
will consider giving you the funds needed to grow the economy
and create new jobs. Well aware of this, Vranje, a mid-sized town
in the South of Serbia, turned to USAID for assistance in preparing
Detailed Infrastructure Development Designs for a new regional
industrial zone (1Z) "South”.

Known for its historical and cultural heritage, Vranje needed to
build on its industrial tradition, particularly in the shoe and furniture
industries, to attract new investments and generate new jobs. With
almost 30% unemployment, bringing in new businesses and
helping existing ones grow became a priority for the local
government.

During 2013 and 2014 USAID helped Vranje prepare all the
required technical documentation, including a geodetic survey and
a cadaster topographic plan, as well as designs for roads, a water
supply system, sewage system, rain drainage, electrical supply
system and telecommunication for the entire IZ “South”, covering
an area of 35 hectares.

"These documents allow us to place the development of 1Z “South”
on Government of Serbia and EU funding priority lists, and obtain
the funds necessary to equip and open the 1Z” said Vranje Mayor
Zoran Antic, at the hand-over ceremony. Foreign investors such as
Geox shoe company and Ditre ltalia furniture manufacturer have
already comitted to start/expand their existing operations in the
area and build new factories in the |Z, creating approximately
2,000 new jobs for the citizens of Vranje and neighbouring
municipalities.

The 1Z “South” is of strategic importance for this part of Serbia, as
it links to the Pan-European Corridor X highway and can attract
large investors, to benefit the entire region.

Thus far, with USAID assistance, five large infrastructure
development activities have been entered into a database for
priority funding. Necessary documentation was prepared, expert
guidance provided and small-scale equipment purchases made, to
ensure that each of these infrastructure projects is moved towards
their final stage, paving the way for new job generation in local
communities throughout Serbia.
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Youth Horticulture Startups Make First Sales

USAID assists local governments and
regions to add jobs by attracting new
investments and growing the private

sector
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“I wish more young people would start their own
agribusiness, to join forces and seek larger buyers at
both domestic and international markets!”, said
Dragana Marcicev, greenhouse tenant from Novi
Becej.

The USAID Sustainable Local
Development Project helps
municipalities become more efficient
and pool their resources through inter-
municipal cooperation (IMC) aimed at
accelerating economic growth. Project
activities focus on adding jobs and
reducing unemployment. There are 8
IMC partnerships formed throughout
Serbia, serving 32 municipalities, with
over 2 million citizens.

Telling Our Story

U.S. Agency for International Development
Washington, DC 20523-1000
http://stories.usaid.gov

Around 50 percent of Serbia’s youth is unemployed, yet only a
small number of young people are considering starting their own
business. Official statistics show that entrepreneurs are
contributing less than eight percent of the GDP, saying that
entrepreneurship in Serbia is yet to be developed. A lack of
knowledge, experience and resources are key reasons for youth
people not deciding to become their own bosses.

To help young people navigate through these uncharted waters,
create employment and ensure livelihood for themselves, USAID
started a Youth Horticulture Incubator Program. The Program
began in 2013 in the Vojvodina Province and was designed to
reduce the time and cost of establishing youth farm start-ups. The
Horticulture Incubators also encouraged diversification of
agriculture, to help small producers increase their profits. A
majority of farmers in the region concentrate on grains, which bring
less revenue per hectare than vegetables.

Within the Program, over 60 unemployed young people interested
in working in agriculture were trained in farm management and
cultivation of higher-value crops. The top trainees were offered
land, infrastructure, and mentorship support during two years, to
start their own agribusinesses in greenhouses.

“With the practical knowledge | gained in the incubator, and with
the money | earn from the sales of my produce, | will be able to
start and expand my own farm business, once the Program
concludes”, said Dragana Marcicev, a student of Agroeconomy
and one of the Incubator Program beneficiaries.

Only three months after the start of the Incubator, 16 young
tenants completed the first greenhouse cultivation season,
produced 20 tons of vegetables and earned their first sales. Some
young farmers sold their tomatoes and peppers at the local market,
while others exported cornichon cucumbers to a buyer in
Germany, a food processor specialized in gherkins. A local
farmers’ association that mentors young incubator tenants helped
them to identify the most lucrative product with the highest market
demand, and organized the purchase of cucumbers.

If greenhouse vegetable producers remain competitive and prove
to be reliable suppliers, they may even build a base of raw
materials substantial enough to attract potential food processing
investors in this part of Serbia.
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SERBIA

SUSTAINABLE LOCAL DEVELOPMENT PROJECT STTA DELIVERABLES APRIL 1-JUNE 30, 2014

EXPERTISE

COMP.

DELIVERABLE

DATES

CONSULTANT NAME

Social Marketing Consultant

1. Areport on past marketing efforts and recomraéinds for positioning Novi Pazar and the sectaebleon the study and interviews with businesses;
2. A concept for the blog and blog promotion recandations; and
3. A social marketing action plan to inform conaulfs future work.

05/28/14-06/30/14

Kseniya Sydorkina

Support a horticulture incubator
program in Zrenjanin IMC-led arga

(1) 1. Inspection/ monitoring report on the quatifithe greenhouse constructions during the manufaprocess. 2. Weekly or bi-weekly site inspectad
monitoring reports on the: a) preparatory land wdskgreenhouses installation works c) fulfillechditions for safe storage and disposal of cropgutidn chemica
3. Site inspection photos and participants’ signsbeets 4. Brief final report summarizing all gities, the purpose of the consultancy, progresseniasues and/ol
problems encountered, and expected follow-on dietsvi

i%4/14/14-06/20/14

Zoran Janjatovic

Market assessment of herbs and
forest fruits sub-sector - Herb and
Fruit Market Assessment Specialist

1. A brief memorandum on desk research and findjtadde of content for the market assessment st@dyower point presentation of preliminary assesg
findings; 3. A final trip report; 4.Written docuntgiof no more than thirty pages, on the subjechafket assessment of the supply and demand padtierttiee Novi
Pazar

03/10/14-05/05/14

Peter Furth

Metal Processing Consultant

1. A brief memorandum of no more than 10 pages totdhe desk research and preliminary ideas; [Ro% Sad metal sector assistance plan with specific
recommendations for Project-supported actions ateshientions to expand the market for metal pramssis the NS region; 3. A list of potential inmutppliers and
buyers appropriate for producers in NS. A listinficing resources for R&D projects and supporparation of at least one concept note

02/10/14-05/01/14

Alex Reut

Denim Sector Consultant -
Solutions for Market Expansion gf
the Denim Sector
Novi Pazar NCP

1. Prepare presentation of on-the-ground assesshémg ozone finishing operation in Turkey.

2. Deliver one-half day presentation on findingsoaone technique.

3. Design the parameters and particulars of MrnZorisit to Novi Pazar.

4. Follow up with interested factories regardingliementation of marketing plans

5. List interested companies in the big vendor/bulggabases (Panjiva and Tradegood)

6. A trip report at the end of the assignment, liggling meetings, progress and trouble spots,camtlusions and recommendations for steps to takeei future to
maximize positive impact on the competitivenestheffirms and on their success in growing theiness.

05/19/14 - 06/15/14

Margaret Bishop

Footwear Sector Consultant

1. The list of preselected contacted companieseteti8erbian exhibitors at the fair (key retailersnds and specialty boutiques); 2. List of congmfor B2B
meetings at the fair; 3. Detailed information ostoms, warehousing and sample transport procechaied)ing paperwork on duties and customs, handiiry
warehouse charges

01/13/14-06/30/14

Jordan Saliman

BFC Kraljevo, V. Banja and
Vojvodina

Action plan; providing tailor made permanent suppelated to meeting BFC criteria

06/01/13-06/30/14

Jovica Damnjanovic

Asset Management and Brownfig¢ld
Property Specialist

2

Questionnaire for USAID SLDP cities and municipa$ton existing challenges in property inventoryamgl management; Gap analysis that will informameti
decision makers (e.g., Ministry for Regional Deyefeent and Local Self-Government ) on main challsrigémplementation of the laws that regulate puplioperty

05/01/13-06/30/14

Dragana Markovic
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USAID | SERBIA

FROM THE AMERICAN PEOPLE

SUSTAINABLE LOCAL DEVELOPMENT PROJECT STTA DELIVERABLES JULY 1- SEPTEMBER 30, 2014

# EXPERTISE COMP. DELIVERABLE DATES CONSULTANT NAME

1. A draft of an outreach program that identifipedfic activities, markets, buyers, sales repriedimes and denim manufacturer participants, abasdbrief reasons gs
1 |Sale Specialist for Novi Pazar 1 |to why the Novi Pazar denim manufacturers areylipebspects for doing business with the buyerskeatarand sales representatives so identified; 07/01/14-09/30/14 Guy Carpenter
2. Data base of contact on potential wholesaledlgetailers, brands interested in CMT

[y

. Participate and facilitate orientation meetiefpbe the road show.
2 |FDI Road Show 1 |2. Participate and facilitate road show in Italy. 06/15/14-08/01/14 Dusan Kulka
3. Written reports on the entire assignment

1. Presentation and meetings with sector manufarstuegarding the desirability of working to sediine status of vendors to IKEA;

2. A set of recommendations for selected companib®vi Pazar and Vranje that agree to examingtssibility of sourcing for IKEA.

3 |Furniture Sector Consultant 1 (3. Creation of action plans; 05/01/14-08/15/14 Jeffery Baron
4. Contact with IKEA with the intent to bring anBA representative to Serbia;

5. Propose policy framework to support and promateral resource sales with added value

1. Report which includes systematized data on nttegislation, practical implications, existingtg of professional practice implementation ancbeoation of schoo
and companies in Novi Pazar
2. Case study report on current state of pragiealements being implemented

Expert for Vocational 3. Monitoring and evaluation plan
4 |Education and Training polic 3 4. Developed final model 02/01/14-09/30/14 Iskra Maksimovic
and program reforms 5. Developed mentors’ guidelines for the studesttiool mentors (including developed proceduressaedmpanying documents for the implementation ef th

proposed model)
6. Developed mentors’ guidelines for the studecshpanies’ mentors (including developed procedanesaccompanying documents for the implementatidheo
proposed model)
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