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Foreword

This document brings together information, good practice examples and general conclusions of the Workshop
on Sector Approaches in the Context of EU Enlargement, which was held in Sarajevo in March 2010 under the
joint organisation of the European Commission and the Ministry of Finance and Treasury of Bosnia and Herze-
govina, with the financial support of the Austrian Development Agency (ADA) and the UK Department of Inter-
national Development.

The workshop was attended by over one hundred senior civil servants from potential candidates and candidate
countries of the Western Balkans and Turkey, as well as representatives of the donor community, EU Member
States, EU Delegations in beneficiary countries, European Commission DG involved in managing the Instrument
for Pre-Accession Assistance (IPA)'. The workshop was a follow-up to two previous events: the “Conference on
Donor Coordination in the Western Balkans and Turkey” held in Tirana in April 2009 and the “Conference on Ef-
fective Support for Enlargement” held in Brussels in October 2009. The Tirana conference concluded there was a
need to develop sector strategies, enhance donor coordination at sector level and secure high level political will
in the beneficiary countries for this approach. The October 2009 conference, jointly organised by the European
Commission and the Swedish Presidency, concluded that a strategy-based approach to programming based on
the countries’ needs and strengths can contribute to more effective pre-accession aid.

Within this context the aim of the Workshop was to explore principles and working practices for the formulation
of sector strategies and to share practical experience and lessons-learned by countries which aspire to accede to
the European Union. The workshop brought participants together over two days during which time experience
was shared through a combination of keynote presentations, working group sessions and case examples around
four main themes:

- Formulation of sector strategies

- Linking sector strategies to EU integration objectives

« Governance of Sector-Wide Approaches

« Benchmarking and evaluation of Sector Wide Approaches

The outcomes of the workshop are brought together in this document in a format which is intended to be of
practical use to participants of pilot sector approach processes in IPA beneficiary countries. The preparation of
the document was financed by DFID and led by Anne Bartholomew of Mokoro Consultants, working in consul-
tation with workshop participants. The document represents material, presentations and discussions from the
event, rather than expressing definitive positions of any participating organisation.

Readers are invited to use the document as a resource when working on sector approach processes. In doing so, it
is likely that you may wish to refer to other material which is referenced in the document, or to the full documen-
tation of the workshop, which is available from the Ministry of Finance and Treasury of Bosnia and Herzegovina?
and DG Enlargement?® websites. When using the report, please be aware that this is a new and evolving concept
in the region, and for this reason you should seek to obtain additional guidance on current developments.

Dragan Vrankic Gerhard Schumann-Hitzler
Minister of Finance and Treasury Director, DG Enlargement
Bosnia and Herzegovina European Commission

' Alist of participants is annexed to the Report.
2 http://www.trezorbih.gov.ba/bos/index.php?option=com_content&task=view&id=476&Itemid=177
3 http://ec.europa.eu/enlargement/projects-in-focus/donor-coordination/meetings_events_conf_coord_aid_en.htm
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from the Sarajevo Workshop
22-24 March 2010

A “How to” Note

Introduction

A sector-wide approach is a way of working between partner countries, donors and other stakeholders. The aim
of the approach is to ensure government ownership, increased coherence between national policy, sector policy
and resource allocation, and to minimize transaction costs. Sector approaches emerged as a response to changes
in aid architecture in the late 1990s. They were aimed at improving aid effectiveness and are in line with develop-
ment partners and country commitments to the Paris Declaration on Aid Effectiveness of 2005. A key objective
of introducing sector approaches has been to increase the efficiency and effectiveness of pubic service perform-
ance, particularly service delivery.

The benefits of sector approaches, for the Instrument for Pre-Accession Assistance (IPA) beneficiary countries?,
were first discussed in conferences (Brussels 2008, Tirana 2009) held by the European Commission and partners
on donor coordination and enlargement in the Western Balkans and Turkey. The most recent conference in Brus-
sels (2009) concluded that a move to a sector-wide approach would improve the effectiveness and efficiency of
partners’ financial assistance. A sector wide approach would strengthen ownership of IPA beneficiary countries
and increase harmonisation and alignment among donors that are working towards specific well-defined results.
The follow-up Sarajevo workshop of March 2010 was designed to identify working methods for the formulation
of sector approaches and to deepen understanding of their application in the context of enlargement.

This publication is designed to provide practical guidance on how to implement a sector approach within the
context of EU enlargement. It is aimed at both national governments and donor staff in pre-accession countries.
Its purpose is not to be prescriptive, but to give a framework for how best to support a sector approach. It draws
on the outputs of the March 2010 Sarajevo Workshop and incorporates case-studies and lessons learned from
participants’ experiences.

The note begins by outlining the main characteristics of a sector approach and proceeds to examine the main
building blocks of sector approaches. It explains the steps needed to implement them and finishes with a discus-
sion of the experience of sector approaches in the region to date - key challenges, lessons learned and examples
of best practice.

4 The Candidate Countries are Croatia, the former Yugoslav Republic of Macedonia and Turkey. The Potential Candidates are Albania, Bosnia and
Herzegovina, Serbia, Montenegro and Kosovo (under UNSCR 1244/99).
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What is a sector approach?

A sector approach is a way of working together between government, donors and other key stakeholders (see
Box 1). In practice, a sector approach involves a sector strategy with a set of objectives, a sector programme de-
veloped by a partner country (with the support of development partners), a medium-term financial framework
for the delivery of reforms and other needs, and a network of development partners working together with the
partner country to support reforms.

Box 1: Definition of a sector approach

A sector approach is a way of working together between government, donors and other key
stakeholders. It is a process aiming at broadening government and national ownership over
public sector policy and resource allocation decisions within the sector, increasing the coher-
ence between policy, spending and results, and reducing transaction costs. (EC, 2007)

Source: Support to Sector Programmes Covering the three financing modalities:
Sector Budget Support, Pool Funding and EC project procedures
http://ec.europa.eu/development/icenter/repository/Support-to--Sector-Programmes_27072007_en.pdf

Once a Government has identified a sector and has approved a single policy strategy with one budget and one set
of results, the most appropriate aid modality can be chosen to support the implementation of the strategy by do-
nors: project, budget support or pooled funding.

A useful way of looking at sector approaches is as a type of programme based approach (PBA) that operates at a
sector level. PBA's can be defined in the EU enlargement context as:

Away of engaging in EU integration activities based on the principle of co-ordinated support for a locally owned national
programme, a sector programme, a thematic programme or a programme of a specific organisation”®.

The main characteristics of a PBA are as follows®:

+ Leadership by a host country or organisation

« Asingle comprehensive programme and budget framework

- A formalised process for donor coordination and harmonization of procedures for reporting,
budgeting, and financial management

« Efforts to increase the use of local systems for programme design and implementation,
financial management, monitoring and evaluation

A sector approach has all the features that apply to PBA’'s and involves the promotion of national ownership,
strengthening of results orientation and coordination of donor inputs with other resources. In this approach a
donor may continue to support specific activities or to co-finance a sector strategy with other donors, the gov-
ernment and other stakeholders. In both cases the support will be designed strategically and reduce transaction
costs and duplication.

This means that the activities of the government, donors, the private sector and NGO's are considered within the
sector framework. The aim is to coordinate the activities of all stakeholders towards objectives established by the
government within the EU integration context and a coherent public expenditure framework.

> OECD-DAC(2006)“Harmonising Donor Practices for Effective Aid Delivery, Volume 2: Budget Support, Sector Wide Approaches and Capacity Development
in Public Financial Management,” DAC Guidelines and Reference Series, OECD 2006
5 CIDA (2008) Operational Guide to Program-Based Approaches, February 2008

~
=
[*]
(]
o
S
Q
Q.
(]
e
(=]
-
9]
7]
n
(]
b
L
(]
E
(o]




o~
"
(]
<=
[*]
(1]
o
S
o
Q.
L]
£
(=]
-
9]
]
v
>
é
L

Why are sector approaches appropriate for countries
engaged in the EU accession process and why are
they likely to be effective?

Current situation

IPA beneficiary countries are committed to undertaking major economic, political and social reforms in order to
meet the conditions for EU membership. The EU and other donors provide different forms of assistance to help
countries achieve their objectives. To date, although most EU projects are underpinned by country strategies,
these are often narrow in scope and projects are implemented on a stand-alone basis. Coherence can be further
improved between the overall reform environment and specific sectors and other donor activities.

Benefits of a sector approach

A sector approach and sector programmes, based on the needs and relative strengths of a country, can help de-
termine the strategic objectives for which EU financial assistance is most needed and they can contribute to more
effective pre-accession aid. Sector approaches also ensure that donor support is more strategically aligned with
national priorities and policies for EU integration. It is expected that a move to a sector approach would improve
the effectiveness and efficiency of financial assistance. This will be achieved by strengthening ownership by IPA
beneficiary countries, as well as by increasing harmonisation between governments and donors working towards
specific, well-defined results. In the context of IPA, a sector approach can assist countries to move towards the
following good practices:

Setting medium to long term priorities consistent with EU integration objectives and

socio- economic development needs.

« Assigning national budget allocations and external assistance to priorities.

« Ensuring that line ministries have the administrative capacity to lead and efficiently
implement policies and programmes.

+ Agreeing targets and indicators with donors to assess progress.

A sector programme for an IPA beneficiary country should identify what is needed to modernise a sector and
align it to EU standards. It should be based on a country’s own national development plan and be underpinned
by the EU’s overall enlargement policy as well as by the country’s Accession/European Partnership and SAA. It
should also allow for EU integration priorities and be strategically planned for and sequenced at an early stage.

Moving to sector approaches will provide a more coherent framework for undertaking the reforms needed for EU
accession and the assistance provided which supports this. It will also provide objectives, targets and indicators,
which can be used to make assistance more results orientated. It will improve the mechanism for reporting on the
implementation of projects and delivery of their activities and outputs.

Why will a sector approach be effective?

A sector approach is likely to be effective in the Western Balkans and Turkey as the EU is the dominant donor and
the region consists mainly of smaller countries with an EU perspective, and EU accession is a medium term goal
for all of them. They are all beneficiaries of IPA established by the EU to deliver aid to support the region’s efforts
towards EU integration.



The IPA instrument is a single framework that provides assistance under five components (see below) depending
on the development needs of the beneficiary and the progress it makes towards compliance with the political
and economic criteria and the acquis communautaire, better known as the Copenhagen Criteria (see Annex 1). The
European Council Regulation, which established the IPA instrument’, states that assistance for candidate countries
and potential candidates should be used to support efforts to strengthen democratic institutions and the rule of
law, to reform public administration, to carry out economic reforms, to respect human as well as minority rights,
to promote gender equality, to support the development of civil society and to advance regional cooperation as
well as reconciliation and reconstruction, and to contribute to sustainable development and poverty reduction in
these countries. It should be therefore targeted at supporting a wide range of institution building measures.

Under the IPA instrument, assistance for candidate countries should additionally focus on the adoption and im-
plementation of the full acquis communautaire, and prepare candidates for the implementation of the Commu-
nity’s Agriculture and Cohesion policy. Assistance for potential candidate countries may include some alignment
with the acquis communautaire, as well as provision of support for investment projects aiming, in particular, at
building management capacity in the areas of regional, human resources and rural development.

All member state donor funding at the bilateral level and the majority of non-member state donors and multi-
lateral agencies such as the World Bank support the EU Accession agenda, which provides unique leveraging po-
tential for sector approaches. The adoption of a sector approach would provide the optimum basis for coherence
between donor support for accession requirements and broader development needs. The sector approach will
allow for complementarity. Donors provide different forms of financial assistance - grants, soft loans, loans - and
they provide different forms of technical assistance and policy advice. Donors have different degrees of flexibility
and deliver support at different stages. Sector approaches maximise the potential for complementarity between
different modes of support, and help to rationalise it through an appropriate division of labour. The impact of
the global economic and financial crisis has hit the region hard, and drivers of growth in the pre-crisis years are
unlikely to return quickly. In this context it is particularly important for IPA funding, other grants and loans to be
even better coordinated to foster recovery.

Although beneficiary countries in the Western Balkans and Turkey are non-aid dependant and there is generally
a high caliber of government official, capacity is limited and there is scope to use mechanisms such as sector ap-
proaches, to clarify accountabilities, including government’s accountability to donors and its citizens, and donor
accountabilities, and therefore to maximize external resources.

The five components of IPA financial are :

| Transition assistance and institution building

I Cross-border cooperation (with EU member states and other countries eligible for IPA)

[l Regional development (transport, environment and economic development)

IV Human resources development (strengthening human capital and combatting exclusion)-
V' Rural development

Beneficiaries with candidate status can benefit from support under all components®. Potential candidate coun-
tries can only make use of components (i) and (ii). However, the scope of component (i) for potential candidate
countries includes support for policy development as well as preparation for implementation and management
of the Community’s common agricultural and cohesion policies. By considering the development of sector ap-
proaches under component (i), in conjunction with the prospect of operational programmes and budgets deliv-
ered under IPA components (iii), (iv) and (v) in the framework of the decentralised management process, there
can be synergies and scope for adding value to the assistance under different components.

In order to facilitate this approach, the EU intends to include the development of sector approaches in the new
Multi-annual Indicative Planning Documents (MIPD) 2011-2013. The EU is also considering a move to a multi-
annual mode of programming to develop three-year programmes to allow for better prioritization and sequenc-
ing of actions.

7 Council Regulation (EC) No 1085/2006 of July 2006

8 Component ii prepares potential EU members to implement Structural Funds’ Territorial Co-operation objective; Component iii prepares potential
EU members for the European Regional Development Fund and the Cohesion Fund; Component iv is preparatory to the European Social Fund and
Component v is preparatory to the Agriculture and Development Fund.
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Building blocks of a sector approach

The three main building blocks of a sector approach are a sector policy and strategy, a sector budget that op-
erates on a medium term basis and a sector coordination framework. The other two elements are institutional
strengthening and capacity building and a performance monitoring system.

In addition to these five elements it is important to take into account contextual factors that influence the per-
formance of a sector. These are macroeconomic policy that should provide a stable environment for the sector,
along with predictable resource levels. Good public financial management systems are also needed to ensure
that sector priorities are reflected in budget allocations.

A more detailed explanation of the main building blocks for sector approaches is provided in Box 2 below.

Box 2: Main building blocs for a sector approach

Core building blocs of a sector approach

« A sector policy and strategy: this should outline government objectives for the sector and be used to
develop annual plans based on agreed priorities.

« A sector budget and medium-term expenditure perspective: the budget should reflect the sector policy
and strategy and be developed within a medium-term perspective. This should ideally be linked to the
national expenditure planning process.

A sector coordination framework: there should be a formalised government led process for aid coordi-
nation and dialogue at sector level. This should involve a broad consultation mechanism that involves
all significant stakeholders.

Two other key elements

« Institutional setting and existing capacity: one of the main focuses of sector approaches is to strengthen
government capacity and to undertake this through using government systems. A capacity develop-
ment strategy led by the government is often the mechanism by which this is undertaken.

« Aperformance monitoring system that measures progress and strengthens accountability: the focus of any
system should be on results and feedback into sector management and policy. This often takes the
form of a performance assessment framework, which is monitored to assess progress towards strategic
objectives.

In the context of beneficiaries in the Western Balkans and Turkey, the experience has shown that most develop a
sector strategy first and then move towards developing sector budgets and financing frameworks later. It should
be emphasised that there is no right or wrong approach and much depends on the country context.

For example in Bosnia and Herzegovina (BiH) in the public administration reform sector, a sector plan was de-
veloped and a pooled funding mechanism established relatively early in the process. In the former Yugoslav
Republic of Macedonia, a lot of effort was directed at establishing action plans, donor coordination mechanisms
and codes of conduct prior to developing the sector programmes, with a decision made to try to move to non-
project forms of funding at a later date. In much of the region, monitoring and evaluation frameworks have been
addressed much later in the process or have not yet been developed.
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Steps in implementing a sector approach

This section gives the main steps in establishing a sector approach and outlines the key issues that need to be
considered when designing a sector approach and the main components that need to be put in place.

Step 1: Agree on which sectors would benefit from a sector approach

The first step is to agree on which sectors are the most appropriate for a sector approach by assessing which sec-
tors are a priority in the context of EU accession. The institutional arrangements, capacity and management of
each sector should then be reviewed to establish if such an approach is likely to be viable.

Experience in other regions indicates that sector approaches are more likely to be successful where all stakehold-
ers agree that a sector approach is needed; where there is consensus on strategic plans and objectives; where
sector coordination is good and there is strong leadership from the key institution in the sector. These criteria are
outlined in greater detail in Box 3 below.
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Box 3: Criteria for a successful sector approach

The criteria for a successful sector approach are:

| A broad consensus between Government and aid partners on key sector policy, strategy and management
issues

Il Asingle dominant sector ministry and manageable institutional relationships, as strong and effective leader-
ship from the sector ministry has been an important factor in most successful sector approaches.

Il Broad and effective government ownership which has three components which are strong and effective lead-
ership at sector ministry level, commitment to the process at senior political level, and active involvement

of the Ministry of Finance.

IV An experienced ‘lead aid partner’ or lead group of partners willing to support government in managing do-
nor and stakeholder coordination through good advice and through bringing other donors into line when
necessary.

V' Incentives that are compatible with the objectives of a sector approach as a sector approach is more likely to
be successful if there are civil service and other government-wide reforms in place to create incentives and
performance-related rewards for the stakeholders.

Itis also useful to consider the scope of the sector approach to be implemented and which institutions and activi-
ties will be included. In particular it is useful to bear in mind the following factors when establishing appropriate
sectors

« The sector as defined by the government.

 The institutional framework and the capacity of the lead ministry and organizational complexity of the sector.
« That there is a trade-off between being broad to ensure coherence, but narrow to limit complexity.

« Ifthere is a fairly coherent and consistent policy in the sector or sub-sector.

+ The budget framework and how comprehensive this is in terms of sector coverage.

As a consequence of these factors, sector approaches can commonly be found in the Health, Education and
Transport sectors. These sectors are more likely to have clearly defined sector boundaries and organisational
mandates. They more closely comply with the main characteristics that define sector approaches, namely a focus
on service delivery, high public expenditure and aid partner financing.
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However, more sector approaches are being established in non-traditional sectors such as Rural Development,
Public Administration, Justice or Environment. | is likely that many of the sector approaches in the Western Bal-
kans and Turkey will be in these areas and a main focus of IPA programmes.

If successful sector approaches are to be established in these sectors it will be important to pay close attention to
getting policies and institutional and management arrangements right, particularly when there are many organi-
zations involved. Flexibility is also important to ensure that the design of the sector approach fits with the sector
context and is appropriate to the challenges involved.

In practice it is normally beneficial to pilot the concept of a sector approach in one or two sectors in a country and
draw on the lessons learned before rolling out the approach to other sectors.

It is essential that preparatory work is done to assess the suitability of a specific sector for a sector approach.
Such preparatory work could include the establishment of government-led sector working groups, which would
have responsibility for effective donor coordination; developing short and medium term plans for the five main
elements of a sector approach i.e. to identify the capacity building needs and the institutional arrangements of
the sector before implementation commences. The working group would consult on strategic documents and
make an assessment based against agreed criteria in order to identify sectors with readiness in the short and the
medium term. Box 4 illustrates the areas that the former Yugoslav Republic of Macedonia assesses to identify
potential sector approaches.

Box 4: Assessment of potential sector approaches in the former Yugoslav Republic of Macedonia

The following areas were assessed to identify programmes suitable for sector approaches:

Scope of the programme: to reach a common understanding on the area covered by the sector ap-
proach and possibility of selecting subsectors in a phased manner.

Analysis of key programme stakeholders and the best organisational set-up of a dialogue and sector
approach implementation mechanism. This includes sector approach guiding principles and a code of
conduct outlining how to work together.

Availability of programme priorities and key medium-term results framework to anchor the approach

in the respective programme area based on sector and sub-sector strategies

Initial assessment of institutional capacity in the respective programme area including identification
of capacity gaps

Stocktaking of all international partners assistance and projects a comprehensive view of who is pro-
viding what support.

Based on this assessment a sector approach action plan was developed and
coordination mechanisms established.

Step 2: Agree the sector policy framework

A good sector policy framework is the main element of any sector approach. It provides a statement of govern-
ment objectives and how these will be achieved. The sector strategy or plan outlines how the government will
implement the sector policy. It is normally a medium-term document covering a period of 3 to 5 years.

It is not necessary to have a perfect plan but it should at the minimum, outline the main sector objectives and
strategies for how these will be achieved. The strategies and activities that derive from the plan should be re-
flected in sector budgets with a process outlined for reviewing results and outcomes and updating the policy.
It is important that there is a broad consensus on the main objectives and strategies included in the plan. This
ensures that government, development partners and other stakeholders agree on the direction in which the sec-
tor is moving.

A strategic planning exercise was undertaken in Bosnia and Herzegovina, for the Justice sector. This involved
defining the Justice sector, assessing existing strategies and determining how the sector strategy would fit with
these. The priorities for the sector were agreed, as were clear roles and responsibilities for drafting and adopting
the strategy and monitoring and reporting on implementation.
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There needs to be a clear link between sector policy and budgeting. To support the sector policy a comprehen-
sive and transparent sector budget is essential, providing a clear view of resources available to the sector. The sec-
tor plan should be properly costed and prioritised within a realistic estimate of the resource envelope available
from both donor partners and government. It should be comprehensive and include all resources provided to the
sector, both external and internal and include all expenditures (capital and recurrent expenditures). It should be
credible with actual budgetary outturns in line with planned expenditure.

Ideally the sector budget should be developed within a Medium-Term Expenditure Framework (MTEF). An MTEF
is a transparent planning and budget formulation process within which governments and central agencies es-
tablish credible contracts for allocating public resources to their strategic priorities while ensuring overall fiscal
discipline. The process entails two main objectives: the first aims at setting fiscal targets, the second aims at allo-
cating resources to strategic priorities within these targets. When Australia embarked on a comprehensive reform
program in the early 1980s a key consideration was the perceived inadequacies in the links between policies and
programs and the resources allocated to their implementation. Fiscal crisis subsequently raised fundamental
concerns about the affordability of current government policies. The response to this was to take the system of
forward estimates which had played a peripheral role in decision making and place it at the centre of both re-
source allocation decision making and resource use®.

One appropriate generalization of MTEF is that it is a top down guide to strategic allocations of available resourc-
es and a bottom-up estimation of the current and medium-term costs of existing and planned policy. Costs are
matched with available resources and estimated on a medium-term 3 to 5 year basis. However, it is most impor-
tant to develop a credible budget first and gradually build up an MTEF later.

In Albania work has been undertaken to more closely link sector plans and financial management systems. A
strategic framework has been developed with 12 sectoral and 14 cross-cutting strategies adopted by the Gov-
ernment in an integrated planning system. This is closely linked to the medium-term budget programme where
there is an explicit link between budget allocations and programme policy objectives.

Step 3: Agree on a framework for institutional arrangements and coordination

Mechanisms for sector coordination and dialogue are crucial for a sector approach. The coordination process has
two elements: coordination of government and other national stakeholders, and coordination of donor partners
in the sector. The overall process involves mechanisms for coordination, consultation and harmonization of ap-
proaches.

Sector coordination mechanisms should be consistent with the structure of the national government, and cer-
tainly not a substitute for them. The government should take the lead on sector mechanisms such as sector
working groups. These mechanisms should be connected to the wider framework of coordination and dialogue
around national strategies. The lead sector ministry should have responsibility for the implementation of sector
programmes. Other ministries relevant to the sector and other cross-cutting ministries such as civil service and
local government and, importantly, the Ministry of Finance and the Ministry of Planning (or its equivalent) should
be involved. In cases where more than one ministry is involved in delivering aspects of the sector programme
there needs to be clear lines of communication and clear responsibilities in terms of overall targets and indicators
to be achieved through the sector programme.

Institutional accountability should be in line with the country’s system of decentralisation at central, regional and
district government levels. Non-governmental stakeholders will include for-profit and not-for-profit service pro-
viders, as well as civil society organizations. All development partners in the sector should be included, regardless
of the modalities they use for support.

Processes for coordination tend to start out as loose agreements on ways of working, but over time there is a ten-
dency for more formal agreements and structured mechanisms to be formed. Sector coordination arrangements
may include the following:

+ ASector Working Group chaired by the sector ministry and including other key national stakeholders and all partners.
« A Joint Annual Review to monitor sector progress and evaluate the performance assessment framework.

° The Australian Experience with a Medium Term Expenditure Framework: Annex 7 of China PER, by Bert Hofman
http://siteresources.worldbank.org/INTPEAM/Resources/Annex7.doc Word Document (39 KB)
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« A Programme of Work which is an annual agreement on activities, performance objectives and benchmarks.

« A Joint Financing Agreement that outlines the obligations of development partners and government and proce-
dures for channelling funding and a memorandum of understanding on the division of labour.

« A Memorandum of Understanding on division of labour

Under the EU Code of Conduct, EU donors will work towards and support the establishment of a lead donor
arrangement for a sector approach thereby reducing the transaction costs for both the beneficiary and donors
The lead donor should be given a substantial mandate for specific aspects of sector policy dialogue and have an
obligation to regularly consult with other donors in the sector. The lead donor model might differ from one case
to another. A team of supporting donors which take on roles according to local needs and circumstances could
be envisaged where relevant. The important objective is to ensure that the partner country is faced with a struc-
tured donor set-up, which for example identifies who is the lead donor, which donors have agreed to delegate
authority to another donor for the administration of funds and sector policy dialogue with the government,
which donors will phase out of support to a sector, and which might redeploy to another sector.

In Albania the coordination process is being carried out through the fast track initiative on division of labour (FTI-
Dol), which supports the implementation of the EU Code of Conduct in Albania on division of labour. This proc-
ess includes a division of labour between donors, outlines the responsibilities of lead donors within the Albanian
Government led coordination structure in sectors most relevant to EU integration and outlines agreements on
common goals and scope of work (roles and responsibilities). Following the EU Code of Conduct is also an ap-
proach the former Yugoslav Republic of Macedonia intends to take in implementing sector approaches in the
sectors that have been identified as being appropriate for a sector approach.

The EU Toolkit for the implementation of complementarity and division of labour in development policy is a use-
ful resource document that brings together current experience on the division of labour on the ground™.

Step 4: Agree on capacity building strategy

One of the main objectives of a sector approach is to strengthen government systems and donor incentives to use
country systems. Using national planning, management, implementation, monitoring, and evaluation systems,
should contribute to the reinforcement of these systems. It is important that efforts are made by development
partners to use national systems where possible and support capacity building in areas that need strengthening.
This can be through technical assistance and training or through policy dialogue to facilitate access to new ideas
or management approaches.

This focus on capacity development also fits with the EU accession process as significant country capacity is
needed to comply with acquis requirements. Sector approaches themselves require a reasonable level of capac-
ity among public officials in the sector, which often has to be developed.

The success of a sector approach, and the degree to which outcomes are achieved, is also determined by insti-
tutional drivers of, and constraints to development, as well as by the capacity of the institutions and individuals
involved. An assessment of these factors can help clarify where the main constraints or bottlenecks lie.

Any assessment of sector capacity should examine the strengths and weaknesses of sector systems and the driv-
ers and constraints to performance. It should also examine the institutional setting and broader context within
which the system works. Early and systematic investment in capacity building is key to the process.

In the former Yugoslav Republic of Macedonia, capacity building needs have been assessed and initiatives have
been designed to address these needs as part of the preparatory work for the establishment of five sector pro-
grammes. This ensures that capacity building commences prior to programmes beginning. This capacity building
has been linked to programming within IPA Component 1 on Institution Building.

Step 5: Agree sector performance assessment system
A performance assessment system (which includes monitoring and evaluation) should be established to set tar-

gets and indicators to measure progress towards policy objectives, focusing on results and providing feedback
to management and policy. This is usually in the form of a sector Performance Assessment Framework (PAF). This

' http://ec.europa.eu/europeaid/infopoint/publications/development/42b_en.htm
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consists of a set of input (measures taken, resources used), output (immediate results of resources used/measures
taken), outcome (results at beneficiary level) and sometimes impact indicators (outcome of wider objectives).

A set of indicators, defined on objective, programme and project levels, needs to be developed. This gives a re-
flection of how the sector as a whole is performing and can highlight areas where further actions are needed or
policies need to be changed. The PAF is normally periodically monitored, but needs to be a manageable process
based on strengthening existing government monitoring, including data management, rather than developing
parallel systems. Ideally, this means linking and aligning donor monitoring frameworks to PAF and to a national
system for monitoring and reviewing processes of national plans. PAFs should be used to monitor progress in
achieving results in the sector rather than to impose conditionality.

Target/indicator setting is challenging because it has both political and technical dimensions, and requires high
level political commitment and trained staff. Monitoring and evaluation of a sector approach is only possible if pro-
gramming is at the appropriate level. In the enlargement context the logic and hierarchy of planning documents
with coherent indicators and targets should be identified. The emphasis should shift from output to outcome indi-
cators with a simplified log-frame. Only a small number of indicators are required to explain the key areas of sector
performance. Budgeting should be directly linked with strategic planning and target/indicator setting.

There has been some experience of establishing performance assessment systems in the context of sector pro-
grammes in the region. In Serbia, there is an ongoing process of defining the Performance Monitoring Frame-
work as a part of the mid- term planning documents at the public institution level. Since budget allocations are
approved per institution/budget user, this allows progress at project, program and objective levels to be meas-
ured. It also allows for linking performance at the objective level to specific projects/actions taken and resources
used. The weakness of this approach is the absence of a sector-wide perspective. The focus is on the institutional
objectives and plans based on the sector policy. In Turkey a system is in place for setting indicators and moni-
toring of the Education Operational Programme under component (iv) of IPA. Monitoring systems are currently
being developed in Albania for the sector approach in Education and in Bosnia and Herzegovina for the Justice
sector and the Public Administration Reform sector.
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The feasibility to carry out joint evaluations (beneficiary/donor) or, as a minimum for the EU and other donors,
to better coordinate evaluations, should be explored. There is a need to coordinate monitoring and evaluation
requirements under various IPA components. The quality of target/indicator setting is noted to be low in IPA
project and policy documents. More emphasis on outcome indicators is recommended. There is also a need to
consider the Results-Oriented Monitoring (ROM) system where monitoring is carried out independently under
the responsibility of consultants. The effectiveness of this system is also hampered by the lack of proper perform-
ance targets/indicators.

Step 6: Agree financing mechanisms for sector approaches

Once an assessment of the viability of a sector programme has been undertaken and the main components
have been developed, a decision needs to be made on the financing mechanism to be used. This can range from
projects to pooled funding, Sector Budget Support (SBS) or General Budget Support (GBS). Most financing for
sector approaches to date has been in the form of individual projects in the Western Balkans and Turkey. The
IPA beneficiary countries have mainly used project support and, occasionally, pooled funding. Under IPA, pro-
gramme assistance can be provided by the EU through a.o.:

| investment, procurement contracts or subsidies

I member state experts to build administrative cooperation
[l action to support beneficiary countries

IV aid in implementing and managing programmes

V in exceptional cases budget support

Some aid partners will often use pooled or sector budget support in line with the Paris Declaration of 2005, which
commits development partners to using more harmonized ways of working.

The most appropriate funding mechanism will depend on the circumstances. For example, in the former Yugo-
slav Republic of Macedonia project funding had traditionally been the main approach to financing external as-
sistance. When a decision was made to move to sector approaches, it was decided that moving to pooled funding

N
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and sector budget support would prove difficult in the short-term. Given this, it was decided to move towards
this type of funding at a later stage and explore possibilities in the short-term only if new projects were going to
be developed. In contrast, in Bosnia and Herzegovina, a decision was made to establish a pooled fund for finan-
cial assistance to support in the Public Administration Reform Sector

This section gives guidance on when each type of financing mechanism should be used and the advantages and
disadvantages of each approach.

Projects

Projects tend to be used by donor partners who are unable to pool funds with other partners or to use govern-
ment systems. Projects can also be used when the conditions for pooled funding or sector budget support are
not in place. This approach is compatible with a sector programme, as long as the development partner works
within the sector framework and informs the government of project activities and funding.

Most IPA support under a sector approach will be through projects but, within the framework of a sector ap-
proach this support will be better targeted and part of a better defined, prioritised and sequenced sector strategy.

In the context of IPA, projects often support essential capacity development for structures that are then used to
deliver financial support after the EU accession process is complete.

In order to ensure that projects fully support a sector approach, projects should be designed with the following
criteria in mind™.

+ Ensuring that the project is consistent with sector policy objectives.

+ Relying as far as possible on the use of government/national objectives for implementation of the project.

+ Taking account of other expenditures within the sector by government and other partners, so as to maximize future
recurrent cost implications.

« Providing full information to government on project budgets and expenditures, ideally in line with the same format
and timetable utilized for reporting on government expenditures.

« Minimising transaction costs wherever possible, through coordination with government and partners and, if appro-
priate, through co-financing of projects.

+ Engaging capacity development in a coherent and coordinated manner.

Pooled funding

Pooled funding or basket funding are mechanisms specifically designed to finance a sector programme. A pooled
fund is defined as:

“A fund that receives contributions from different external agencies, and in certain cases from governments, to finance
a set of budget lines or activities agreed as eligible in support to a sector programme” (EC, 2007).

Pooled funding differs from GBS and SBS, as pooled funds vary in scope, as these funds often do not cover the
entire sector and may be for specific budget lines or a set of activities or sub-programme, such as primary educa-
tion. The management of the funds is often different as they are held in a separate accounts and may be exter-
nally managed.

In the public administration reform sector approach in BiH a pooled fund was successfully established to sup-
port the process. Sida, the Royal Netherlands Embassy and DFID contributed to the fund, while the EU provided
technical assistance.

" European Commission (2007), Support to Sector Programmes Covering the three financing modalities: Sector Budget Support, Pool Funding and EC
project procedures. http://ec.europa.eu/development/icenter/repository/Support-to--Sector-Programmes_27072007_en.pdf
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Sector Budget Support and General Budget Support

Sector budget support (SBS) is the transfer of financial resources from an external agency to the National Treas-
ury of a partner country in support of a sector programme. Development partner funds are mixed with domestic
resources and used in accordance with national budgetary systems. Sector budget support can be defined as'*

+ Aid that uses the normal channel used for government’s own-funded expenditures. Aid is disbursed to the govern-
ment’s finance ministry (or “treasury”), from where it goes, via regular government procedures, to the ministries, de-
partments or agencies responsible for budget execution.

+ Aid that has dialogue and conditions and other inputs associated with the sector and should be predominantly fo-
cused on a single sector.

SBS can be delivered in different ways with funding earmarked against specific public expenditure. This earmark-
ing can be broad i.e. with funds earmarked against overall sector expenditures for a sector, or narrow i.e. when
funds are earmarked to specific sector budget lines.

SBS should only be used when public finance management (PFM) capacity is fairly strong and the following con-
ditions are in place.

« A well defined policy is in place or under implementation
+ Acredible and relevant programme to improve PFM is in place or under implementation
+ Astability orientated macro-economic policy is in place or under implementation.

General Budget Support (GBS) is similar to SBS as it consists of a transfer of funds to the national treasury, but dif-
fersin that it aims to support the partner countries’ development policy and national aims and objectives. Some-
times development partners choose to roll their sector funding into GBS without stating the level of funding that
should go to the sector. This has the advantage that partner governments make decisions on budget allocations
at the sectoral level, which should lead to a more efficient allocation of resources. The donor partner still engages
in dialogue and processes at the sector level. The advantages of this approach are similar to those related to SBS
that are outlined above.
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Budget support has been used successfully by the European Commission outside the region, for example, in
Tunisia. In this case, GBS and SBS have been used for tertiary education. In both cases funding was linked to
implementation of reforms with complementary technical assistance. This resulted in strong coordination and
ownership by government, as well as a high level of policy dialogue and lower transaction costs for both the
government and the EC.

Budget support is an exceptional, but not marginal, tool under IPA. The IPA Regulation (article 15.1) provides a
legal basis for budget support. It sets out the following eligibility criteria:

« Support shall be exceptional;

It will be in support of sectoral/macroeconomic policies approved by IFI’s;

«  Where there are sufficiently reliable and efficient administration of public finances; and
+ Conditional disbursement

These criteria were applied to a request by Serbia for GBS in the wake of the global financial crisis. Exceptional
GBS was approved under Serbia’s 2009 Annual IPA Programme. The funds (€ 100 million) were provided to help
mitigate the economic and social impact of the necessary re adjustments of public expenditure made in response
to the crisis while keeping a focus on reforms needed for preparation for EU accession.

Neither GBS nor SBS would be used to deliver Components (iii), (iv) and (v) of IPA. This is because these Compo-
nents have their own specific delivery mechanisms which are designed to prepare beneficiaries for the manage-
ment of structural funds upon accession.

2 Williamson, T and C. Dom (2009)
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Sector approach implementation under different conditions - risks
and opportunities of a sector approach

Itis important to analyse when a sector approach might be relevant and what should be the first stages in imple-
menting such an approach.

First, it is important not to become too preoccupied with developing a perfect sector plan, as both planning and
budgeting can be improved while the sector approach is being implemented. More importantly it is critical that
the plan is genuinely adopted by the government. It is also important that the most significant donor partners
in the sector have aligned their support to the plan and the sector has the capacity to take the sector approach
forward. The institutional set up must also be conducive to the sector, with either a strong lead ministry or a vi-
able mechanism for sector coordination.

In the enlargement context it is recognised that the shift to a sector approach needs to be incremental and that
beneficiaries and donors should work to improve the capacity for effective and evidence-based national priority-
setting. The latter will provide a firm foundation for deciding which sectors should be prioritised and where ef-
forts should be focused on developing more strategic approaches in areas where there is not immediate sector
readiness. Improved policy making capacity and strategic planning can then be used to develop sectors in a
medium term perspective. This can help ensure that sequencing of programming is most appropriately adapted
to accession requirements.

Second, it is important to be flexible and fit the design of the sector approach to the country context. There is
no need to develop all elements of the sector approach at the same time. Rather a step-by-step process should
be followed, prioritizing the development of a sector plan with the other elements of a sector approach. Mecha-
nisms, such as Performance Monitoring Frameworks, joint funding mechanisms and medium-term sector budg-
eting may not all be achieved at the same time.

Third, experience in other regions points to alignment with government plans and systems being more impor-
tant than donor partners spending time harmonising with each other.

Fourth, capacity development should be at the core of any sector approach and should focus on all key sector
institutions.

Finally, there should be an assessment of the risks of a sector approach. Although there are distinct benefits from
adopting a sector approach, it is important to bear in mind that there are risks which should be considered. Meas-
ures to overcome these risks should be built into sector approach design.

Some potential risks concerning government institutions are:
+ Capacity to implement and manage a highly intensive process;
+ Executive capacity to negotiate with other decision makers in the public sector;
+ Lack of adequate capacity to ensure accountability, particularly during the initial phase;
« Political risks due to a change of administration, leadership or strategy, in particular during elections;
+ Blockages or delays to implementation of priority activities;
+ Possible reduction of public expenditure in the sector;
+ Not receiving partner funds for the sector as the partner withdraws or key conditions are not met;
+ Centralisation of decision making and implementation, which would not allow the participation of decen-
tralized or other institutions in the sector.

And concerning donor partners are:
+ Lack of willingness to discuss and accept different approaches and technical criteria among aid partners.
- Establishment of different technical and legal requirements by aid partners.
« Frequent rotation of international staff leading to discontinuity.
- Different degrees of style and decentralization of agencies, particularly related to decision-making.
«  Competition among bilateral and multilateral agencies.



Sector approaches in practice

This section examines the practical experience of implementing sector approaches in the Western Balkans and
Turkey and outlines the main challenges faced, lessons learned and best practice that has emerged from this
experience.

The experience of the Western Balkans and Turkey

Sector approaches are relatively new in the Western Balkans and Turkey, although most countries have devel-
oped some aspects of sector programmes already. There is a great deal of experience of sector strategy formula-
tion in the region and some examples of pooled funding mechanisms, but very few programme based sector
budgets have been established. There is little experience in the use of monitoring and evaluation frameworks,
but a growing trend towards the use of sector working groups and developing sector coordination mechanisms.
This means that although the experience of establishing fully-fledged sector programmes is limited, some of the
building blocks for sector approaches are already in place in most countries.
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The 35 chapters of the acquis communautaire form the basis of the accession negotiations for each candidate
country. They correspond to the different areas of the acquis for which reforms are needed in order to meet ac-
cession conditions. At the general level this requires a well-functioning and stable public administration built on
an efficient and impartial civil service, and an independent and efficient judicial system. The Sarajevo Workshop
recognised that, despite the importance of Governance/PAR and Justice, there may be less political and technical
readiness to progress in the short term to a sector approach in the areas. Consequently, good practice and lesson
learning should be highlighted and shared in order to accelerate more strategic approaches to programming in
these areas. Progress in these areas could also be made through an incremental approach to developing sector
approaches, with an acknowledgement that there would be complimentarity between sector and project ap-
proaches and that it could also be possible to apply various hybrids of these approaches.

Many countries are improving their sector level planning: with the development of sector programmes in Bosnia
and Herzegovina. Montenegro and Kosovo™ are all at the early stages of implementing sector approaches. In
the former Yugoslav Republic of Macedonia and Albania sector programmes have been developed, including
medium-term budget frameworks.

A sector approach is being established in the Justice Sector Reform Programme in Bosnia and Herzegovina. A
strategic plan has been developed and a joint donor financing mechanism is under development. A number of
lessons emerged from the strategic planning process. There were clear benefits that stemmed from the realisa-
tion of a common vision, establishment of common priorities, identification of areas for common support and
an improvement in harmonisation and coordination. However, problems occurred due to a lack of capacity and
political will to implement the strategy. Institutional and inter-institutional coordination was also difficult.

The Public Administration Reform sector approach in Bosnia and Herzegovina has been successful in providing
a framework for institutional reform and donor fund management through pooled funds. During implementa-
tion it was discovered that it takes considerable time to establish such an approach and it is important to ensure
institutional support for reform at the beginning of the process, as without this progress is constrained. It was also
found that there was a need to strengthen the absorptive capacity in the sector and implement a capacity build-
ing programme. Staffing changes have highlighted the need to find ways to preserve the institutional memory of
the reform process. Key recommendations were to develop a sense of ownership over the process by the govern-
ment and, in the planning phase, to identify key needs rather than desires.

In Kosovo, a large number of donors are supporting a pilot phase for a sector approach in Education. Turkey is
also developing sector programmes in some areas such as education.

3 under UNSCR 1244/99
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In Albania there has been considerable work made in developing strategic frameworks which provide for: inte-
grated plans which outline medium-term budget commitments, a comprehensive monitoring system for sector
strategies and “fast track” division of labour between stakeholders. The Education Excellence and Equity Program
in Albania resulted in increased ownership of the programme by the Education Ministry and other beneficiaries
and a stronger implementation focus, as everyone worked towards the same agenda. The main drawbacks expe-
rienced were a slowing of financial disbursements and a high turnover of government staff. It was concluded that
a much more integrated assessment of functional and administrative capacities in beneficiary agencies should
have been undertaken. This would have helped to identify risks early on and to plan mitigation measures

In the former Yugoslav Republic of Macedonia, it is intended to explicitly link the EU accession process to sector
approaches. A detailed analysis has been undertaken and certain priority sectors have been identified as ap-
propriate for sector approaches. An action plan for implementation has been prepared, and frameworks for dia-
logue, coordination and measuring results will also be established. The lessons learned were that the process of
identifying and establishing sector approaches is time consuming and requires considerable commitment from
both donor partners and government. Agreement on a Code of Conduct can help strengthen commitment and
help ensure the sustainability of the partnership. Establishing pre-conditions for the process, early on, was also
deemed to be important. A pragmatic approach was used to define sectors and there was an exchange of experi-
ence and knowledge among those involved in the process.

Challenges and lessons learned

Despite the generally positive experience of sector approaches, implementing a sector approach brings a vari-
ety of challenges as illustrated in the section above and the expected benefits are not always fully realized. The
Sarajevo Workshop highlighted the following challenges and lessons learned from the implementation of sector
approaches in the Western Balkans and Turkey to date:

Challenges

+ Alack of information and knowledge regarding sector approaches among beneficiaries

« Ensuring political commitment to the process by all stakeholders involved, including at sector and national level

+ Inter-ministerial and sectoral coordination is often a problem which hinders implementation

+ Sector approaches require a different skill set to that of implementing projects. These skills need to be acquired by
both beneficiaries and development partners.

«  Ahigh turnover of public officials can undermine capacity building efforts

« Many sector strategies are of poor quality, with no action plan or link to the budget, which hinders their use as a basis
for implementation of a sector approach

« Thereis little experience in the use of performance assessment frameworks among IPA beneficiaries

Lessons learned

+ Berealistic as to what can be achieved in the timeframe available. A sector approach is a long-term process and is likely
to take 2 to 3 years to implement.

« Stronger leadership and ownership by beneficiary governments is needed, particularly in line ministries

+ Human resource development is a key pre-condition for sector approaches and capacity development is needed for
Ministry of Finance staff and those in the line ministries

« There needs to be a better link between strategic plans, budget allocations, strategic objectives and identified priori-
ties

« The costing of sector strategies and realistic action plans need to be reflected in a national MTEF, to which a sector
MTEF is linked.

+  Programming should be developed jointly and should take place within the sector working group

« Complementarity between sector approaches and IPA should be maintained with mechanisms and structures devel-
oped for sector approaches used for the programming of IPA

15



Best Practices in implementing sector approaches

The following are best practices drawn from implementing sector approaches in the
Western Balkans and Turkey:

Preparatory work should be undertaken to assess which sectors are suitable for a sector approach;

+ The sectors identified should be a priority for EU enlargement;

+ A pragmatic approach should be taken when identifying sectors;

« Pilot sectors should be chosen for sector approach implementation in order to learn lessons, which can then be incor-
porated into a roll-out to other sectors;

«  Adraft structure or framework for implementation and an action plan should be developed prior to implementation;

« Efforts should be made to ensure political backing and ownership at national and sectoral levels;

+ Ensure Ministry of Finance commitment and involvement to make certain there is adequate integration of sector
plans and budgets with the governments’ planning and budget process;

« Establish a coordinated and consistent coordination and monitoring mechanism for sectors which includes top politi-
cal representation;

« Build capacity to ensure institutional readiness. Capacity building should begin prior to sector approach implementa-
tion;

« Development of good monitoring and reporting mechanisms is important and should be linked to national monitor-
ing systems.
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Additional materials on sector approaches

Anson, R and Pfaumann, p. (2006) The Role of Sector Wide Approach to Sustainable Rural Development in Central
America, RUTA Publications Series, Working Paper No 20.

Boesen, N. and D. Dietvorst (2007) Sector Wide Approaches in Motion: Sector Wide Approaches: from an Aid De-
livery to a Sector Development Perspective, Train 4 Dev.Net

European Commission (2007) Support to Sector Programmes: Covering the Three Financing Modalities: Sector
Budget Support, Pool Funding and EC Project Procedures, Guidelines No. 2.

Round Table 8 (2008) Enhancing Results by Applying the Paris Declaration at Sector Level, Outcome Document.

Vaillancourt, D. (2009) Do Health Sector-Wide Approaches Achieve Results? Emerging Evidence and Lessons from
Six Countries, IEG Working Paper 2009/4

9. Additional materials on sector approaches

Walford, V. (2007) A Review of Health Sector Wide Approaches in Africa, HLSP Institute, July 2007.

Williamson, T and C. Dom (2009) Sector Budget Support in Practice: Good Practice Note, Making Sector Budget
Support Work for Service Delivery, ODI and Mokoro

The EU Toolkit for the Implementation of Complementarity and Division of Labour in Development Policy

Materials produced for the workshop available at:
http://www.trezorbih.gov.ba/bos/index.php?option=com_content&task=view&id=476&Itemid=177

and
http://ec.europa.eu/enlargement/projects-in-focus/donor-coordination/meetings_events_conf_coord_aid_
en.htm
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Annex 1: The Accession or Copenhagen Criteria.

The Accession Criteria, or Copenhagen Criteria, are the essential conditions all candidate countries must satisfy
to become a Member State. They were set at the Copenhagen European Council in 1993 and at the Madrid Euro-
pean Council in 1995 and comprise:

- Political criteria: stability of institutions guaranteeing democracy, the rule of law and respect for human
rights, including the rights of minorities.

+ Economic criteria: a functioning market economy and the capacity to cope with competition and market
forces.

« The capacity to take on the obligations of membership, including adherence to political, economic and
monetary objectives.

« The creation of the conditions for integration through the adjustment of administrative and institutional
structures guaranteeing effective implementation of the acquis.

The acquis is the body of common rights and obligations that is binding on all the Member States of the Euro-
pean Union. It is constantly evolving and comprises:

« The content, principles and political objectives of the Treaties.

Legislation adopted pursuant to the Treaties and the case law of the Court of Justice.

« Declarations and resolutions adopted by the Union.

« Instruments under the Common Foreign and Security Policy.

« Instruments under Justice and Home Affairs.

« International agreements concluded by the Community and those entered into by the Member States
among themselves within the sphere of the Union’s activities.

In all areas of the acquis, the candidate countries must bring their institutions, management capacity and ad-
ministrative and judicial systems up to EU standards, both at national and regional level. This will allow them to
implement the acquis effectively upon accession and, where necessary, to be able to implement it effectively in
good time before accession. At the general level, this requires a well-functioning and stable public administration
built on an efficient and impartial civil service, and an independent and efficient judicial system. Detailed indica-
tions for each specific area of the acquis are given in the Guide to the Main Administrative Structures Required for
Implementing the EU Acquis [410 KB]

Adoption and implementation of the acquis are the basis of the accession negotiations.
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Annex 2: EU Code of Conduct on Complementarity and
Division of Labour in Development Policy

The Code proposes broad guidelines, which establish the principles of complementarity in development aid. In particular,
the Code consists of eleven guiding principles:

« Concentrate the activities on a limited number of national sectors (focal sectors). EU donors should confine their as-
sistance, in a partner country, to two sectors in which they offer the best comparative advantage as recognised by the
government of the partner country and the other donors. Apart from these two sectors, donors can provide budget
support and finance programmes relating to civil society, research and education.

+ Redeploy into other activities in-country (non-focal sectors). In regards to the non-focal sectors, donors should either
remain committed through a delegated cooperation/partnership agreement redeploy the resources becoming avail-
able in general budget support or exit from the sector in a responsible manner.

« Encourage the establishment, in each priority sector, of a lead donorship arrangement responsible for coordination
between all the donors in the sector, with a view to reducing the transaction costs.

+ Encourage the establishment of delegated cooperation/partnership arrangements through which a donor has the
power to act on behalf of other donors concerning the administration of funds and dialogue with the partner govern-
ment on the policy to be implemented in the sector concerned.

« Ensure appropriate support in the strategic sectors. At least one donor should be actively involved in each sector con-
sidered relevant for poverty reduction. In addition, there should be a maximum of three to five active donors for each
sector.

+ Replicate this division of labour at regional level through the application of the principles of the in-country division of
labour in cooperation with the partner regional bodies.

+ Designate a limited number of priority countries for each donor through dialogue within the EU.

+ Grant adequate funding to the countries which are overlooked as far as aid is concerned and which are often fragile
countries whose stabilisation would have positive repercussions for the region as a whole.

+ Analyse and expand areas of strength: the EU donors should deepen the evaluations of their comparative advantages
with a view to greater specialisation.

«  Pursue progress on other aspects of complementarity, such as its vertical and cross-modality/instruments dimensions.

«  Deepen the reforms of the aid systems: the changes suggested by the Code require reforms of a structural nature and
in terms of human resources.
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Annex 3: List of participants
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Mr.
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Mes.
Mes.
Ms.
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Mr.
Mr.
Mes.
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Mr.
Mr.
Mr.
Mr.
M:s.
Mes.
Mr.
Mr.
Mes.
Mes.
Ms.
Mes.
Ms.
Mes.
Mes.
M:s.
Mes.
Mr.
Mr.
Mes.

First Name
Tifani
Martina
Ivana
Aleksandar
Dunja
Ivana
Alma
Oriana
Valbona
Ledina
Josif
Dragan
Orhideja
Lidija
Mehmet S.
Ahmet
Mesut
Ali
Gordana
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