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|. Executive Summary

USAID isthe principa donor working in the loca government sector in the Republic of Serbia.
Since November 2001, USAID has been supporting the reform of Serbian locd government
through technical assstance to municipdities, policy reform and association development. The
primary vehicle for ddivery of this assstanceisthe Serbia Loca Government Reform Program
(SLGRP) implemented by Development Alternatives Inc. (DAI). SLGRP ‘simpact has been
widespread — reaching more than haf of al municipdities in the Republic; and comprehensve --
addressing awide range of loca government reform needs including financid management and
budgeting, communa service provison, citizen participation, public procurement, policy reform
and association devel opment.

SLGRP, combined with the Community Revitadization for Democratic Action (CRDA) program,
contributes to USAID/Serbid s Strategic Objective 2.1, Increased, Better-Informed Citizens
participation in Political and Economic Decison-Making. Together, CRDA and SLGRP are
amed at mobilizing and increasing citizens participation in bringing about improvementsin

locdl living conditions and by creating more effective, responsive and accountable loca
governmert.

In preparation for the development of a new five-year strategy, USAID/Serbiainvited a
USAID/Washington team to conduct an assessment of the local government sector in Serbia
The purpose of the assessment iss to make specific recommendations about whether USAID
should continue to support the local government sector in Serbiaand if so, whét type of loca
government assistance should beincluded. The assessment team conducted close to 200
interviews with municipd officias, citizen groups, republic government representatives, local
government associations and think tanks, USAID implementers and other donors between June
20 and July 10, 2004.

Findings

With 87 out of 161 municipdities participating, SLGRP is reaching 90 percent of the population
of Serbia. Out of dl of USAID’sloca governance programs operating in the Europe and Eurasia
region, SLGRP isreaching the largest number of municipalitiesrddive to country sze. SLGRP
is pervasve and itsimpact can be felt throughout the country. The sheer scale of the program is
an important factor in its success.

Just more than hafway through the life of the program, SLGRP has been well received by
participating municipdities and is resulting in red improvements in the way they do business.

The citizen participation component is particularly effective in providing grester opportunity for
citizen participation in the affairs of locad government as more and more Serbian municipdities
are incorporating citizen participation asregular practice. Especialy impressive were the Citizen
Assstance Centers that have been established to facilitate better customer service and have gone
along way in improving the imege of local government.  Often these citizen participation efforts



are done in conjunction with the CRDA program -- further enhancing the reationship between
citizen and loca government. The public procurement training was commended by participants
as being ingrumenta not just in increasing trangparency of the procurement process, but also
resulting in Sgnificant cost savings to the municipdity. And, despite longstanding and

entrenched problems in the structure and management of communa enterprises, the communal
enterprises training and associated technical assistance provided by SLGRP has led to improved
maintenance and collection. The communa enterprise component, like some of the other
SLGRP program aress, could have been more effective if the assstance had included the
provisonof smdl grants. Future loca government programming should include its own grant
fadlity.

Progress made towards greater empowerment of loca government through Republic-leve policy
reform has been disgppointing a best. While the inditutional development of the Standing
Conference of Towns and Municipdities has been outstanding, they have had limited impact in
securing the legidative framework that would give locd governments sufficient and exclusve
authority and adequate resources to solve loca problems and addressloca issues at the local
government level. Politica ingability (including frequent dections) a the republic leve is
certainly partly to blame, but more can be done to build coditions and push municipa
empowerment and decentralization into the public didogue.

The process of economic and politica trangtion in Serbiais placing new demands on loca
government, not least of which isthe ability to create more busness-friendly environments and
facilitating economic growth through strategic management of municipa resources and better
planning.  To meet the demands of a market economy, communities must take respongbility for
their own economic and socid well-being and local government plays a crucid rolein leading
this process. Businessimprovement districts (BIDS) and one-stop shops implemented through
SLGRP are an important step in that direction. But, it isin this critical area of Srategic planning
for locd economic development that USAID could do more.

Recommendations

The trangtion to a more democratic governance system in Serbia must include increased
empowerment and increased revenues to loca governments to permit the solution of loca
problems and achievement of loca priorities at the locd level. Effective democratic loca self-
governance aso implies responsive, transparent and accountable loca governments with
established mechanisms for citizen participation and service delivery acceptable to community
standards. Given the critical importance of democratic local governance to Serbia s economic
and politicd trangtion, and the fact that USAID has both atrack record and comparative
advantage in this sector relative to other donors, the assessment team strongly recommends
that USAID continueto support local gover nment strengthening in their next five-year

strategy.

The assessment includes a full discussion of recommendations aimed at improving and/or
furthering the impact of any follow-on loca government programming in Serbia. With aview
toward possible reduction in available budget funds, the team further refined its
recommendations to identify Six priority recommendations that would result in strengthened
locd government and should, a minimum, be included in the Missions new five-year Strategy.



1. Poalicy Reform — For the orderly, successful and sustainable development of more
democratic system of loca governance, it is essentid to have policy reform thet results
in alegd framework that includes return of municipa property, increased fiscd
decentralization and empowerment of loca government. This should include, among
other things, continued support to the Standing Conference of Towns and Municipalities
to improve their effectivenessin the policy arena.

2. Improved Local Management of Resour ces — Degpening and improving the skills of
municipa officias to manage and plan their resources (financia and property) will pave
the way for decentraization, return of municipa property and access to investment
capitd. Even without much progress towards fisca decentralization, loca governments
can ill improve their pogition and operations.

3. Consolidated L ocal Government Program — In the likelihood thet the overal
USAID/Serbia budget will be decreased, USAID should consider consolidation of
CRDA and SLGRP in afollow-on loca government program that takes advantage of the
strides madein local government and contains an expanded grant facility capable of
undertaking a modified continuation of CRDA-type activities.

4. Local Economic Development — This should include educating locd governments
about their role in economic development and support to the devel opment and
implementation of strategic economic development plans aimed at improving loca
business climates and promoting local economic growth.

5. Property Taxation — USAID should be positioned to provide loca governmentswith
technica assstance, training and systems required to mount an assessment based
property tax system. The implementation of such a system has huge potentia for
increasing the own source revenues of local governments.

6. Communal Services Enterprises— Thisshould include the ddlivery of technica
assistance, training and equipment grants to emphasize improved management and
maintenance of key municipa services such as water, sanitation and solid waste
management. As citizens see that their local governments can deliver services, they will
be better advocates for decentraization.

Organization of the Report

This report presents the findings and recommendations resulting from three weeks of fieldwork
and close to 200 interviews conducted in June and July, 2004. It conssts of the following
sections:

l. Executive Summary — Summarizes the findings and key recommendations;

Il. Background — Describes the purpose of the assessment and methodology;

1. Findings — Summarizes key findings

V. Recommendations — Describes a comprehensive set of recommendations based on
key findings

V. Priority Recommendations — Assuming shrinking resources, this section outlines Six
priority recommendations to guide future programming in loca government; and



VI. Other Donors — Summarizes activities of other donors active in the loca
government/municipal sector in Serbia
Annexes

[l. Background

In preparation for the development of its new five-year Strategy, USAID/Serbiais conducting
assessments of the key sectors and programs in which it has been working snce 2001. The
purposeisto determine if the misson should continue its efforts in these sectors and whether the
focus of its programs should be modified. The purpose of the Local Government Sector
Asesament isto examine and identify the key accomplishments and lessons of USAID’s Serbia
Locd Government Reform Program (SLGRP); identify what other donors are doing in the locd
government sector and recommend what, if anything, USAID should do in the local government
sector in the upcoming strategy period.

Started in November 2001, SLGRP is afive-year program designed to assst local governments
to improve municipa adminigtration, operations and planning and aso to increase transparency,
outreach to citizens and citizen participation. It dso provides technical and materia support to
assg the Standing Conference on Towns and Municipdities to become an effective,
representative municipa association that provides member services and engages the nationa
government on relevant legidative issues. 1n support of the previous Serbian Government’s
gated goa of decentrdization, the SLGRP provides technica assstance for fiscd
decentralization, seeking to assgn greater municipal ownership and “tax and spending” authority
to thelocd leve. Although thetota estimated amount of funding for this program has
fluctuated somewhat, USAID funding for this activity has cometo rest a about $29 million for
the five year period.

Participating municipdities receive extengve training and technica assstance from SLGRP
implementer DAL in the area of financid management and citizen participation techniques. Many
citiesaso receive hdp in rationdizing their municipa services, utility management, and
information management to help them become more efficient, responsve and accountable. In
some towns, the program is working to improve loca government customer focus and
respons veness, increase ditizen and civil society involvement and accessto loca government;
improve legd and financid sustainahility; increase loca government influence a the nationd
level; and increase trangparency and cogt effectiveness through improving municipa
procurement practices. Filot projectsinvolving the establishment of business improvement
digtricts (BIDs) and citizens assistance centers (CACs) have been implemented in asmall
number of municipdities. (See annex 1 for amore complete description of SLGRP program
components participating cities.)

SLGRPis currently working in 87 municipdities, including the 17 Belgrade metropolitan area
locd governments. Not al municipaities started at the same time, but rather were phased-in as
the program expanded. In year one (2002) there were 19 municipditiesin the program. In year
two (2003), 21 municipalities were added. In year three (2004), SL GRP expanded to an
additiona 47 municipditiesincluding 17 Begrade municipdities.



The Loca Government Assessment Team congsted of two members from USAID/Washington
(Ted Priftis, DCHA/DG and Faye Hasdkorn, EGAT/PR/UP) who carried out their task in Serbia
from June 20 to July 10, 2004. Combined, the team visited 12 municipalities throughout Serbia
where they conducted close to 200 fidd interviews with USAID partners, customers and
gtekeholders, including mayors, finance officers, procurement officers, information system
managers, communa enterprise managers, Business Improvement Didtrict (BID) association
members, other staff of municipaities and communa enterprises, citizen advisory board
members, MZ committees, CRDA Committees and CRDA NGO Staff.  In addition to getting a
good geographic sample from throughout the country, just over haf of the municipdities
interviewed had been with the program a solid two years since 2002, while the other
municipdities interviewed were new additions to the program (tarting in 2004). They dso met
with and interviewed representatives of key associations, think tanks, republican level
government officials and other donors working in the municipa or loca governance sector. In
addition to diciting feedback on what worked and didn’t work in SLGRP, the team also used the
interviews, and relevant documentation, to identify mgor issues and potentia opportunities for
local government reform in Serbia. A complete list of persons interviewed and documents
reviewed is provided in Annex 2 and 3.

[11. Findings

The SLGRPisahigh profile, very successful project which has 87 out of the 161 Serbian
municipalities participating and reaches in excess of 90% of the population. Dueto itsvery
broad coverage the Program is pervasive and its impact, which will only degpen over the
remaining two years of project implementation, can be fet throughout the country. The very
scale and content scope of the Program make it aforcein municipd affairs. SLGRPisdowly
but definitely influencing the way Serbian municipdities do business, and how they relae to, and
are perceived by their citizens. SLGRP s tandem relationship with the CRDA Program, has
placed municipa leadership in active participation with community groups in the shared funding
of community prioritized projects, where increasingly discretionary municipd budget funds are
being directed to support their citizen’s democratically expressed felt needs.

Public Policy Reform

Unfortunatdly, there has been a generd lack of forward movement in creeting the legidative
framework which would make possible the empowerment of loca governments, with sufficient
and exclusive authority and adequate resources to solve local problems and address local issues
at the local government level. Worse yet, there has been no systematic negotiation between
players at the Republic leve, representatives of locd government and key individuds from civil
society and the private sector to hammer out an agreement as to the degree of decentrdization
and loca authority to be established.

The return of municipa property requires condtitutiona change. The fundamentd nature of the
systemic changes to the governance system inherent in meaningful fiscal decentraization rule

out unilateral Republic level ad hoc adjustments as acceptable or effective moddities.  Current
operationd relations, which require local governments to bump certain approvals or actions up to
the Republic government level are characterized by delay, poor communication and an dmost
adversarid relationship.



The Team' sfindings lead us to conclude that this component of the Program has to this poirt,
not received the Strategic planning, atention or resources commensurate with its critical
importance to the trangtion of Serbiato amore democratic system of governance. Aswill be
discussed below, very significant progress has been made in rebuilding the Standing Conference
of Towns and Municipditiesinto amore truly membership type organization and amore
effective representative and advocate for loca government; but thisis not enough by haf given
the critica need for locd government policy reform in Serbia

Réationship with Republic Government

Municipd officers and citizens dlike gpoke of the difficulty they had in cooperating with the

central government. With so many locd level decisons still dependent on republic government
gpprova or action, thisis a huge barrier to getting things done. The numerous problems that
semmed from the lack of cooperation ranged from budget issues with the Ministry of Financeto
enforcement of service fee collection with the court. Operationdly, the Republic level

government was not considered to be agile, reasonably prompt nor service oriented when it came
to completing their portion of operations shared with municipa governments. Municipa
governments seemed to encounter the Republic government as distant, adversarid, and dow to

respond.

Association Development

The progress made in the ingtitutional development of the Standing Conference of Towns and
Municipdities is outstanding, and while in no way intending to subtract from the merit accruing
to the leadership and active membership of the Standing Conference for the metamorphosis, it is
safe to say that such progress would not have been possible without the support and technica
assigtance rendered by the USAID funded SLGRP and the professionas of the DAI team.

The Standing Conference has improved its operating structure to provide for a greater number of
now active standing committees which feed member thinking and suggestions for action to the
executive, has increased the number of active members, and increased the income from member
dues. The Standing Conference has dso grown more active and increased its effectiveness as an
advocate of the interests of local government. Relations with the Republic level of governmert
have been formalized, and their frequency increased.

In the course of the Team' sinterviews, mayors frequently expressed increased confidencein the
Standing Conference. The progress made has been substantia; but there is a considerable portion
of the race till to be run. Development of their legidative agenda till needs improvement; there
is4ill too much individud lobbying for individua municipa agendas by mayors with access,

this weakens the organization. The area of developing service for membersis dill embryonic

and requires significant study and strategic planning to identify those areas of member needs and
desires and the modality the organization should adopt to service them; i.e. you develop the
capacity to arrange for member training, you don't develop full time, in house training taff.

Regarding lobbying efforts, future program ass stance should move to provide guidance and
training into the organization and cultivation of coditions; in the present politica environment,
the Standing Conference by itsdlf is not going to engineer a politically negotiated,



comprehensive reform of the legidative framework defining a new reordering of the relaionship
between the Republic and locdl levels of government. DAI should provide not only informetion,
training and technique, but timely injection of short-term experts with the cdiber of expertise
required to perform at such levels.

Asther capability and profile has grown, the Standing Conference has been increasingly courted
by donors and donor agents. At times they have been the recipients of additiona assstance, at
times they have been “contracted” to provide services. While such activity has been good for the
Standing Conference budget, the Team would like to inject anote of caution. First, there should
be better communication and coordination among the donor community to avoid pulling the
Standing Conference in different directions and away from their principa focus, and secondly,
thereisthe danger of diverting a thin management team from the main tasks of the organization.

Citizen Participation

The assessment team found that SLGRP s citizen participation component was very effectivein
providing greater opportunities for citizen participation in the affairs of loca government. The
program’s assistance is making in-roads in improving customer focus and responsveness of
locd governmentsto ther citizens.  Citizen participation is one of SLGRP s largest components
in thet al 87 participating municipdities recelved assstance in this area, athough not dl
municipdities did the same thing. It should be noted that good cooperation with the CRDA
program was a0 identified as a contributing factor in the success of municipd citizen
participation efforts.

One congtant was public participation in the budget process where each municipality received or
isrecaiving training and technical support in carrying out a series of public budget hearings. It
was the team’ s observation that this assistance was being put to good use by the municipdities
InVranje, for example, during the visit of the assessment team, the municipaity wasin the
process of holding a series of 12 hearings in different communities of the municipdity. Most of
the municipdities interviewed found thet these public hearings were a good way to connect with
citizens and planned to continue the practice, even though it is not something that is required by
law.

The team felt that Citizen Assistance Centers (CACs) were one of the top accomplishments of
the SLGRP program and certainly one of the more observable features of improved customer
focus of the municipdities. The importance of the physical design of the CAC can not be
overstated — by removing the partitions, peep holes and other physica barriers between citizens
and municipa employees, municipdities are sending a message to citizens that they are open and
here to serve them. Another feature of the CAC is the importance placed on customer service
traning for the gaff of the CAC. Findly, computers and software alowed the municipaity to
more easily and quickly access information and respond to citizen requests much faster.
Whereas in the pad,, citizens would have to go to multiple offices to get what they needed, now
itsdl inoneplace. Inal of the cities the team vigted, municipd officids and dtizensdike
reported that the time that it took to get documents from the municipality was greetly reduced.
In some cities, they have been able to add one-stop permitting services (building permits,
licenses, etc.) to the CAC. To date, these centers have opened in about eight cities and SLGRP
intends to expand thisto atotal of 30 municipalities. If resources were available, the CACs are



an innovation well worth expanding to more cities; they vishbly embody the philosophy and the
practices USAID is seeking to ingtill among loca governments.

Under the citizen participation component, DAI isimplementing CityStat, amunicipd
management and accountability system designed to improve municipa leadership’s ability to
track and monitor performance of municipa service ddivery in two SLGRP cities. Theteam
found thet this sysem isworking well in the Serbian context by heping the municipdity fulfill
three very important functions. increasing trangparency, sending a message to citizens thet the
municipality cares and improving service ddlivery. Citizen complaints are entered into a
database and linked to a geographic information system that shows the area where the problem is
occurring. The software alows managers to track the response time to the complaint and a
means for monitoring the performance of their commund enterprises. A team member saw the
system up and running and used by the Indjij municipa adminigtration, and under development
in Kragujevac. Theteam found that CityStat can be a very effective management tool and has
good potentid for replication in other cities.

The team visited severd Business Improvement Didricts (BIDS) and met with the businesses
and municipd officiasinvolved. The team found that the BIDS are a good way to get the
private sector involved in improving the loca business environment. By implementing a sdf-
imposed additiond tax, the businesses in the BID zones are partnering with the municipdity to
make infrastructure and other improvements.  This has given the participating busnesses a
decisiverolein how ther tax money is spent and is making BID zones avibrant area of the city.
Dependence on the republic leve for tax collection has complicated the BID zone concept
somewhat, but does not preclude it from being aworkable modd in Serbia. Asthisisdill very
new for Serbia, there have been anumber of legd and organizationa issues that need to be
resolved in terms of the status of the BID associations. DAI isworking on amode ordinance for
the BID zones that should make it easier for municipdities to implement. Asan incentive for the
establishment of the BID, CRDA has provided matching grants. While thiswas extremely
important, the team felt that the development of the BID zones would move more smoothly and
efficiently if the SLGRP could make these funds available as needed viaa grant mechaniam
interna to the program and thus avoid the need to inject a different process and different saff
into the process.

Overdl, the team fdt that there were many good examples of collaboration between citizens and
municipaities. Loca governments are more open and trangparent and citizens are playing an
activerole in improving services and their communities. The trust and rdaionship building
between municipdity and citizens that SLGRP and CRDA has created is an important
foundation, but little been done to give citizens more influence over municipa decison-making.
The BIDs are moving in that direction, but more could be done to degpen citizen participation.

Relationship of the SLGRP to the CRDA program

The Serbian Local Government Reform Program, SLGRP, and the Community Revitdization
through Democratic Action, CRDA, are mgjor Mission projects designed and conceived to be
complementary and be implemented in tandem. The SLGRP is primarily operating in
municipalities, with the exception of the Belgrade municipdities, where the CRDA Program is
active. CRDA isacivil society program, employing community development activities, which



funds projects selected by the community ranging from municipd infrastructure improvement
and rehabilitation, to environmental protection, economic development and income generation
and civic participation. SLGRP supports the municipdities through training and technica
assstance to improve municipa administration, operations, embrace trangparency and increase
outreach to citizens and citizen participation. SLGRP a0 assists the Standing Conference
improve its capacity to advocate on behaf of loca government and provide servicesto its
members.

The points of operationa interface between the two programs are many, varied and would appear
to be growing. However, there are two main lines of activity generating the operationd interface
and collaboration.

From the CRDA direction, the municipdity isintringcaly involved in community projects, the
leve of intengty ranging from CRDA contact with the municipaity when commencing the
project, to municpdity involvement semming from community projects involving rehabilitation
or improvement of municipa infrastructure, and increasingly, as communities petition
municipalities to contribute funding support to selected projects. This process tiesin with, and is
but an extenson of the essentia objectives of budget hearings and increasing citizen
participation. The second mgjor source of interface arises when CRDA and SLGRP collaborate
on the redization of projects whose initid impetus comes from activities initiated from the
SLGRP sde of the tandem operation. Some examples of these are ass stance with setting up of
Citizen Assstance Centers, Business Improvement Didtricts, and provision of trash receptacles
to communa solid waste enterprises as part of larger effortsto improve their service ddivery.

From interviews with key CRDA and SLGRP leadership, persondly and professondly the
collaboration is amicable and essentidly effective. However, it is clear that the SLGRP could
operate more efficiently, plan more effectively, and generdly significantly enhance the results
achieved from alarger spectrum of their varied interventionsiif they had project grant funds at
their dispogition.

From the perspective of CRDA operations, the need to direct CRDA funding in support of
certain SLGRP derived or generated activities cannot avoid inflicting strains on the functioning
of the community driven project sdection process -- which is basic to CRDA’s modus
operandi.

Financial M anagement and Budgeting

The mayors and their repective Finance Directors were uniform in their praise for the quality of
the training received and its usefulnessin adjusting to changed requirements and/or responding
to Ministry of Finance reporting requirements. Finance Directors were uniform in citing their
reliance on SLGRP workshops to keep them gpprised of changesin legidation and training in
making the needed adjustments. Most important, the technical assstance and the training
resulted in the adoption and ingtitutiondization by the municipdities of improved budget
development and/or control techniques. The software packages provided by the Program were
generdly used by the municipdities, with exceptions being in Presevo, where the municipdity
harbors doubts about Republic level government acceptance and Nis, where some adjustmentsin
the software are required prior to its being put to use. The Program aso developed and



digtributed to municipdlities a desktop nationd finance and budget reference guide, complete
with modd budget templates.

Based on extensive interviews with mayors, finance directors and managers of communa service
enterprises, it is clear that with minor exceptions at best, municipdities do not do strategic
planning, till have not reached the point of sophistication where the budget is a strategic
planning document, and resource dlocations of discretionary monies are not based on priority
Setting reflecting strategic choices. These are fundamenta practices for loca government; future
assistance should address these shortcomings.

Communal Enterprise Management

Starting with the Milosivic era.and continuing to the present, funds for infrastructure
improvement and expansion have been extremey tight to nonexigtent for municipdities.
Budgetary congraints and other priorities have equaly crippled the Republic government’s
cgpacity to fund infrastructure investments a anything but anomina level. Equipment has been
aging and infrastructure networks in the water/sewer sector are severdly stressed and currently
exhibit heavy losses throughout the digtribution syssem. Most municipaities are not currently
credit worthy, which further clouds a bleak borrowing picture created by republic leve Srictures
which limit municipal borrowing to no more than 25% of the previous year’ s budget. Except for
the very largest municipdities/cities, thiswould effectively dictate piecemea execution of
infrastructure improvements, severely congtraining strategic execution and most probably
resulting in increased costs.

The SLGRP work with communal service enterprises, focusing on solid waste management and
water/sawer service, has operated on the knowledge that the existing Situation with communal
service enterprises at Program initiation was exacerbated by weak management systems, poor
execution of routine preventive maintenance regimes, and adminigtrative sysems thet failed to
effectively execute the meter reading, billing, collection functions. This|latter Stuation,
consdering that the rate structure does not produce full cost recovery to begin with, has serious
CONSequUENCES.

Under SLGRP, the communal enterprises of participating municipalities benefit from 2 year
training programs re-enforced with hands-on technica assstance. Even within the limitations
cited above, improved maintenance regimes have led to fewer problems, and work with
adminigrative sections has led to improved collections with its attendant benefits. SLGRP
operations to date with communa enterprises have substantiated the program design premise that
even within the current environment, worthwhile improvements can be made viaimproved
management, technical and adminidrative sysems. SLGRP work with commund services
enterprises, notwithstanding sautary instances of CRDA support mentioned below regarding
receipt of trash receptacles and a new garbage truck, point to the need for any future local
government follow-on project to possess a grant funding component which would provide the
flexibility to stimulate directiond modifications of communa enterprise practices or operations
by facilitating modest but frequently critical smal equipment purchases, e.g. pumps, renta of
leak detection equipment, etc. Any loca government program implementation isimmeasurably
improved by being able to contral the timing and specifics of inputs. Being subject/dependent

10



for important in-puts on an ongoing bass to the procedures, timing congtraints, and trigger
mechanisms of a separate program is aheavy constraint on operations.

In Kragujevac, a Team member met with the Citizens Advisory Board, formed as aresult of
SLGRP programming. This particular CAB was made up of members representing citizens,
media and the communa enterprises and was dedicating efforts to communicating with citizens
via public service announcements, attempting to promote conservation of water, and improve
citizen behavior regarding “wildcat” dumping of garbage. These CAB efforts and the larger
communa enterprise program further benefited from successful interface between the SLGRP
and the CRDA programs in the form of Kragujevac receiving a new garbage truck and a number
of new garbage binsfor public placement to further discourage random tossing of garbage by
citizensleading to the build up in “wildcat” dumps. Uzice municipaity has aso benefited
amilarly. This particular CAB in Kragujevac festured a very smooth working reaionship
between concerned citizen volunteers, media and top staff of the consumer enterprises.

Municipalities and Economic Development

Economic Development was atop priority of Serbian Mayorsin a 2004 DAI survey. Inthat
survey, 75 percent of current SLGRP participants said that economic devel opment was their top
priority for future assstance. This need was further identified by the assessment team in city
after city. In addition to the generaly depressed economy, many Serbian cities are facing
restructuring, privatization and/or closure of indugtry that isdmost certainly goingtoend up in
joblosses. Municipdities play little to no role in the disposition of these companies, but when
the whole process plays out, they are beneficiary to the proceeds of privatization (5 % net -- but
that will likely change). Mayors no doubt fed the need to confront the weak economy, but many
if not mogt, are uncertain asto their role.

When you ask a Serbian mayor about his economic development plan, heislikely to present you
with alist of loca companies that need an investor. Most mayors haven't taken action to creste a
favorable environment for businessin their municipdity, to establish their municipdity as
“budnessfriendly”. Few municipdities have aredidtic srategy; fewer ill have gone through

the process of mobilizing their community’ s leadership, forming some type of economic
development board or committee, going through arigorous analysis of strengths, weaknesses,
and developing a strategy for protecting existing jobs and businesses and attracting or asssting
new ones to grow. The return of municipa property by the nationa government would spur
effortsin this direction by providing municipdities with certain assets from that mix that could

be used to stimulate economic activity and cregte jobs; i.e. via public-private partnerships or
concessions to develop certain activities, land for resdentiad development with itsimplications
for congtruction jobs and suppliers, etc. Some cities, with assstance from SLGRP are beginning
to take such actions: the BID zones are an excellent example, as are the one-stop-
shops/permitting centers that reduce the time required for registration of small businesses.

Whilethisis not put forward as asiver bullet for economic development, municipdities
definitely have arole to play; unfortunately, to date this potentid is ill largely latent. A follow-
on loca government program should catalyze loca government potentia for job creation and
fostering local economic growth.
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Public Procurement

The adoption of new public procurement legidation faced municipalities with the need to
implement the new procedures and train staff to that end. The SLGRP moved swiftly and with
great effectivenessto assst municipadlitiesto fill that gap. Training modules were prepared and a
series of workshops ddivered which took municipdity staff step by step, in redl detail, through
the various stages of implementation to the delight of the participants. Uniformly, procurement
department professonds, with agreat sense of rdief, sang the praises of the SLGRP regarding
assgance in preparing them to conduct procurement for the municipdity under the new
legidation.

The municipdities are finding that they are saving money with the new open bidding procedures.
The law clearly promotes grester trangparency, fairness and cost saving. Over time one could
hope that the anti-corruption characteristics of the new procedures would improve the image of
government before their citizens. One suggestion offered by at least two municipdities, Nisand
Smederevo, was that training effectiveness would be increased if municipalities were grouped
according to their sze and sophigtication for training.

The reaction of municipa staff clearly demondrated that in this ingtance, certainly, the locd
government program was addressing a felt need and priority of the professiona staff at the
municipdities.

Information Technology.

The information technology component that has been employed by SLGRP is fundamenta to the
redlization of other Program components. The implementation of the IT component has featured
the provison of equipment, software and related training to ensure its proper utilization and its
injection at specific pointsin Municipa operations where the Program was working to affect
change. Frequently criticd to the efficient utilization of the equipment, and future expansion of
the network, the Program has aso funded, the required new wiring framework in the municipa
buildings. The T component has been instrumenta in mounting improvements such as
connecting of MZsto the Citizen Assstance Centers, and specid advancesin Municipa
operations such as the mounting of the “city-gtat” sysem in Indjija. Perhaps more than anything
else, the strong IT component of the SLGRP has speeded up and facilitated municipdity entry to
the world of modern municipd managementt.

Municipal Human Resour ce Capacity

The vidts and multiple interviews conducted by the Team a the municipdlities produced afew
firm impressions concerning the Stuation regarding human resources. A high percentage of the
mayors appeared to be solid, capable professionds, who want increased empowerment of
municipditiesin order to have greater scope to address locd issues at the locd leve, and who
are growing increasingly comfortable with more transparent operations. These mayors are
characteridtically asssted by a smdl, tight cadre of dedicated, hardworking, capable
professonds. From this group the capacity of generd municipa staff appearsto fal off sharply.

Many of the SLGRP training and technical assistance efforts are directly reaching this latter
group and dowly increasing skill levels around discreet task areas and working to inform their
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performance regarding the changed nature of loca government-citizen relaions; the shift to
service provison, and civil servant.

Municipal Capacity in Southern Serbiais Weak

All municipditiesare not equa. For many years Southern Serbia did not receive the resources
and investment that occurred in other parts of the country. Thisis dso reflected in the municipa
structures.  In particular, the team did pick up a difference in atitudes and receptivity to new
practices in Southern Serbian municipaities -- for ingance in budgeting or in the management of
communa enterprises. Some of the managers of municipa departments that we met in the South
seemed more hesitant to do anything that wasn't an explicit directive from the republic
government. On the other hand, it seemed to the team that municipdities in northern Serbia
were more interested in pushing the envelope.  This does have program implications in that
SLGRP may need to do more to bring the southern municipdities up to the leve of the
counterpartsin the North such as more exchanges between southern and northern municipdities.

V. Recommendations

The trangtion to a more democratic governance system in Serbia must include increased
empowerment and increased revenues to loca governments to permit the solution of loca
problems and achievement of loca priorities a the local level. Effective democretic locd sef-
governance dso requiresimplies the functioning of responsive, transparent and accountable loca
governments which include established mechanismsfor citizen participation and ddliver services
to acceptable community standards. Municipditiesin Serbiaare till quite short of that god. The
current SLGRP to date has been quite successful in improving the operating performance of a
ggnificant proportion of Serbian municipaities and favorably atering their perceptions of the
loca government-citizen paradigm, while encountering only very limited success in improving

the legidative framework for loca governments. USAID’ s comparative advantage in this sector,
the sector’ s Significance to the achievement of the Mission’s objectives, and the impressive
beginning and achievements of the SL GRP to date while acknowledging that much remainsto be
done, argue for follow-on programming.

To get the most out of future programming in theloca government sector, the assessment team
recommends the following:

1. Policy Reform

Both during the remaining period of the SLGRP and throughout the duration of a follow-on loca
government program, the effort, quality and range of in-puts directed to affecting the process (it
is not an event) of reform and improvement of the lega framework for locad government
operations should be sgnificantly increased. Whileiit is perfectly clear that no amount of effort
by aUSAID locd government contractor by itself ensures framework reform, it isequaly clear
that essentidly limiting project efforts at policy reform to capacitating the Standing Conference
to lobby, is, in the present Serbian political context and for the foreseeable future, woefully
inadequate to the task. The Program’s (and a follow-on program’s) professonds, working in
close collaboration with the Standing Conference to the maximum extent possible, must identify
and cultivate for action and support, those potential and willing champions of loca government
reform; and here we are to referring to individuas whose beliefs regarding the governance
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dructure of the country run deeper than the equivaent periodic ceremonid public support of
virtue, motherhood, etc. In addition, explore the receptivity to the establishment of a Task Force
for Loca Government Reform, involving abroad array of key players, alathe highly successful
activity in Albania Successful fisca decentralization will not result from a series of ad hoc
national government actions, but rather, depends upon awell articulated strategy which reflects
inputs from the full range of stakeholders and represents a political understanding regarding the
definition of agreed upon long-term objectives. Bring in short term consultants of a caliber
meatching the degree of difficulty and criticdity of the undertaking to develop and assist the
Standing Conference in the implementation of a strategy to promote public support for loca
government empowerment, and also identify potentia codlition partners, in addition to the most
obvious which are the citizens themsdlves, and move towards effectuating and activating these
potential coditions for reform. Make strategic use of conferences on the problems constraining
loca government’ s ability to improve service-deivery, featuring solid media coverage, to
elevate the discussion to the leve of regiona or nationa debate.

2. Standing Conference

The inditution building effort being undertaken with the Standing Conference of Towns and
Municipalities should be continued and deegpened in order to bring them to the level where they
can routindy and effectively carryout the advocacy and member service functions incumbent on
them a an acceptable level. The Standing Conference is an important piece in the USAID
drategy for the direction in which locad government should evolve and the Team fed's strongly
that as such it should remain an active partner and recipient of USAID assstance & least until
such time as the policy reform agenda starts to move and clarify. At aminimum, afollow-on
program should:

Deepen progress aready achieved in having the Standing Conference operate as atrue
membership organization; strengthening membership voice through effective committee
work; and sgnificantly improved feedback communication with members on
organizetion activities;

Refine the process of development and adoption of alegidative agendato ensure
maximum support by the membership; increase the degree to which the Standing
Conference’ s lobbying efforts are proactive and not primarily triggered in response to the
latest moves by the Republic government.

Develop the capacity within the Conference to secure or arrange for an increasingly
wider range of possible services for members, rather than the Conference developing in-
house cgpability in any one area at greatly increased cost to themsdlves,

Assig the Standing Conference to develop a system of peer training; eg. arrange a
workshop where mayors who have successfully mounted “city stat” operations with
SPLRG assistance would share with their peers the details, benefits, costs, etc. of such
cutting edge undertakings,

Provide technical assistance in the organization and use of codlitions, whose absence to
this point has been painfully obvious and very costly, to enhance the possibilities of
successful lobbying efforts; i.e. given the power implications and change in the
governance paradigm which movement aong the decentralization continuum represents,
the chances for success are greatly enhanced if the Standing Conference is not aone, but
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rather has other congtituencies acting with it as it lobbies the Republic government for
empowerment;

Assg the Standing Conference to develop and execute a program of educating the
citizens of municipdities, cities and towns a large to the need for empowerment of locd
governments and the citizen's stake in such reforms.

3. Grant Component

Any follow-on program of assstance to local governments should have a grant component. The
current SLGRP is clearly handicapped by its absence; this notwithstanding the gdlant efforts of
the severa CRDA implementers to seek ways to occasionally make possible collaboration and
funding support for what are essentialy integra components of the SLGRP program. The
current arrangement congtrains and hamstrings the SLGRP and distorts the community priority
setting process, which drives CRDA. To be most effective, local government programs need
grant funds to sdectively move to demongtrations, to discrete cataytic expenditures, to provide
the carrot for greater commitment, etc. The current arrangement is not agood alternative.

4. Communal Service Enterprises

Technical Assistance to communa service enterprises as provided by the SLGRP has, on the
whole, been well received and has begun to produce modified and improved performance.

Given the fundamenta role of commund enterprisesin the loca governance equation, the Team
strongly recommends that the new USAID/Serbia strategy contain a component, re-enforced by a
grant-making eement, which provides for degpening the work begun to improve their
management and performance. Based on the full spectrum of their Serbiafidd vists and
interviews, plus knowledge of the experiences of other, smilar USAID loca government

projects throughout the E& E region, the Team is convinced that even within the current context
and congraints on local government/communal enterprise operations; those current practices and
systems, of a management, technica, adminidrative and customer relations nature, exhibit room
for subgtantial improvement. Improved performance by communal enterprises, especidly in
water/sawage and solid waste must underpin any moveto raise ratesto aleve of full cost
recovery, including margins for needed investments. In the Serbian budget context, which holds
out scant possibility of sgnificant borrowing for infrastructure needs, rate Structures producing

full cost recovery would seem required to reduce excessive consumption spurred by cheap prices
and provide funds required for higher levels of system maintenance and investment. A future
program should consder making available, perhaps through the Standing Conference for a
nominal fee, leak detection equipment for use by water and wastewater enterprises. The program
could grant fund the purchase of 2 or 3 such kits, which would facilitate improved system
maintenance by water enterprises, al of whom reported substantial water losses throughout their
systems.

5. Citizen Participation

Under the current USAID dirategy, there has been real progress in improving the relationship
with citizens and their municipdity, but more could be done. Collaboration between CRDA and
SLGRP has created authentic cooperation that results in tangible improvements. Public Budget
Hearings provide a venue for greater municipa openness and a place where citizens can make
their voice heard. And, citizen advisory boards give citizens a greater role to play in solving

loca problems. The CACs have done wonders for improving the image of the municipdities. To
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further expand the impact of our investment, the team recommends that USAID continue to
encourage and indtitutionalize this type of citizen participation interventions. USAID could dso
push the citizen participation envelope alittle further dong the continuum. For ingance, USAID
could support the creetion of municipa task forceswhose job it is to analyze a specific locd
issue and make policy recommendations to the mayor and municipa assembly. These task
forceswould rely on expertise of citizens and the private to inform municipa decison-making.

6. Local Economic Development

The assessment team recommends that USAID include local economic development in future
support to local government. Ask Serbian mayors about the challenges their cities face, and jobs
will be one of the most common responses.  In fact, the team found that many municipdities are
trying to do something about economic development, despite congtraints and limitations imposed
by authority and resources still being centrdized at the republic level. With better information
and skills, municipdities could make much better choices about appropriate municipa economic
development interventions.  Local Economic Development is not about replacing the need for
economic reform at the republic level, nor should it be an attempt for the government to carry out
private sector functions. Instead, local economic development should be about educating
municipa leaders about the gppropriate role of the municipdity in facilitating economic
development and creating a better business climate. USAID could support loca participatory
processes that encourage partnership of various stakeholders (public, private, community, civic
and business leaders) to create a strategic vison and undertake feasible action plans with the
objective of increased investment and job cregtion/retention at the local level. Strategic
economic development planning should aso be accompanied by implementation support.
Certanly, thereis a great ded impacting economic growth that is beyond the control of
municipdities. But, USAID’s experience with SLGRP (like the BIDs or the one-stop-shops)
has shown that municipdities have arolein local economic devel opment.

Whileit is encouraging to see some Serbian mayors push the envelope to promote economic
development, there is arisk that they may find themsalves crossing the boundary of what they
can do legdly. USAID’sfocus should be on helping municipdities identify and implement
redigtic action plans that are within current municipa powers and authorities. Loca economic
development efforts should be accompanied by the development of alegidative agendato
address some of the key congraints (i.e. devolution of property) that municipditiesfacein
improving the loca economic environment and could aso betied in to the advocacy efforts of
the Standing Conference.

7. Strategic Planning

To capacitate municipdities to optimize available budget revenues in the current circumstances
and to prepare them for the possibilities which would open with the receipt of the additiond
authority and revenues flowing from legidative changes mandating increased fisca
decentrdization and increased empowerment of local government, the new USAID/Serbia
Srategy document should provide for training and technica assistance in rategic planning,
epecidly asit intersects with resource alocation and priority setting. Thiswould be of
sgnificant immediate benefit and additiondly permit loca government to position itsdlf to meet
any Republic level requirements caculated to measure LG readiness to manage additiona funds
and which might be used to pace the receipt of additional powers and funds.
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8. Asset Management

As part of the new Strategy’ s preparation for success in achieving objectivesin the relm of locd
government empowerment, it is further recommended that in anticipation of eventua return to
local government of property lost to the State under the Milosivic condtitution, that afollow-on
local government program provide for technical assstance in asset management. Local
governments should be assisted to inventory and categorize their portfolios and trained to
manage their assets in amanner to maximize sarvice to ditizens while employing certain asssts to
improve income. Proper asset management isa pillar of larger development planning, land use
controls and directing growth.

9. Financial Management and Budgeting

Asagenerd cordllary to #3 above, the area of financid management, budgeting and internd
auditing for local governmentsis one that will see a substantia number of changes and
requirementsin the near and medium term, and given its fundamenta importance to sound
management, is one where USAID should be prepared to provide technical assistance and
support to facilitate needed adaptations and deepen staff performance capabilities.

10. Property Taxation

A number of interviews held by the Team would suggest thet as part of its taxation policy
adjustments, the Republic Government is serioudy congdering following inditution of the VAT
with changesin the Property Tax. Reportedly, the new system contemplated will see the basis for
determining the individud tax liability shift from a spatia bassto an assessed vauation basis.
This should result in marked increases in tax lighilities of individuas and may require a phasing
—in of the new system to avoid a backlash of citizen protest. The municipditieswill set tax rates,
most likely within a band established by the Republic Government. The proceeds of the tax will
go 100% to loca governments, athough tax collection responghbilities will remain with the

State.

As part of the USAID drategy of support to loca government, the Mission should be positioned
to provide locd governments with technica assstance in mounting the systlem for the modified
property tax given its huge own source revenue potential. And while it appears to be SLGRP
palicy in the financiad management and budget sphere of their technica assstance operationsto
assis municipdities respond to dl changes in reporting or financia operations requirements,

DAI would be well advised to get out front on what could be a demanding chalenge and
dedicate sufficient resources to identifying the requirements such a chalenge would entail.
Mounting an assessment based property tax system will entail significant training of saff in
assessing property vaues, as well asin establishing some system for gppedls.

11. Municipal Infrastructure Investment

In city after city, water supply, sewerage, solid waste and heeting systems suffer from old and
outdated systems. Alone, USAID and other donors could never do enough to help Serbian
municipdities close the gap on their investment needs. The only way to scale up investment in
municipa infragtructure is to mobilize private investment. But there are a number of legidative
and indtitutional congtraints to municipal borrowing. For one, loca governments by law are only
able to borrow 20 percent of their prior year budget and even then, they require republic
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government sgn-off. Poor cost recovery, falure to restore to municipalities property lost to the
State under the Milosivic congtitution, and poor management of communal enterprises makeit an
even more challenging endeavor. Where thereis lending to municipdities (i.e. EBRD), it only
goes to Belgrade and afew other large cities.

The assessment team believes that there may be another rung of cities (below the largest and
most prosperous) that, with the proper support, would have the capacity to carry aloan for
infrastructure investment if such opportunities existed. USAID could support these citiesto help
them become more credit-worthy and with packaging specific infrastructure projects. The
Mission might want to consider the initiation of credit ratings as a means measuring
municipdities againgt other investment opportunitiesin Serbia. The results of these ratings

could be used to guide further technica assistance.

The team a so recommends that USAID/Serbia consider the use of credit enhancement --
including use of DCA or grants— to help reduce the risk for private banks or create incentive for
multi-laterals to Sart investing in municipdities. It'slikely thet thiswould require working with

key playersin the Serbian financid and capital markets to develop their knowledge of municipa
infrastructure finance and the products they can offer to municipalities or project finance
dructures. Without the availability of invesment funds, there would be little incentive for cities

to work towards credit worthiness and/or improve debt management capacity. EBRD has dready
expressed interest in working with USAID to expand the Bank’ s activities in municipa
infrastructure investmen.

Another option is to explore the development of “pooled financing facilities” dong the lines of
the U.S. State Revolving Funds or State Bond Banks which borrow from the capital markets on
behalf of apool of municipditiesin order to reduce transaction costs of borrowing and spread
the risk of defaults. Pooled financing has helped many smdl US cities and towns afford to
borrow for their relatively smdl infrastructure investments that would have been otherwise
ignored or over-priced by the market, even when the town's credit rating is not in the top
bracket.

The main cavest for this recommendation, however, is that there are still a number of legd and
regulatory congraints that must be resolved before municipd infrastructure could redly take of f
in Serbia

12. Public Procurement

The very successful and grestly appreciated ass stance which the SLGRP has provided to
Municipditiesin the area of implementation of the new public procurement law should be
followed-up with assstance aimed at: consolidating the new systems ingdled; improving skills
in preparation of tenders and measuring compliance with conditions and criteria; asssting
municipdities in finding ways to communicate to ther citizens the anti-corruption benefits of the
new legidation and procedures being employed by municipdlities regarding procurement of
goods and services, in an effort to increase citizen confidence in municipdity handling of public
funds; and drawing from interactions with municipaity procurement staff areas where the
legidation may need fine-tuning and feeding thisinto the Standing Conference for promoting
legidétive action.
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13. Domestic Capacity

The current USAID loca governance program iswell on itsway to developing, testing out and
modifying specific models and practices to improve municipa service ddivery, public-private
partnerships and citizen participation. Asword spreads concerning the success of these
practices, more and more municipdities are interested in putting them to use. For some
innovations, such as Business Improvement Digtricts, municipdities will likely need technicd

ass stlance and matching grant resources to make them work in thelr cities. For other practices,
municipaities may even be able to implement them on their own without externad consultants or
resources. To facilitate the scale up of good municipa practices, USAID should put emphasisin
their next strategy on the hand over of these innovations over to established and viable Serbian
organizations (such as the Standing Conference).  Of course, it will be important to first develop
“prototype’ programs, work out any legd or technica issues and ensure that the intervention
makes sense for Serbian municipaities. By handing these practices over to loca organizations,
aong with the rdevant training, USAID will reduce the reliance on US contractors to deliver
municipa technical assistance and reduce the cost of implementing these new practices. For the
time being, Serbian municipdities will ill need the support from externd donors, but eventualy
they may gtart implementing some of these practices with their own resources. USAID shouldn't
wait until then to art trandferring the skills and knowledge to local Serbian organizations.

14. Peer Training

The SLGRP is producing a series of products that are worthy of dissemination/replication; (some
of which are a or nearing ripeness), both within the universe of municipdities participeting in

the program as well asthose not so favored. The Team recommends that DAI employ the peer
training method where practicable to accomplish this transfer. Municipa leadership and key
municipal staff were seen to represent arich talent pool easly capable of presenting to their
peers the different facets and nuances of establishing acity sat system, or designing the
complete package which is the Citizen Assistance Centers. Municipditiesthat have excelled ina
given component should be urged to host sessions for other municipa leaders and relevant staff
for purposes of dissemination/replication. Mayors from the south of the country, where
development clearly lags, would benefit from experience sharing visits to other parts of Serbiato
view first hand what is possible and what has been achieved under the aegis of the SLGRP.

15. Management Seminars

Mayors need quality seminars on modern management to equip them to more effectively do their
jobs and lead their communities. Given their importance in the current and the new governance
scheme a thelocd levd, it is essentid that they improve their management kills, aswell as
begin to absorb and inform their executive performance with the philosophy imbedded in
modern management systems and techniques.

V. Priority Recommendations

The Team strongly recommends the continuation of assstance and support to Serbian
municipdities and cities during the new dtrategy period. Trangtion to a more democratic society,
and functioning democratic locd sdf-governance requires, among other things, legdly
dismantling the centralized Milosevic governance system. Loca governmerts require additiond
technical assstance to perform their current respongibilities at higher levels of effectiveness and
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efficiency, fully convert to a public service mentdity, and ready themsalves for the increased
respongibilities and authorities coming with devol ution and some degree of fisca
decentralization.

Taking into account the possibility of asgnificant reduction in upcoming funding levels for
USAID/Serbia, the team reviewed its recommendationsin the context of just such a*“belt
tightening” scenario with aview toward identifying those core program components that, as a
minimum, should be contained in afollow-on loca government program.

1. Policy Reform

For the orderly and successful development of a more democratic system of governance, it is
essentid to have policy reform which results in the establishment of alegd framework which
has the State return to loca governments their properties which were taken by the Milosevic
condtitution, and creates increased fiscal decentralization and empowerment of local government.
Democratic, local sef-governance requires that local governments have the legd authority and
requisite level of resourcesto address loca problems and issues at the local level. Whileitis
perfectly clear that no amount of effort by a USAID loca government contractor in and of itsdlf
ensures policy reform, it isequaly clear that essentidly limiting Program efforts a such reform
to capacitating the Standing Conference of Towns and Municipditiesto lobby, is, in the current
Serbian politica context, woefully inadequate to the task. The follow-on local government
project in addressing the critica imperative of policy reform, must employ a strategy and pattern
of itsimplementation which, while dlotting to the Standing Conference a high profile role,
additionally involves awide variety of actions to generate support and pressure for change.
These would include, but not be limited to identifying and attempting to enlist potentia
champions of loca government reform at the Republic government and Parliamentary leve;
exploring the receptivity to, and facilitating establishment of atask force type body, involving a
broad array of key players from relevant ministries and loca government to work on a plan for
loca government reform. This latter suggestion reflecting our recognition of the fact that
successful fiscal decentrdization will not result from a series of ad hoc nationa government
actions, but rather, depends upon awdl articulated strategy reflecting in-puts from the full range
of stakeholders and more than anything else, represents a political agreement, a successful
negotiation, regarding the extent of decentraization and the definition of long term objectives.
Policy reform efforts should aso involve drategic injection of short-term consultants of a caliber
matching the degree of difficulty and criticdity of the undertaking to develop and assigt the
Standing Conference in the implementation of a strategy to identify and effectuate codition
partners. A campaign should be designed and mounted to educate citizens to the current
congraints on loca government and why it isin their interests to actively support change.

The actions recommended by the Team do not imply or require large outlays of USAID funds,
but rather the utilization of experienced competent professionas unleashed on the issue.

Comment: This recommendation is based on the Team' s assumption that there will be a follow-
on loca government project given the critica role of local government in the trangtion to amore
democratic system of governance, and the further assumption that long term development of any
such more democratic system of locd self-governance must be anchored in alega framework,
and further that USAID, because of its prominence and high vigibility leadership in this sector is
the logical and most credible spearhead.
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2. Improving Municipal Capacity for Managing and Accessing Resour ces

The team chose this as one of its top recommendations because of its critical importancein
paving the way for greater municipa control over resources (fisca and property) and increased
access to investment capita for municipa infrastructure. All too often, centra governments use
the lack of capacity at the locdl level as an excuse for their failure to decentralize. Serbian
municipalities need to get out in front of this and begin to build their capacity for managing
resources, so that they don't fal into that trap. Even without much progress towards
decentrdization, loca governments can ill improve their position and operations with the
deepening of skills that this technica assistance would produce.

As municipdities are empowered with greater authority and resources, they must have systems
and gaff who can effectively plan for and manage these resources. As the process of fisca
decentrdization unfolds, there will likely be numerous changesin laws and procedures and loca
governments must be able to keep up and implement these changes. Good budgeting aso
implies gtrategic planning to alocate resources according to well thought out priorities. And, in
anticipation of the eventua return of municipa property, loca governments will need assistance
in inventorying and categorizing their portfolio and developing criteriafor future decisions about
property utilization and disposition. Proper asset management is one of the pillars of good
municipa planning and economic development.

Gregter financid management and budgeting capacity would aso improve municipdities’ ability
to manage debt so that they can make the much needed and overdue investmentsiin critica
infragtructure such as water and sanitation, heating and the like. Currently investment finance for
municipd infragtructure is only available to the largest and most prosperous citiesin Serbia
With assstance in improving their credit worthiness and the preparation of bankable project
proposas, USAID could help other cities access much needed capitd investment. The other
gde of thisequation is, of course, the availability of municipa invesment capitd. To meet this
need, USAID should explore the use of DCA or other credit enhancement methods for
leveraging capita from private or multi-latera lending inditutions. In any case, municipdities

by law are limited to borrowing only 20 percent of their prior year budget. This limitation would
need to be addressed for municipa infrastructure finance to redly take off.

3. Consolidated L ocal Government Program

In the context of serioudy shrinking budgets, the permanence of loca government and their role
and responsihilities, and the CRDA programs successful exposure of loca government leaders
and gaff to hands-on collaboration and dealings with community groups, the Team recommends
that at the completion of the current CRDA program the activity, as a separate grant funded
program be dlowed to lgpse and the community development activities associated with CRDA,
now funded a a much lower level, be implemented through a grant mechanism of the follow-on
Locd Government Program.

The SLGRP and CRDA have worked very well in tandem, and CRDA has succeeded in its
mission to provide hope through visible improvements, to organize and support community
activities and community development, and to empower communities to satisfy community
prioritized needs and desires, frequently in collaboration with local governments and
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increasingly with loca government budget support and participation. This activity has embodied
citizen participation and increasingly responsive local government. Local governments have
increasingly been exposed to collaboration with community groups expressing their priorities,
mayors have seen the sdf interest in having their community benefit from projects thet the loca
governmert acting done could not presently redlize; and loca governments have supported,
through increasing budget support and other wise, and recognized their own sdf-interet, in the
successful achievement of community priorities. Many of the CRDA supported activities are
conducted in areas inherently the respongibility of loca government. The two program activities
should be consolidated within aloca government follow-on program designed to contain an
expanded grant facility cgpable of undertaking amodified continuation of CRDA- type
community development activities characterized by very tight locad government-community
cooperation.

Comment: This recommendation assumes firgt, that many of the origind CRDA objectives will
have been achieved by the completion of the Program; second, that increasing USAID budget
congraints force severe reduction of a potential CRDA follow-on even should the Misson wish
to continue the effort, and support consolidation of what was previoudy atandem effort under
the loca government umbrdlain theinterest of management unit reduction; and third, these
functions properly correspond to local government and should be located under that rubric, and
now that CRDA and SLGRP acting in tandem have set the preferred context for the community-
loca government interface in this area and trained communities and locd government inits
practice, it is gppropriate to unite them under the aegis of a Local Government Program follow-
on.

4. Local Economic Development

Economic development is among the biggest chdlenges facing municipdities. Many Serbian
cities are facing restructuring, privatization and/or closure of industry that is dmost certainly
going to end up in job losses. While municipdities play little to no role in the disposition of
these companies, citizens expect their municipa leaders to do something. In fact, the team found
that many municipaities are trying to do something about economic development, despite
congraints or limitation imposed by authority and resources till centrdized at the republic leve.

With better information and skills, municipalities could make much better choices about
appropriate municipa economic development interventions.  Loca Economic Development is
not about replacing the need for economic reform at the republic leve, nor should it be an
attempt by the municipal government to carry out private sector functions. Instead, loca
economic development should be about educating municipa |eaders about the gppropriate role of
the municipdity in facilitating economic development and creating a better business climate.
USAID could support loca participatory processes that encourage partnership of various
stakeholders (public, private, community, civic and business leaders) to create a Srategic vison
and feasble action plans with the objective of increased investment and job creation/retention at
thelocd level. Strategic economic development planning should aso be accompanied by
support for the implementation of the plan.

While it is encouraging to see some Serbian mayors push the envelope to promote economic
development, there is arisk that they may find themsalves crossing the boundary of what they
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can do legdly. USAID’sfocus should be on heping municipdities identify and implement
redigtic action plans that are within current municipa powers and authorities. Loca economic
development efforts should be accompanied by the development of alegidative agendato
address some of the key congraints (i.e. devolution of property) that municipditiesfacein
improving the local economic environment and could also betied in to the advocacy efforts of
the Standing Conference.

5. Property Taxation

A number of interviews held by the Team with respected sources would suggest that as part of its
taxation policy adjustments, the national government has under serious consderation following
indtitution of the VAT with modificationsin the Property Tax. Reportedly, the modified system
under condderation will see the basis for determining individud tax lighility shift from the
current spatial bads to an assessed vauation basis. This should result in immediate, marked
increasesin tax liabilities of individuas and accordingly may necessitate a phasing in of the new
system to avoid the backlash of citizen protest. Cities, towns and municipdities would receive
100% of the proceeds of the property tax. The municipadities would set tax rates, most likely
within aband st by the nationd government. And whileinitidly such atax change would most
srongly favor the larger cities and towns, in the longer term this change represents a potentidly
very significant source of own source revenues for cities and municipdities and as such, USAID
should assist municipdities cope with the new chalenge.

As part of the USAID drategy in support of loca government, any existing USAID funded loca
government program should be positioned to provide local governments with the technical
assstance and training required to mount the system for the modified property tax given its huge
own source revenue potential. Mounting an assessment based property tax system will entail
sgnificant training of staff in assessing property vaues, aswdl asin establishing some
mechanism and system for gppedal's of assessed vauations.

Comment: This recommendation assumes that even with a budget enforced contraction in the
scope of afollow-on Loca Government Program, USAID will remain the premier technica
supporter of locd government among al donors and therefore best positioned to undertake such
an activity; and the U.S. has competitive advantage in this area, Snce property tax isamgor
source of total revenues, not merely own source revenues for most US cities and therefore we
have outstanding capakiility in consulting capacity in this area.

6. Communal Services Enterprises

Continued emphasis in the next USAID drategy on improving the management of communal
sarvice enterprises will result in improved services and greeter citizen confidencein local
government’ s ability to serve them. In the medium and long term, thiswill also feed into the
success of decentraization efforts. As citizens see that municipalities can do agood job at
managing loca development, they will be better advocates for municipa empowerment.

Technical assstance to communal enterprises provided by the current SLGRP has, on the whole,
been wdll received and produced improved performance of key services. Even within the
current condraints on local government/communal enterprise operations, improvements can be
made in management, technica operations and customer service. Improved services, especidly
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in solid waste and water/sewerage, must underpin any atempt to move towards fuller cost
recovery. Inturn, full cost recovery isaso a pre-requisite to better maintenance of the existing
infragtructure, and will facilitate municipa borrowing and loca government’s accessto
invesment finance.

It is the team’ s recommendetion that a grant fund be made available to hdp municipaities
purchase much needed equipment and as a much needed incentive for improving operations and
cost recovery. Another option is to provide some equipment, e.g. leak detection equipment,
perhaps through the Standing Conference, that could be rented by municipdities for anomind
fee.

V1. DonorsActivein Serbia Local Gover nment Sector

USAID’'s SLGRP s certainly the largest, and probably the most well-known, local governance
reform program in Serbia. Although there are a least 10 other donors working on municipa
development or loca governance reform issuesin Serbia (and the LG assessment team met with
most of them) none of them have the combined scale and breadth of SLGRP.  Although it was
outside the boundaries of this assessment to evauate the successes or deficiencies of these other
donor programs, it was apparent that there is good complimentarity between SLGRP and the
other donors, and possibilities for continued collaboration. It is quite clear, however, that

without USAID assstance to loca governance in Serbia, thereis no other donor prepared to pick
up thisimportant area of assistance.

None of the other donor-funded programs even remotely reach the scale (most are working in
only ahandful of municipalities) and breadth (most may be working with afew municipalitieson
agngleissue—i.e socid policy, strategic planning, solid waste) of SLGRP. The largest of the
other donor programs operating in Serbiais the EAR supported Municipa Support Program in
Eastern Serbia, which is gpending roughly 18.5 million Euros on atwo-year program that works
in 15 municipaities in Eastern Serbia and the Standing Conference of Towns and Municipdities.
The main emphasis on this municipa support program is on assgting the municipditieswith
participatory strategic planning and the funding of specific projects for the implementation of the
grategic plan. Other programs, such as GTZ ‘s work on modernization of specific municipa
sarvices or DFID’s socid policy partnerships in 4 municipdlities emphasize specific, dbeit
critical, issues. SLGRP isthe only program that isfairly comprehensive — addressing
management, transparency, citizen participation service delivery and investment needs of
municipdities. In fact, some of the donors that we met with commended SLGRP' s
comprehensive gpproach and commented on USAID’ s technicd leadership in locd governance
reform in the Europe and Eurasaregion. A list of donorsinterviewed and brief description of
their assstance in locd governanceis provided in Annex 3.

At least 5 or 6 of the donors working in this sector are providing direct support to the Standing
Conference of Towns and Municipdities. Thisis generdly a postive development asit
demondtrates that the Standing Conference is proving itself as aviable, well organized and
capable organization that represents the interest of municipdities. Therisk, on the other hand, is
that such zedlous donor support may cloud the Standing Conference' s own priorities and
interfere with their ability to serve and represent their members.
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Feedback from the various donors operating in the Serbia municipa sector points to the need for
greater donor coordination. Many saw this as role that the Standing Conference should be
playing, but their previous attempts at donor coordination have not been very effective. More
effective donor coordination could aso open the way to a more concerted effort to compel forces
at the republican leve to take their Srategy for municipa empowerment more serioudy.
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Annex 1: SLGRP Program Areas
SLGRP provides assstance to municipalities in seven program aress as described below.

Financial M anagement — Two year training program with classroom training followed up by
hands-on technica assistance, development of nationa finance and budget reference guide

Citizen Participation — Activities indlude participatory planning; communications training; the
edtablishment of business improvement districts, one-stop permitting centers, citizen assstance
centers, municipal/citizen task forces

Communal Enter prise Management — Two year training program with classroom training
followed up by hands-on technica assistance

Information Technology- Provison of IT equipment to support other program areas, wiring,
related software and training

Public Policy Reform — Provision of technica support, regiona experiences, municipa
offidag/public input to support GOS fiscd and functiona decentrdization initiatives

Association Development — Provide technica and materid support to promote the ingtitutiona
development of an effective and sustainable national municipa association

Public Procurement — Provide technica assistance and training to support full implementation

of the Public Procurement Law and establish more transparent and accountable government
interaction with contractors, vendors and other independent or private service providers.
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Annex 2: PersonsInterviewed

Place Name Position Organization

1. Bgina Basta Milutin Smic CRDA CC "Kik"

2. BginaBasta Ljiljana Zaric CRDA CC"Lug"

3. BginaBagsta Aleksandar Jeftic IT Municipdities

4. BginaBasda | AleksandraRaonic Public Procurement Municipdities

5. BginaBasta Boban Tomic Mayor Municipdities

6. Bgina Basta Dragan Panic Public Procurement Municipdities

7. BginaBasta Nada Tesic Head of Finance Municipdities

8. BginaBasta Vera Cvijovic Economic Issues Municipdities

0. Belgrade Boris Begovic Vice Presdent Center for Liberal Studies

10. Belgrade Zoran Veacic President Center for Liberd Studies

11. | Begrade Dragan Obrenovic Communa Enterprise Adviser — SLGRP DAI

12. Belgrade Ejonta Pashg Citizen Participation Team Leader — SLGRP DAI

13. Belgrade Eva Jandiova Citizen Participation Adviser — SLGRP DAI

14. | Begrade Jovica Damnjanovic Citizen Participation Adviser — SLGRP DAI

15. Belgrade Michad Pillsoury Deputy Chief of Paty — SLGRP DAI

16. Belgrade Steven Rosenberg Chief of Party — SLGRP DAI

17. Belgrade Vdibor Milovanovic Financia Manager Adviser — SLGRP DAI

18. Belgrade Ana Redzic Socia and Hedlth Project Manager, Department for DFID, British Embassy
Internationa Devel opment

19. Belgrade Katarina Kovacevic Project Manager, Department for International DFID, British Embassy
Deveopment

20. Belgrade Bogetic EAR

21. Belgrade Wout Soe EAR

22. Belgrade UIf Hindstrom Senior Banker Infrastructure EBRD

23. Belgrade Jadranka Jdincic Executive Director Fund for an Open Serbia (OSl)

24, Belgrade Dusan Dinic Deputy Project Manager, Regional Coordinator for Friedrich Naumann Stiftung
Serbia, Montenegro, Kosovo, Macedonia, Albania

25. Belgrade Rainer Willert Head of Project Friedrich Naumann Stiftung




26. Belgrade Detlef Hentschel Project Manager GTZ
27. Belgrade Dr Segfried Brenke Team Leader “Modernizetion of Municipa GTZ
Services’

28. | Belgrade Jesse Brunck Chief of Party IRD

29. Belgrade Akira Sano Japanese Aid

30. Belgrade Mazen Fawzy Chief of Party, CRDA Mercy Corps

31. Belgrade Mr. Branko Stipanovic Finance Minisiry Department Minisiry Department

32. Belgrade Mr. Zoran Loncar Minigter Minigtry of Public Adminigration
and Loca Sdlf Government

33. Belgrade Vesnallic-Prdic Deputy Minister Minigtry of Public Adminigration
and Loca Sdf Government

34. Belgrade Aleksandar Arsenijevic Deputy EB President Municipdity

35. | Belgrade Aleksandar Novkovic Finance, economy and public procurement Municipdity

36. Belgrade Biljana Mirovic Deputy Head of Adminigtration Municipdlity

37. Belgrade Branimir Kuzmanovic EB President Municipdity

38. Belgrade Dragan Djordjevic IT Municipdlity

39. Belgrade Dragodav Popovic Finance, economy and public procurement Municipdity

40. | Begrade Dubravka Stankov Communicaions Municipdity

41. Belgrade Gordana Miljkovic Head of Adminigration Municipdity

42. Belgrade Ivan Buncic IT Municipdity

43. | Begrade Jelena Jez Communicaions Municipdity

44, Belgrade Milena MiloSevic Mayor Municipdlity

45, Belgrade Radmilo Belic Deputy Mayor Municipdity

46. Belgrade SavicaSvilar Finance, economy and public procurement Municipdity

47. Belgrade Vladimir Medakovic Communications Municipdity

48. Belgrade Mark G. Davison Acting Head of Mission OSCE

49, Belgrade Andreas Accardo Parliamentary Programme Coordinator OSCE

50. Belgrade Hanndore Vdier Head of Democratization OSCE

51. Belgrade ZoranaMarkovic Senior Governance Training Assistant OSCE

52. Belgrade Sdim Abado Finance Officer OSCE

53. Belgrade Frank Yorke Heed of Administration/Finance OSCE

54, Begrade lan Campbell Head of LED OSCE




55. Belgrade Fokert Milch Acting Head of ROL OSCE

56. Belgrade Edward Kabina Programme Manager OSCE

57. Belgrade Virginie Jouan Head of Media Department OSCE

58. | Belgrade Kargen Friis Politica Advisor OSCE

59. Belgrade Dusan Vadljevic Head of E& E OSCE

60. Belgrade Mija Damjanovic President — Public Adminigration and Locd PALGO
Government Center PALGO

61. Belgrade Rdph Mono Development Programme Section SIDA, Sweden Embassy

62. Belgrade Tomidav Novovic Programme Manager Specidist UNDP - SIDA

63. Belgrade Art Hanagan GDO — Generd Development Officer USAID

64. Belgrade Mark Pickett GDO — Generd Development Officer USAID

65. Belgrade Michadl Enders GDO — Chief USAID

66. Belgrade Sergg Anagnosti Program Management Specidist USAID

67. Belgrade Lazar Sestovic Economist — Country Office for Serbia and World Bank
Montenegro

68. Indjija Slavko Puaca Communa Enterprise director Communal Enterprises

69. Indjija Uros Curuvija Communa Enterprise director Communal Enterprises

70. | Indjija Vladica Dragosavljevic Communicaions Commund Enterprises

71. Indjija Biljana Stojsic Pub. Procurement Municpality

72. Indjija Bojana Alfirovic CAC Municpality

73. Indjija Brana Lazarevic Econ. Issues Municpality

74. Indjija Goran Jesic Mayor Municpdity

75. | Indjija Gordana Bosnic CAC Municpality

76. Indjija Gordana Tisma Head of finance Municpality

77. Indjija IlvanaKrdgtic Public procur. and Economic issues Municpdlity

78. | Indjija Mile Bodrozic IT Municpality

79. Indjija Snisa FHlipovic EB President Municpality

80. | Indjija StdaBozic CAC CAC Municpality

81. Indjija Petar Janjic CDG Group — CRDA MZ Indjija

82. Indjija Savo Opacic CDG Group — CRDA MZ Indjija

83. Indjija Gordana Filipovic CDG Group — CRDA MZ Novi Karlovci

84. Kragujevac Zorica L azarevic Community Board CRDA Community Board "Buban]" (KG




U 04)

85. | Kragujevac Radovan Jovanovic Community Board CRDA Community Board "Bubanj" (KG
U 07)

86. Kragujevac AnaRadojevic CAB (Citizen Advisory Boards) Municipdities

87. Kragujevac Andrgja Stefanovic IT Municipdities

88. Kragujevac Biljana Petrovic Head of Finance Municipdities

89. | Kragujevac Branko Jovanovic Communicaions Municipdities

90. Kragujevac Mirodav Paunovic Economic department Municipdities

91. Kragujevac Nikola Spasic Economic issues Municpdlities

92. | Kragujevac Snezana Djordjevic W/WW company PR manager Municipdities

93. Kragujevac Vlatko Rgkovic Mayor, SC president Municipdities

94. | Kragujevac Zoran Kogtadinovic Public Procurement Municipdlities

95, Kragujevac Aleksandar Nenkovic GDO FO Manager USAID

96. Krdjevo Mirjana Kogstovic CRDA Community Board "Vitanovec'
(KV R 06)

97. Krdjevo Mirjana Prodanovic CRDA Community Board "Zdengora'
(KV U 02)

98. Krdjevo Vera Petrovic CRDA Community Board "Zdengora'
(KV U 02)

99. Krdjevo Darko Vilatijevic Deputy Mayor, Communications Municipdities

100. | Krdjevo Jasminka Stojanovic Head of finance Municipdities

101. | Krdjevo Milomir Prodanovic Public Procurement Municipdities

102. | Krdjevo Mladomir Novakovic €00NoMIC ISSUES Municipdlities

103. | Krdjevo Radmila Vladisavljevic CE generd manager (former SLGRP/DAI Municipdities

employee)

104. | Krdjevo Savko Veskovic IT Municipdlities

105. | Krdjevo Margerit Louis Migdi Resident Team Leader Swiss MD Donor

106. | Lazarevac Dragi Markovic Director of the Commund Enterprises Commund Enterprise

107. | Lazarevec Miroljub Nikitovic Director of municipad Condruction Enterprise Communa Enterprise

108. | Lazarevac Zoran Radivojevic Technica Director of the Communa Enterprises Communa Enterprise

109. | Lazarevac Dragi Markovic Generd Manager of the communa enterprise Municipdity

(public utility company)




110. | Lazarevac Ljubodrag Milivojevic EB Member Municipdity
111. | Lazarevac Miodrag Petrovic public procurement Municipdity
112. | Lazarevac Miroljub Nikitovic Director of municipa Congruction Enterprise Municipdlity
113. | Lazarevac Olivera Jovanovic Head of Finance Department Municipdity
114. | Lazarevac Vejko Mihailovic Vice— Secretary Municipdlity
115. | Lazarevac Zoran Radivojevic CE Deputy Generd Manager Municipdity
116. | Nis SavisaDinic CDC Member - CRDA
117. | Nis Cedomir Vasic CAC and BID manager
118. | Nis DanijelaVesdinovic I'T Department Municipdity
119. | Nis Dragen Antic PR Municipdlity
120. | Nis Finazeti Pantic Head of IT department Municipdity
121. | Nis Goran Ciric Mayor Municipdity
122. | Nis Ljubomir Petrovic Assembly Vice-Secretary Municipdity
123. | Nis Milan Radenkovic System Adminigtrator IT Department Municipdity
124. | Nis Milena Neddjkovic Budget officer Municipdity
125. | Nis Nebojsa Rancic Vice president of the Executive Board, Municipdity
Internationa Affairs
126. | Nis Nebojsa Stojanovic Head of the Financia Department Municipdity
127. | Nis NebojsaVasic BID Municipdity
128. | Nis SasaMiljkovic Media Center Director Municipdity
129. | Nis Snezana Jovanovic Public Procurement Municipdity
130. | Nis ToplicaDjordjevic President of the Executive Board Municipdity
131. | Nis Zdjko Mrcic Software developer Municipdity
132. | Nis ZoricaSimic Head of Economic Department Municipdlity
133. | Nis Danijel Dasc USAID FO Manager USAID
134. | Nis Milica Spasic Secretary USAID
135. | Novi Sad Djordje Baljanovic GDO FO Manager USAID
136. | Presavo Samet L atifi Community Facilitator CHF
137. | Presavo Besnik Sadiku Public Procurement Municipdity
138. | Presavo Eshtref Arifi Head of Finance Municipdity
139. | Presavo Mentor Januzi Comunication Municipdity
140. | Presavo Riza Hdimi Mayor Municipdlity




141. | Presavo Ruzhdi Junuzi Economic Issues Municipdity
142. | Smederevo Dean Zorkic CRDA Citizen Board
143. | Smederevo Novica Djurdjevic CRDA Citizen Board
144. | Smederevo VericaDisc CRDA Citizen Board
145. | Smederevo Aleksandra Djurovic Senior Advisor for Commercid Affars Municipdlity
146. | Smederevo Dobrica Jovanovic Presdent of the Local Government Municipdity
147. | Smederevo lvica Jovanovic IT Department Municipdity
148. | Smederevo Jasna Velickovic IT Department Municipdity
149. | Smederevo LdaVukosavljevic Chief of Finance Office Municipdity
150. | Smederevo Milijana Novakovic Secretary of the Municipa Assembly Municipdlity
151. | Smederevo Predrag Milutinovic IT Department Municipdity
152. | Smederevo Sobodan Miladinovic Mayer Municipdity
153. | Smederevo Snezana Savic Sqjiljkovic Chief of Finance Economic Office Municipdity
154. | Smederevo Spomenka Djurovic Senior Assigtant for Commercia and Generd Municipdity
Affars
155. | Smederevo Vida Naumov Head of Economy and Finance Department Municipdity
156. | Uzice Radmila Gujanidc CRDA CC"BdaZemlja'
157. | Uzice Milan Calic CRDA CC"Carind'
158. | Uzice Radmila Janusevic CRDA CC Krcagovo
159. | Uzice Dragoljub Kostic Water and wastewater CE gen. man. Commund Enterprises
160. | Uzice Zoran Zivkovic Solid waste communal enterprise gen. man. Communal Enterprises
161. | Uzice Gordana Urosevic CAB Municipdities
162. | Uzice Jeena Markovic IT Municipdities
163. | Uzice Ljiljana Jovanovic Public Procurement Municipdities
164. | Uzice Milojka Sekulic CAC Municipdities
165. | Uzice Milomir Sredojevic Economic issues Municipdities
166. | Uzice SavicaKrdtic Head of Finance Municipdities
167. | Uzice Savko Lukic EB President Municipdities
168. | Uzice Srdjan Petrovic Communications Municipdities
169. | Uzice Dragan Tanaskovic GDO FO Manager USAID
170. | Vranje Bosko Stailjkovic Commund enterprises
171. | Vranje BoZabordevic Communa enterprises




172. | Vranje PericaMihglovic Communal enterprises
173. | Vranje Predrag Milosavljevic Public Commund Enterprise
174. | Vranje Bogan Stankovic Economic Department Municipdlity
175. | Vranje Dragica Nagitic Head of Budget and Public Procurement Municipdity
176. | Vranje Miroljub Stojcic Presdent of the Municipa Assembly Municipdlity
177. | Vranje Svetomir Mihglovic Public Procurement Municipdity
178. | Vranje VesnaMiletic Communicaions Municipdity
179. | Bujanavac Auni Becdiri CDC Members— CRDA MZ Samoljica
180. | Bujanavac Lukmen Limeni CDC Members— CRDA MZ Samaljica
181. | Bujanavac Naseri Janiu CDC Members— CRDA MZ Samoljica
182. | Bujanavac Aleskic Stanka CDC Members— CRDA MZ Zuzdjica
183. | Bujanavac Dragan Stosc CDC Members— CRDA MZ Zuzdjica
184. | Bujanavac Marjan Nikolic CDC Members— CRDA MZ Zuzdjica
185. | Bujanavac Mika Mitrovic CDC Members— CRDA MZ Zuzdjica
186. | Vranje Javier Alvarez SSMIRP Team L eader — South SerbiaMunicipa UNDP
Improvement and Recovery Programme
187. | Vranje Michael Scott Programme Adviser — Municipa Improvement and UNDP
Revivd Progranme—MIR
188. | Vranje Thomas Thorogood Progamme Manager — Municipd Improvement and UNDP
Revivd Programme— MIR
189. | Zgecar Erfried Neubauer Team Leadr — Municipa Support Programme GTZ & FIDECO
Eagtern Serbia
190. | Zgecar Vladan Jeremic Program Managing Director- Municipa Support GTZ & FIDECO
Programme Eastern Serbia
191. | Zrenjanin Ljupka Bojovic-Cvgic Communications and BID manager Municipdities
192. | Zrenjanin Milan Cezek Mayer Municipdlities
193. | Zrenjanin Zivica Paravodic CDG Group — CRDA MZ Botos
194. | Zrenjanin Adam Bugar CDG Group — CRDA MZ Ecka
195. | Zrenjanin Vladimir Ivkovic CDG Group — CRDA MZ Vdjko Vlahovic




Annex 3: Documents Reviewed
(To be completed)

Constitutional basis for addressing the issue of local government property in Serbia, Standing
Conference of Towns and Municipdities

Memorandum on the Subject: "Niska VaroS Business | mprovement District” - 2004 Business
Association Management Program, Nis Municipality, February 2004.

Muncipal Finance Working Group, UNDP, May 2003

Overview Of The Law On Prevention Of The Conflict Of Interest, May 6, 2004.

Poverty Reduction Strategy Paper for Serbia, World Bank.

Serbia Local Government Reform Program Powerpoint Presentation, DAI, June 2004

Serbia Local Government Reform Program, Semi-Annual Report #5, prepared and submitted by
DA, April 30, 2004

S.GRP Accomplishments to Date, February 20, 2004.

. GRP Survey of Serbian Mayors, May 2004

S.GRP Top Ten List

Srategic Plan of The Sanding Conference of Towns and Municipalities of Yugosavia, Belgrade,
December 6, 2002



Annex 4: Acronyms
(To be compl eted)
SLGRP

CRDA

BID

DAl

CAC

CRDA
DCHA/DG
EGAT/PR/UP
Mz

Mk

USAID’s Serbia Loca Government Reform Program
USAID/Serbia;s Community Revitaization through
Democratic Action Program

Business Improvement Didtrict

Development Alternatives

Citizen Assgtance Center

Community Revitdization through Democretic Action
USAID/Washington Office of Democracy and Governance
USAID/Washington Urban Programs Team
MESNA ZAJEDNICA

Mesna Kancdarijas



Annex 5: Donor Activitiesin the Serbia Local Gover nment Sector

Donor Current LG Assstance Support to Approximate Partner Partner Future Plans
Standing Funding Levels Ministries Municipalities
Conference?

EAR Municipa Support Programin Yes 250,000 Euro for Minigry of Babusnica, Bela Program endsin
Eastern Serbiaworking in 15 Standing Public Palanka, Bokjevac, September
municipalities on participatory Conference Support | Adminigratio | Bor, CrnaTrava, 2005; likely to
drategic planning. Grant (over 2 years) nand Loca Dimitrovgrad, initiate follow-
funding for up to 70 Sdf Kladovo, Knjazeacc, | on2-year
infragtructure, loca economic 25 million Eurofor | Government Majdanpek, Negotin, | program.
development and inditutional technica Pirot, Sokobanja,
capacity projectsidentified in cooperation grant Sjig, Vlasotince,
municipa drategic plans. Zajecar
Just started 14 month program 12.5 million Euro
with Standing Conferencein Grant Financing (Eastern Serbia)
threeareas. (1) andyssof laws
and draft laws that go before 3.3 million Euro
parliament to determine impact municipd
on municipdities, contributions
(2) lobbying for parliamentary (finencid and in-
committee on municipd affairs; kind)

(3) issuance and dissemindion to
municipdities of legd bulletin to
share information on new laws
and provide standard ordinances
that could be used by
municpalities

DFID Socid Policy Projectin 4 Standing 3 million pounds Minigry of Kragevo, Bor, Uzice, Program endsin
municipditiesto etablish Conferenceis over 3years labor, Zemen July 2005
munidipa-citizen partnerships Member o 700,000 pounds for | employment
and the devel opment of Nationa project fund and Socid
Community Assistance Plans Reform Palicy,




Donor Current LG Assistance Support to Approximate Partner Partner Future Plans
Standing Funding Levels Ministries Municipalities
Conference?
(CAPS); Each municipdity can Programs Minigry of
receive project fundsfor hedlth Steering Hedlth,
sector, capacity bulidng, Committee Minigry of
education or employment (not Education,
infragtructure); GIS system Min of
eseblished indl 4 Finance,
municipdities to improve Minigry of
planning & the municipd leve Public
(GIS haan't been well utilized) adminigretion
and Loca
Governance
SIDA Funds program implemerted by Yes $750,000 for 1 %2 N/A Current project
UNDP to develop capacity of years endsin May
standing conference. Assstance 2005. Will
includes (1) development of new likely continue
management system for assstance
Secretariat; (2) Training and
Policy Adviceto various boards
of Standing Conference; and (3)
development of municipa
training center (fill in planning
dage. Role of the municipa
training center will beasa
resource center and facilitation
(may not do training
themsdves))
GTZ (2) Working in 15 smdl yes 1 millionEurofor2 | Minigry of Nic, Kraguevics
municipalities with populations years. Environement
less than 20,000 and water and
integrated municipa waste Smdl municpdity




Donor Current LG Assistance Support to Approximate Partner Partner Future Plans
Standing Funding Levels Ministries Municipalities
Conference?
management; (2) Restructuring program — 300,000
of commund enterprisesin euro; co-finandng
Nisand Kraguevics, (3) work of projectsfor
with standing conference on andl municipdities
municipal advisory center. up to 25,000 Euros
each.
WB Only peripherdly through afew No N/A Public
pilot programs focusing on Adminigration
hedth and employment. Reform --
Concentrating
at centrdl
government
leve for the
time being.
EBRD Fnancing Municipd No 5 -6 million euro Belgrade, Novi Sad, Man to finance
Infrastructure in Novi Sad, loansto each city Nic, Kraguevics awaste water
Nisand Kraguevics (water and (Belgrade more) treatment plant
waste water treatment) and in Subotica
Belgrade (water supply, district Congdering
heating and urban transport). working with
commercid
banks to
establish lines
of credit for
lending to
municipdities;
contemplating
repeat business




Donor Current LG Assistance Support to Approximate Partner Partner Future Plans
Standing Funding Levels Ministries Municipalities
Conference?
with Belgrade
& Novi Sad
w/out state
guarantees

osl Grant to Standing Conference to Yes. $15,000 for N/A Pancevo, Sombor, 2005 will be
train 50 smdl municipditieson Standing Sabac, Loznicaon decade of Roma
communication with donors and conference public hedth, Roma and will launch
fundraising; fiscd program; program initiative related
decentrdization initicive (FDI) municipdities TBD to help
will gart in Serbia starting 2005 usualy spend about municipdities
to prepare think tanks and policy $200,000 ayear on develop
indtitutes to work on fisca these types of improved
decentraization issues, work municipd policiesand
with four municipdities and initigtives improve service
public hedth authorities to delivery to
develop loca public hedth roma..
paliciesin Pancevo, Sombor,

Sabac and Loznica; management
of multi-ethnic commuiities,

OSCE Support to municipa assemblies Working with 200,000 Euro for Have amenu of
and handbook for local danding programswith projects that
councilors. Will work in 9 target conference on municipd they’d like
municipditiesto train dected their program assemblies USAID to fund.
officias on the budget process, with municipd
community policing assemblies

Swiss Doing smdl scae project in 5— 5to 6 municipdities Second stage
6 municipdities, did some infaround Krdjevo will concentrate
finance and budgeting on planning and

drategy
development




Donor Current LG Assistance Support to Approximate Partner Partner Future Plans
Standing Funding Levels Ministries Municipalities
Conference?

JCA Not working in Locd N/A N/A N/A N/A

Government Sector

Friedrich Not workingin Locd

Naumann Government Sector

Found.




