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The available data and indices on the 
social sector point to the existence of 
significant space for improvement in 

the quality of social sector related services 

across the Western Balkans region. This is in 
terms of both additional financing requirements 
and the need for improvement in effectiveness 
and efficiency. 

The purpose of this report is to provide ‘food 
for thought’ for policy and strategy discussions 
among WBIF stakeholders about the potential 
to expand the use of the WBIF in the social 
sector. 

Since its establishment in December 
2009, the Western Balkans Investment 
Framework (WBIF) has proved a very useful 
framework to enhance cooperation among 
beneficiaries, bilateral donors, International 
Financial Institutions (IFIs) and the European 
Commission (EC) in the Western Balkans. In 
so doing, it has increased the effectiveness of 
the financial and technical assistance provided 
to the region. The WBIF works by pooling 
grant resources in order to leverage loans for 
the financing of priority infrastructure in the 
Western Balkans. Its scope was expanded in 
2011 to include private sector development 
and to provide a small facility for conducting 
sectoral studies. 

Investment projects should support any sector 
that contributes to the economic, social and 
environmental development of the Western 
Balkans. So far, the majority of projects have 
been in the sectors of transport, energy and 
environment. Of the 123 grants (total value 
€220 million) that have been approved to date 

by the WBIF Steering Committee, the social 
sector accounts for 23 grants and 17% of their 
total value.  

It is broadly acknowledged that investing in 
human capital, primarily through better access 
to health care, lifelong education, employment, 
housing and other social services, paves the 
way for growth and social cohesion. At the 
same time, projects in the social sector face 
a number of specific challenges, which make 
their financing more difficult:

 Investment in social sector projects is in 
general given less priority as their link 
with economic growth is more difficult to 
demonstrate;

 There is a lack of quantifiable marginal 
cash flow that could be pledged or ‘ring-
fenced’ as collateral for loans;

 Social sector projects are rarely suited 
to being exclusively funded by loans. 
All or part of the funding has to be 
concessional;

 It is more difficult to leverage grants with 
loans and public sector resources than 
with private ones through PPPs; and 

 The success of these projects is closely 
linked to the quality of the legal, regulatory 
and overall policy environment. 

Executive Summary

Overview of social indicators and projects in the Western Balkans
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1 The total of grants and loans amounts to €2,567 billion

In comparison with the EU: 

 Unemployment is much higher;
 Public spending on education (expressed 

as % of GDP) is lower;
 The primary education completion rate is 

generally lower as is school enrolment, 
especially in terms of tertiary education. 
There are fewer repeat students in both 
primary and secondary education, which 
may imply poorer standards in grading;

 Public spending on health is lower, while 
private spending on health is higher. 
Overall health expenditure per capita in 
PPP terms is significantly lower; and

 Rural populations of Western Balkan 
countries show lower access to sanitation 
facilities. Life expectancy is significantly 
lower and the mortality rates for children 
under the age of five are significantly 
higher.

Social sector deficiencies also translate into 
competitiveness deficiencies, as evident from 
the ranking of Western Balkan countries in the 
2011 Global Competitiveness Index (GCI). 

In general, governments in the region have 
recognised the need for investment in the 
social sector. However, the capacity of the 
governments to make these and other related 
investments are constrained by a number 
of factors, in particular the fact that most 
countries already have high total government 
expenditure. 

This implies that there is a substantial need 
for external financing, particularly for capital 
expenditure in this sector. However, the level 

of expenditure is less important than improving 
the structure, effectiveness, and efficient use 
of funds. There is an urgent need to improve 
labour skills (in terms of matching labour force 
skills to market needs), increase productivity 
and focus on higher value-added products 
and services. Last, but not least, alignment 
with EU/international norms is crucial. Policy 
alignment with the EU (Europe 2020) is a key 
issue that should be taken into account when 
looking at grant funding in the social area.
 
WBIF financiers are active in the region in 
this sector. The report identifies 147 projects 
approved since 2007 that can be considered 
to be of a social nature, funded by the EC, 
the Council of Europe Development Bank 
(CEB), European Investment Bank (EIB) and 
the World Bank (WB) in the Western Balkans. 
The total value of these projects amount to 
approximately €3.7 billion1 and the breakdown 
across sub-sectors is 54 educational projects, 
28 health projects, 11 social infrastructure 
projects, 43 social policy projects and 11 
judicial infrastructure projects. 

Of the 147 projects, 19 have a regional 
character, 70% are investment projects 
and 30% are Technical Assistance (TA). A 
comprehensive listing of all 147 projects is 
contained in Annex 1.

Sources of finance for social sector projects 
in the Western Balkans include: the EC 
Instrument for Pre-Accession (IPA), which 
provides grants and loans from the CEB, EIB 
and the WB. Further details on the programmes 
and policies are provided in the report.
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Main challenges arising – sector related

The most important challenge is 
the need to put in place sectoral 
strategies to guide investments. 

Data on social sector projects financed in 
the Western Balkan countries indicate that 
while individual projects are well designed 
and address genuine needs, they may reflect 
specific country and sectoral circumstances, 
as well as the particular expertise and policy 
orientations of the individual IFIs or of the 
EC. The data also highlights some of the 
demographic and policy issues facing the 
countries, for example ageing populations, 
skills gaps, lack of research and innovation 
where the priority investment requirements can 
really only be determined as part of a much 
broader strategic approach to the individual 
sectors. The fiscal and social demands on 
governments in the region, particularly in view 
of the ongoing economic crisis, places even 
greater pressure on the need to ensure that 
scarce resources are targeted in a strategic 
and coordinated manner in order to yield the 
best results possible. Thus comprehensive 
sectoral strategies need to combine policy 
reforms with capital investments.  

A review of various reports and documents 
prepared by IFIs and other relevant 
organisations points to a number of common 
challenges in financing investments, 
particularly in the sectors of education, 
health and social housing. 

With regard to educational projects, a recurring 
recommendation of ex post evaluation reports 
on projects is that to increase their relevance 
and external coherence, preference should 
be given to projects embedded in broader 
education policies. If one concentrates on 

policies, a key challenge is how to adapt 
education systems to the needs of the 
twenty-first century, moving away from formal 
education to lifelong learning and skills 
development, as well as anticipating the impact 
of the ongoing demographic transition on the 
demand for education. While the availability 
of lifelong learning needs to be substantially 
boosted, closing the skills gaps in the region 
requires a fundamental change of approach 
so that education and training systems 
refocus their attention from schooling inputs 
to learning outcomes. Policy instruments 
have to be designed to measure the skills that 
students and adults have, give more flexibility 
to schools and local authorities and encourage 
them to ‘spend smarter’, addressing sector 
inefficiencies 

Regarding health projects, the review confirms 
that projects should also be seen in the context 
of a wider set of health services in the region. 
The focus of any project appraisal should be 
whether investments being financed contribute 
to a cost-effective improvement in the health of 
the people for whom they are designed. They 
should also be part of a clearly articulated health 
strategy aimed at improving the efficiency 
and/or the quality of health care delivery, 
including the sustainability of its financing. 
There is a need to shift from the narrow idea 
of public sector health as reflected in the 
institutions focusing on hygiene and sanitation 
towards a new public health that focuses on 
the main population health scourges of the 
time, including non-communicable diseases, 
mental health and injuries. It is also essential 
to anticipate pressure on long-term care that 
will result from an ageing population. 
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Social housing challenges in the Western 
Balkans are severe: lack of access to piped 
water and sanitation, chronic under-investment 
and inadequate maintenance of buildings, low 
level of new housing production, massive ille-
gal housing construction, numerous displaced 
persons still in need of a long-term solution, 
the difficulty or inability to ensure adequate 
heating in the dwelling. There is a real dan-
ger of a housing underclass emerging, which 
includes young people, whose participation 
in the labour market depends largely on their 
ability to settle. The success of social housing 
projects depends largely on the quality of fis-
cal, financial and real estate policies. Policy 
challenges include a more efficient use of 
public resources in this sector, the transition 
from a highly centralised and subsidised sys-
tem of housing finance to a system driven by 
private initiative and the real cost of housing 
services to consumers, as well as encouraging 
the competitive provision of housing services. 
Here again the impact of ageing populations 
should be anticipated as this will increase de-
mand for new housing services characterised 
by specific needs in terms of accessibility, de-
sign, infrastructure, technologies, etc. 

In view of strengthening social integration, a 
number of projects have been designed to 
address the roots of exclusion of vulnerable 
groups, for example migrants, displaced 
persons and minorities. Of note in this 
respect are a number of projects aimed at 
ensuring the access of Roma to education, 
employment, health care and social housing 
services. Experience shows that, to be 
successful, these projects need to be part 
of integrated strategies such as the EU 
Framework for National Integration Strategies 
up to 2020, including the identification of 
appropriate and cost-effective policies and 
programmes enhancing integration, as well 
as a monitoring and evaluation framework. 
For example, projects can be designed to link 

cash transfers to the registration of children in, 
and their actual attendance of, schools. 

Only a few projects have been designed to 
improve the delivery of social security and 
other social services to the populations 
of the Western Balkan countries. The main 
challenge here is to improve the quality, 
performance and effectiveness of social 
safety nets; systems presently in place have 
impressive targeting overall but a low coverage 
and provide low average transfer amounts. In 
other instances, social transfers are high but 
not properly focused as is often the case with 
war veterans. Incentives need to be introduced 
for ‘active inclusion’ and investing in human 
capital by providing additional benefits linked to 
school enrolment and attendance for families 
with school-age children (conditional cash 
transfers programmes). It is also important 
to create a unified registry of beneficiaries of 
social assistance programmes, among others, 
to avoid overlapping programmes. 

Very few projects so far deal with another 
type of social service, namely labour market 
interventions, for example efforts aimed at 
improving both policy design and delivery 
of retraining services and reintegration into 
labour markets for workers who have lost their 
jobs. It is an area which the recent crisis has 
made more important. 

Pension reform will be vital to the overall 
socioeconomic environment in the region. The 
key challenge here is ensuring fiscal, financial 
and social sustainability, while anticipating the 
consequences of an ageing population. This 
in turn requires capacity building of social 
security institutions, creation of a unified 
beneficiary database and of a central registry 
of records and collection of wage histories, as 
well as the development of mechanisms for 
effective oversight and control. 
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Main challenges arising – financing sources and structures

A second group of challenges arise 
in terms of financing sources and 
structures. The appropriate blending 

of concessional and non-concessional 
financing structures is a key issue for 
social projects that are more reliant on grant 
financing than loan financing. Determining the 
appropriate level of blending between grants 
and loans, reflecting the public/private nature 
of the benefits resulting from these projects 
and the mix of cash-flow versus non cash-flow 
benefits accruing to the legal entity (person 
or institution) once they having obtained the 
financing is a complex task. In general, weak 
or inexistent cash-flow generation is translated 
into the need for grant financing or at least 
lower leverage in the relation between grants 
and loans. 

Having in mind the scarcity of public funding 
sources, as well as the limits imposed by the 
current fiscal crisis and the limited development 
of the local currency capital markets in the 
Western Balkan countries, another issue 
concerns the feasibility of public private 
partnerships (PPPs) in supporting social 
sector projects. Whereas they appear as an 
attractive way to involve private investors in 
the financing and provision of specific public 
goods, in particular infrastructure services, 
PPPs are, in reality, relatively difficult to 
implement, even in advanced economies. 
They require an appropriate legislative and 
regulatory framework as well as specific 
expertise, which cannot be put in place 
overnight. PPPs are just emerging in the 
Western Balkans and further efforts are 
required to develop sufficient expertise. The 
elusive character of the incremental cash flow 
makes it even more difficult to set up PPPs in 
the social sector, with the exception perhaps 

of some more specialised health services for 
which specific payments can be levied. 

There is an increasing recognition all over 
the world that social entrepreneurship 
and social enterprises are likely to play an 
increasing role in the achievement of social 
goals. What defines social enterprise is the 
use of entrepreneurial drive and a market-
driven business model to address key social 
or environmental issues. In the EU and in 
the Western Balkan countries, as in the rest 
of the world, the social economy sector has 
become increasingly market driven due to 
constraints on the public social budget and to 
efficiency considerations in the public sector. 
The recent economic and financial crisis has 
increased this trend. In this context, social 
enterprises are likely to play an increasing 
role in the pursuit of social goals, including 
the conception, implementation and funding of 
social sector projects, and deserving of support 
from national governments and European 
and international organisations. The concept 
of social entrepreneurship is not yet very 
developed in the Western Balkans although it 
is gaining more attention through the efforts of 
the Regional Cooperation Council (RCC).

Investment lending versus sectoral 
approach is an important issue for social sector 
projects in the Western Balkans. This has an 
impact in terms of what is being financed and 
how conditionality is defined. Traditionally, 
the IFIs and the EC have concentrated on 
‘investment lending’ supporting specific 
projects in the social sub-sectors of education, 
health and social housing. In this context 
the funds being lent or granted have been 
disbursed for construction costs or for the 
procurement of specific furniture, equipment, 
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teaching materials, drugs or specialised 
services, including training, directly related 
to a specific social sector infrastructure, such 
as schools, hospitals or other health centres, 
or particular blocks of social housing or 
penitentiary facilities. However, in some cases, 
conditionality is not exclusively linked to the 

content and the management of the specific 
project being financed, but to broader policy 
reforms so that some of these operations can 
genuinely be seen as sectoral operations 
supporting the overall sector reforms in the 
context of a sectoral approach. 

Experience of the new EU Member States (NMS) and OECD countries

It is useful to compare the current 
situation in the Western Balkans in 
terms of social sector quality and 

investment to that of the NMS as they moved 
towards EU membership. 

It appears that public spending on education 
in NMS increased during the accession 
period in comparison with the pre-accession 
period, both expressed as a % of GDP and 
as a % of total government expenditure, 
indicating the recognition in the NMS of the 
importance of investing in education, partly to 
be able to compete with the EU labour force 
once integrated. In contrast, the Western 
Balkan countries currently spend a lower 
percentage of their GDP on education. In 
terms of indicators of education quality, 
primary education completion rate increased 
in all NMS during the accession period, and 
was higher on average in NMS at accession 
time in comparison to the current situation 
in the Western Balkans. In terms of primary 
school enrolment, the current situation in the 
Western Balkans is on average somewhat 
better in comparison to the situation in NMS 
in the eighties and early nineties. In terms of 
tertiary school enrolment, it is currently higher 
in the Western Balkans on average, than in 
NMS after accession. The current average 
level of health expenditure per capita in PPP 
terms is actually comparable to the average in 
NMS upon their accession. This may indicate 

that the main issue in the health sector is 
not so much the volume of resources, as the 
efficiency of spending in the health sector in 
the Western Balkans. 

The report also reviews a range of new 
formulas that have already been tried in various 
OECD countries in addressing complex social 
needs, in particular social integration, poverty 
alleviation and the provision of education, 
health, social housing and other social 
services to the population, including the most 
vulnerable groups. Social entrepreneurship 
and social enterprises for example flourished 
in some OECD countries, in particular in the 
USA, but work mostly at the local level on a 
rather small scale. 

PPPs deserve a special mention in the context 
of reviewing the experience of NMS and/
or OECD countries, particularly in the social 
sector, as they have to be tested first in more 
advanced market economies before they can 
be transposed to transition countries such as 
NMS or the Western Balkan countries. For PPPs 
in the social sector, it is crucial to have strict 
regulation and monitoring, as this area affects 
basic human rights and needs, especially 
since in a market-oriented partnership the 
poor and vulnerable are not usually the focus 
of the private partner. Consequently, while 
the popularity of PPPs in the social sector 
is on the rise (especially in the developing 
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countries, starting with the health sector, 
resulting from prioritised development goals of 
the Millennium Development Goals – MDGs), 
PPPs in this sector must be approached with 
maximum care, as their success is conditional 
upon comprehensive planning and hands-on 

monitoring by the public sector. This may 
pose a problem, especially in developing or 
transition economies such as those of the 
Western Balkans, with weaker/less capable 
public sector partners. 

Some implications for financing social sector projects in the Western Balkans 

1. Building the intellectual case for a higher level of social sector project financing 

Attention to the social needs of the 
population and investment in social 
infrastructure are of vital importance 

for the balanced development of the Western 
Balkan countries. Indeed, these social needs 
and related infrastructure may not be given the 
necessary degree of priority in national policies 
in the face of vested interests. There is a real 
need for support from external financiers. 
Financial incentives from WBIF financiers 
could be coordinated more effectively, and 
might help national governments to focus 
more effectively on social policies.

Keeping in mind the crisis, which has widened 
and exacerbated the existing gap between the 
need and means for social inclusion, one of the 

first tasks of the WBIF should be to sustain, if 
not expand, its level of activity in the social 
sector, using moral suasion if necessary to 
persuade governments in the Western Balkan 
countries to change their approach. To give a 
more solid basis to this suasion, the intellectual 
case for financing social sector projects needs 
to be strengthened. As shown in the report, 
important elements can be found in the 
various reports already prepared by several 
WBIF partners. In addition, the new window 
within WBIF for sectoral studies could provide 
a valuable opportunity for WBIF financiers and 
beneficiaries to undertake specific, tailored 
studies to guide the choice of investments in 
the different areas of the social sector.

2. Adopting a more strategic approach 

The review of challenges in education 
and training, health, social housing, 
exclusion, social services delivery 

and pension reform covered by this report 
clearly shows the need for projects in the 
Western Balkan countries to be designed 
into the framework of sector strategies. With 
the EC proposal to move to sector-based 
programming in the framework of IPA 2 and to 
make even greater use of loan/grant blending 
mechanisms such as the WBIF, it seems that 
the moment is right for the introduction of a 

more strategic approach under the WBIF in 
its support for reforms and investments in the 
social sectors in the Western Balkans. This 
does not mean that all IFIs have to adopt a 
specific sectoral approach in each of the 
Western Balkan countries, but all investment 
loans should be consistent with such a 
sectoral approach and contribute through 
their design and/or conditionality to its 
achievement. The report includes specific 
recommendations on how this approach could 
be implemented in the various social sectors. 
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The prevailing crisis situation 
only increases the need for more 
systematic combinations of loans 

and grants in support of investment and 
technical assistance components of social 
sector projects. With the borrowing capacity of 
the Western Balkan countries more and more 
constrained for fiscal reasons, leveraging 
with concessional or grant resources will be 
more necessary than ever. What matters 
most, however, is consistency in the pursuit 
of policy reforms that would enable the 
Western Balkan countries to achieve as much 
as possible in terms of the effective delivery 
of social services and poverty alleviation with 
possibly fewer resources. This also means 

that sometimes the proper balance between 
investment and technical assistance is as, 
or even more, important than the balance 
between market related and concessional 
resources. Institution building and capacity 
development are the key to success in the 
complex fields of education, health, social 
housing and other areas involving the delivery 
of social services. The capacity to design and 
implement projects or programmes involving 
significant policy reform and which benefit 
from a strong local and/or national ownership 
is something that can only be home grown. 
However such capacity development can 
greatly benefit from appropriate financial and 
technical support from the WBIF. 

3. Better blending of loans and grants, financial and technical assistance

4. Better consistency with the EU enlargement strategy

The most recent Communication from 
the Commission to the EP and the 
Council on the Enlargement Strategy 

and Main Challenges 2011–2012, recalls that 
the Commission ‘emphasises employment 
and social policies in its policy dialogue and 
encourages enlargement countries to set 
clear and realistic targets in these two areas 
and to better prioritise social spending’, adding 
that ‘the European Platform against Poverty 
and Social Exclusion should be taken up as 
appropriate’. It also highlighted that ‘little real 
investment has occurred in the social sector 
and that cooperation with international donors 
faced obstacles in strategic planning’. The 

Commission has proposed, among others, 
to develop a Western Balkans Platform on 
education and training, based on the open 
method of coordination, to allow for the 
participation of all enlargement countries. 
This will enhance dialogue on key policy 
challenges and contribute to securing effective 
implementation and monitoring. The countries 
of the Western Balkans have also been invited 
to participate in the centralised activities of the 
EU’s Lifelong Learning Programme. These 
countries should utilise these opportunities 
with the support of the relevant financing 
instruments such as IPA and possibly WBIF.  

5. Consistency with Europe 2020 Strategy 

The Europe 2020 Strategy for Smart, 
Sustainable and Inclusive Growth can 
provide the Western Balkan countries 

with a framework to anchor policy reforms 
and to mainstream an enhanced attention to 
reforms in the social sectors, which need to be 

associated with economic reforms and which 
will not happen without adequate financing. 
There is a definite convergence between the 
three pillars of the Europe 2020 Strategy and 
the financing of social sector projects.
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6. Be innovative and involve the private sector and NGOs in implementing social  
 sector projects

However, although Europe 2020 points to the 
general direction in which the EU is heading 
by the end of this decade, the Western Balkan 
countries cannot simply transpose Europe 
2020 targets and policy objectives into their 
development strategies, for its goals are far 
removed from what is realistically achievable in 
the region. Countries can emulate the strategy 
individually, and some have already embarked 
on this path. However, given the shared 
challenges faced by SEE and the nature of the 

strategy’s governance for reform, coordination 
between countries is imperative and essential. 
As at EU level, a strong case can be made 
for a regional, Western Balkan dimension 
to Europe 2020 both in terms of setting 
regionally relevant targets and in establishing 
benchmarks and monitoring implementation. 
The RCC has been mandated to facilitate the 
development of regional targets for a Europe 
2020 approach in the Western Balkans and 
this should be supported by the WBIF. 

The social sector and more 
specifically social inclusion projects 
have some features that make 

them most appropriate for the involvement 
of NGOs. These types of projects are quite 
often the sum of several small or even tiny 
projects requiring a deep level of involvement 
at the point of delivery, while also demanding 
organisational and social skills. This is clearly 
out of reach for a large-scale institution such as 
a bank, be it public or commercial. However, 
finding ways to link the financial capacity and 
experience of a financial institution with the in-
the-field experience of focused NGOs remains 
a major challenge.

More generally, attention should be given to 
the financing of ‘social entrepreneurs’ and 
‘social enterprises’, i.e. entrepreneurs and 
enterprises who recognise a social problem 
and use market-based business principles 
to organise, create and manage a venture 
to achieve social change. While a business 
entrepreneur typically measures performance 
in profit and return, a social entrepreneur 
focuses on creating social capital.

Another formula is social services delivery 
through ‘community based projects’. 

These are projects that supply services 
to vulnerable individuals and families to 
reduce or escape poverty and exclusion and 
lead to a fuller and/or more satisfying life. 
Most decisions on how to run a subproject, 
including responsibility for its implementation, 
rest at the community level, either with local 
government or civil society (again NGOs and 
local social entrepreneurs). In the context of 
the EU countries and to a certain extent the 
Western Balkans, quite often it is not the lack 
of funds available (ERDF funds or IPA funds) 
but the lack of organisational knowledge 
and/or the lack of basic skills to deliver 
administrative requirements that hamper 
access to these funds. Here again, NGOs 
could play an increased role, and to a degree 
are slowly doing so. Such a role is essential 
in helping local groups to tap these financial 
resources. Linking the work of these NGOs 
with local communities and the financial 
strength and expertise of financial institutions 
would unleash an enormous potential for what 
could be called ‘social leverage’ as opposed 
to mere financial leverage. The WBIF should 
examine innovative ways to support such an 
approach.
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7. Broaden the scope of social 
projects addressed within the 
WBIF
Traditionally, social sector projects 

are meant to encompass primarily projects 
in the areas of education, health and social 
housing and obviously areas such as social 
inclusion and the integration of minorities (e.g. 
the Roma). It would be worthwhile considering 
other areas where support could be provided, 

for example for active employment policies 
(e.g. a more effective delivery of retraining 
and labour market services), social security 
reforms, including reforms aimed at ensuring 
the long-term viability of pension systems. At 
this stage the WBIF would not be in a position 
to finance projects in these areas, but it could 
promote studies in these crucial issues, as 
well as supporting policy research/awareness-
raising network(s) on these issues.
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1.1 Purpose of Report

Introduction and Background 1
This report has been prepared by the 
IFI Coordination Office as part of its 
mandate to support cooperation and 

coordination between the EC, IFIs, bilateral 
donors and beneficiaries in the Western 
Balkans. Specifically, it has been developed 
following a request from the CEB to highlight 
social issues under the WBIF. 
 
This report is intended to provide ‘food for 
thought’ for policy and strategy discussions 
under the WBIF and related fora for EC and IFI 

cooperation in specific areas of the complex 
and wide-ranging social sector. It is based on 
extensive desk research and on discussions 
with the EC and IFIs active in this sector in the 
Western Balkans. 

Please note that the report focuses on those 
areas of the social sector where the EC and IFIs 
are most active in the framework of the WBIF 
and hence is not a comprehensive review of 
all social sector issues in the region.

1.2 Overview of the WBIF and Importance of Social Sector Investment

Since its establishment in December 
2009, the WBIF has proved a very 
useful framework to enhance the 

cooperation among beneficiaries, bilateral 
donors, IFIs and the EC in the Western Balkans 
and thereby increase the effectiveness of the 
financial and technical assistance provided 
to the region. The WBIF works by pooling 
grant resources in order to leverage loans for 
the financing of priority infrastructure in the 
Western Balkans. Its scope was expanded in 
2011 to include private sector development.

Investment projects should support any sector 
that contributes to the economic, social and 
environmental development of the Western 
Balkans. Eligible sectors include infrastructure 
development within the environment, energy, 
transport and social sectors and also private 
sector development. Priority projects are 
defined and proposed by the beneficiaries 
through a regular series of calls for proposals 

(usually on a biannual basis).
In general, the grants provided facilitate project 
preparation, accelerating existing loans or 
enabling projects by bridging a funding gap. 
These grant resources originate from: EC 
(IPA); grant contributions from the CEB, the 
EBRD, the EIB and the World Bank (IBRD); 
and bilateral grant contributions from bilateral 
donors through the European Western Balkans 
Joint Fund (EWBJF). 

To date, 123 grants with a total value of 
€220 million have been approved by the 
WBIF Steering Committee. The social sector 
accounts for 23 grants and 17% of the total 
value of grants and there is substantial interest 
among the WBIF stakeholders to increase this 
percentage. 

Indeed it is broadly acknowledged that 
investing in human capital, primarily through 
better access to health care, lifelong 
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1.3 Structure of this Report

education, employment, housing and other 
social services paves the way to growth 
and social cohesion. Both the CEB and the 
World Bank have highlighted the importance 
of investments in the social sector at recent 

WBIF Steering Committee meetings in Norway 
and Luxembourg and noted that such projects 
are often more difficult to finance as they are 
rarely suited to being exclusively funded by 
loans. 

 The report is structured as follows;

g Chapter 2 provides a summary overview 
of some key data on the social sector in 
the region; details the main sources of 
external finance for social sector activities; 
and summarises the current portfolio of 
social sector investments by the EC and 
IFIs in the Western Balkans;

g Chapter 3 comprises a discussion on 
some of the main challenges facing 
governments in the region and external 
financiers in addressing social sector 
issues. This is based on a review of 
sectoral development studies, reports and 
reviews including lessons learnt from past 
operations prepared by IFIs and outside 
observers;

g Chapter 4 looks at the experience of 
new EU Member States and some select 
OECD countries in investing in the social 

sector to see what lessons can be drawn 
from their experience;  

g Chapter 5 seeks to provide some 
conclusions and recommendations for 
the consideration of WBIF stakeholders 
as they seek to ensure that social sector 
issues are properly addressed as part 
of the WBIF’s mandate to expedite 
socioeconomic development in the 
Western Balkans; and

g Finally, Annex 1 contains a listing of the 
current portfolio of projects financed by 
the EC and IFIs, Annex 2 provides a more 
detailed description of a selection of these 
projects, Annex 3 contains an overview of 
2012 Western Balkans EFPs/PEPs, Annex 
4 details some examples of innovative 
social sector public private partnerships 
(PPPs) in OECD and transition countries 
and Annex 5 outlines social sector data by 
country.
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Figure 1: World Development Indicators for Employment and Unemployment

Summary Overview of the Social 
Sector in the Western Balkans

2.1  Social Sector Data – A Snapshot 

2
While social sector data are scarce 
and flawed with comparability issues, 
all of the available data and indices 

point to the existence of significant space for 
improvement in the quality of social sector 
related services across the Western Balkans 
region, in terms of both additional financing 
needs and the need for improvement in 
effectiveness and efficiency.

Figures 1–6 shows the latest available WB2  
data for the Western Balkans, as well as data 
for the average euro area, average EU and 
Slovenia where available for comparison 
purposes, on employment, health, and 
education.
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Figure 2: World Bank Data on Education 
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Figure 3: World Bank Data on School Enrolment
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Figure 4: World Bank Data on Health Expenditure 
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Figure 5: World Bank Data Health Quality Indicators
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Figure 6: World Bank Data Health Service Indicators
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Some conclusions which can be drawn from 
this data include:

g Employment is lower in the Western 
Balkans, particularly in Serbia, Bosnia 
and Herzegovina (BiH), and Albania, in 
comparison with the EU, especially in 
regard to youth employment;

g Unemployment is (not surprisingly) 
much higher in the region, especially in 
Kosovo3, the Former Yugoslav Republic 
of Macedonia, Montenegro and BiH. 
Extremely high youth unemployment is 
recorded in the Former Yugoslav Republic 
of Macedonia, BiH and Serbia;

g Public spending on education (expressed 
as % of GDP) is lower than in the EU;

g In terms of indicators of education quality, 
the primary education completion rate 
is particularly low for Albania and the 
Former Yugoslav Republic of Macedonia 
and generally lower than in the EU. At the 
same time, school enrolment is lower than 
in the EU, especially in terms of tertiary 
education (with Albania and to some 
extent BiH having quite low tertiary school 
enrolment). On the other hand, there 
are fewer repeaters in both primary and 
secondary education in comparison with 
the EU, which may imply poorer standards 
in grading;

g Public spending on health (expressed 
as % of GDP) is lower, while private 
spending on health is higher than in the 
EU (especially in BiH, Albania, and Serbia, 

which have the highest rates of out-of-
pocket health expenditure indicating a 
need for investment in the health sector). 
Overall health expenditure per capita 
in PPP terms is significantly lower (the 
lowest spending is in Albania, the Former 
Yugoslav Republic of Macedonia, Serbia, 
and BiH); and

g In terms of indicators of health quality, 
the rural populations of Western Balkan 
countries show lower access to sanitation 
facilities (identifying rural access as an 
important area in terms of investment 
needs). Life expectancy is significantly 
lower than in the EU, especially for Kosovo*. 
Similarly, the mortality rates for children 
under the age of five are significantly 
higher in the Western Balkans, especially 
in Albania and the Former Yugoslav 
Republic of Macedonia. Comparing the 
availability of health services reveals a 
very low number of hospital beds in Albania 
and BiH, and a low number of physicians, 
nurses and midwives across the region in 
general, especially in Albania and BiH.

Social sector deficiencies also translate into 
competitiveness deficiencies, as evident from 
the Western Balkan countries’ ranking in the 
2011 Global Competitiveness Index (GCI). 
Figures 7–9 show the ranking of the Western 
Balkan countries in health, education and 
innovation areas in comparison with 142 
ranked countries.

3 This designation is without prejudice to positions on status, and is in line with UNSCR 1244 and the ICJ Opinion 
on the Kosovo Declaration of Independence.
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Figure 7: World Bank Data Health Service Indicators
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Figure 8: Global Competitiveness Indicators: Quality of Schooling
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Figure 9: Global Competitiveness Indicators: Innovation and Technology
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The main indications from this data include:

g The ranking of the Western Balkans is 
lower for education than for health. BiH 
and the Former Yugoslav Republic of 
Macedonia have the lowest score in terms 
of health in these indicators;

g With regard to education, the region 
generally ranks worse in terms of quality 
rather than in terms of quantity of 
education. Serbia ranks lowest for overall 
education and education system quality;

g In general the Western Balkans’ ranking is 
lower for more advanced education levels 
– particularly higher education (within 
which the lowest ranking country is BiH), 
than for secondary education;

g In terms of research and training services, 
the Western Balkans rank very low, 
especially BiH, Serbia and the Former 
Yugoslav Republic of Macedonia;

g The ranking for innovation capacity 
is extremely low (especially for BiH, 
Albania, and Serbia), implying significant 
investment needs in this area; and

g The ranking for internet access in 
schools is higher than the ranking for 
latest technology, implying the need 
for investment in technology other than 
internet access. 

In general, governments in the region have 
recognised the need for investment in the 
social sector. The annual Economic and 
Fiscal Programmes/Pre-Accession Economic 
Programmes (EFPs/PEPs) submitted by 
the countries to the EC all contain specific 
references to planned investments in the 
social sector. The 2012 priorities include4: 

g In Albania: social assistance reform, social 
insurance system reform and education 
and health care as the top priorities for 

overall capital investment;
g In BiH: pension system measures, health 

sector measures, social protection 
measures and war veteran/disability 
protection measures; 

g In Croatia: health care, social welfare, 
education, pension, development 
of knowledge-based society and 
employment-stimulating measures;

g In the Former Yugoslav Republic of 
Macedonia: health and education sector, 
with focus on education infrastructure, 
and employment sector;

g In Montenegro: education, health, 
development of knowledge-based 
society, pension system reform and social 
protection; and

g In Serbia: pension system, health sector 
and education. 

However, the capacity of the governments to 
make these and other related investments are 
constrained by a number of issues, including 
the fact that most countries have high total 
government expenditure. Other factors 
include:

g stalled economic growth, limiting 
government revenues;

g pressures on pension systems, due to 
ageing population;

g wage bill pressures – both in terms of the 
public sector employment level, which 
will be under pressure through new/
strengthened state functions related to 
European integration, and in terms of rigid 
civil service wage bill legislation, making 
the lowering of wages and salaries 
difficult;

g increased social needs due to crisis-
induced unemployment and poverty 
increase; and

g large capital infrastructure needs (except 

4 For more details about country-specific social sector priorities, please refer to Annex 3.
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for Croatia to some extent), in other 
sectors such as transport and energy. 

This implies that significant increases in social 
expenditure from Western Balkan government 
budgets will be difficult to attain and there is a 
large need for external financing, particularly 
for capital expenditure in this sector. However, 
a number of other factors should be taken into 
account when looking at the financing needs, 
including;

g There is a greater discrepancy in terms 
of the quality of social spending in the 
Western Balkans in comparison to the 
EU (as evident from the WB and Global 
Competitiveness quality issues outlined 
above, which show the results/outcomes 
of money being spent) than in terms of 
quantity of spending. Therefore, support 

must also be provided to the countries to 
improve the structure, effectiveness and 
efficiency of funds already being spent;

g Better targeting of the expenditure is 
necessary (especially in the area of war-
related benefits in post-conflict countries), 
as well as measuring performance 
(targeting, monitoring and adjusting 
outputs, outcomes and efficiency 
indicators) and value for money;

g There is an urgent need to improve labour 
skills (in terms of matching labour force to 
market needs), increase productivity, and 
focus on higher value-added products and 
services; and

g Alignment with EU/international norms 
is crucial. Policy alignment with the EU 
(Europe 2020) is a key issue which should 
be taken into account when looking at 
grant funding in the social area.

2.2 Summary Overview of Social Sector Projects 

The region is in receipt of substantial 
financial assistance from main WBIF 
financiers in this sector. The authors 

identified 147 projects approved since 20075 
that can be considered of a social nature, 
funded by the EC, CEB, EIB6 and WB in the 
Western Balkans. The total value of these 
projects (a combination of grants and loans) 
amount to approximately €3.7447 billion 
and the breakdown across sub-sectors is 
53 education projects, 29 health projects, 
11 social infrastructure projects, 43 social 
policy projects and 11 judicial infrastructure 
projects.

Out of the 147 projects, 19 have a regional 
character, whereas the others include 25 
projects in BiH, 30 in Serbia, 21 in Croatia, 
17 in the Former Yugoslav Republic of 
Macedonia, 13 in Albania, 13 in Kosovo* and 
9 in Montenegro.

5. There are two CEB projects that were approved in 2006.
6. EBRD has no social sector projects in the region. WBIF structure includes a number of bilateral donors: 
 http://www.wbif.eu. This paper is focused on the EC and the main IFIs solely. 
7. Figures are given for approved/signed loans and grants.
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Of the total €2.567 billion identified, 22% is 
implemented by the WB (18 projects), 33% by 
the EIB (seven projects)8, 21% by the CEB (20 
projects) and 24% by the EC (95 projects).

Out of the total €2.560 billion, 25% (€639 
million) are grants and 75% (€1.919 billion) 
are loans9.

Out of the total €3.744 billion, 70% are 
investment projects and 30% are Technical 
Assistance (TA).

A comprehensive listing of all 147 projects is 
contained in Annex 1: Summary Table of Social 
Sector Projects in the Western Balkans, which 
sets out the projects by financier, country and 
sub-sector.

Project size varies from €79,340 to €430 
million. The biggest project is an EIB-
funded investment project in Serbia, which 
bundles together a number of projects in the 
health sector (construction, renovation and 
equipment purchase of clinical centres in 
Belgrade, Kragujevac, Nis and Novi Sad and 
a blood transfusion project) with a thermo-
energetic project in Belgrade and a waste 
management project. The smallest project is a 
WB technical assistance education project in 
the Former Yugoslav Republic of Macedonia.

Annex 2 contains more detailed information 
on a small selection of projects funded by the 
EIB, the CEB and the WB.

Social Sector Projects in the Western 
Balkans by Country

Social Sector Projects in the Western 
Balkans by Implementor

8. Figures are based on approved/signed loans, hence seven planned loans by EIB are not included.
9. Listing includes only approved loans/grants, hence seven planned EIB projects are not included. 
*. *This designation is without prejudice to positions on status, and is in line with UNSCR 1244 and the ICJ Opinion 

on the Kosovo Declaration of Independence

Social Sector Projects in the Western 
Balkans by Financing

Social Sector Projects in the Western 
Balkans by Type of Financing
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2.3 Sources of Finance for Social Sector Projects in the Western Balkans  

Before looking at the challenges 
facing the social sector in the region, 
it is useful to review the main sources 

of finance for social sector projects in the 
Western Balkans. 

2.3.1 Instrument for Pre-Accession Assistance (IPA)

Established by the EC, the IPA offers 
grant assistance to countries engaged 
in the accession process to the EU for 

the period 2007–2013. The broad objective of 
the IPA is to strengthen institutional capacity, 
cross-border cooperation, economic and 
social development and rural development. At 
present, IPA is made up of five components, 
each covering priorities defined according to 
the needs of the beneficiary countries. Two 
IPA Components appear relevant for the social 
sector: Component I – Transition Assistance 
and Institution Building, and Component IV – 
Human Resources Development.

Component I falls under the responsibility of 
the EC Directorate-General for Enlargement, 
which is also responsible for the overall 
coordination of pre-accession assistance 
including the WBIF. It involves institution 
building measures and associated investment, 
as well as transition and stabilisation measures 
still necessary in the Western Balkans. It 
is delivered through annual national and 
multi-beneficiary programmes. All Western 
Balkan beneficiary countries are eligible for 
assistance under this component, which 
includes the following areas relevant for social 
sector projects or programmes: 

g Modernisation of the regulatory framework, 
including support for investment to equip 
key institutions whose infrastructures or 
capacity to monitor and enforce legislation 
need strengthening;

g Establishment or reinforcement of financial 
control systems; 

g Respect for, integration and promotion 
of minorities as part of the broader 
objectives of promoting good governance 
and development of civil society and 
dialogue between government and non-
governmental bodies and reconciliation 
and confidence-building measures at all 
levels of society; and

g Reform in the field of justice and home 
affairs, such as reform of the legal system 
and the judiciary. It is in this context that 
IPA assistance might be obtained for 
penitentiary system projects such as 
those financed by the CEB and included 
in the WBIF database.

Component IV is open to candidate 
countries only. Component IV is managed 
by the Directorate-General for Employment, 
Social Affairs and Equal Opportunities and 
it is designed to strengthen human capital 
and help combat exclusion (similar to the 
European Social Fund). Its objective is to 
contribute to strengthening economic and 
social cohesion as well as to the priorities of 
the European Employment Strategy in the 
field of employment, education and training 
and social inclusion. In particular, the scope of 
this component covers assistance to persons 
and focuses on the following priorities: 

g Increase adaptability of workers, 
enterprises and entrepreneurs, with a view 
to improving the anticipation and positive 
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management of economic change; 
g Enhance access to employment and 

sustainable inclusion in the labour market 
of job seekers and inactive people, prevent 
unemployment (in particular long term and 
youth unemployment), encourage active 
ageing and prolong working lives, increase 
participation in the labour market; 

g Reinforce social inclusion and integration 
of people at a disadvantage, with a 
view to their sustainable integration into 
employment, and combat all forms of 
discrimination in the labour market, in 
particular through promotion; 

g Promote partnerships, pacts and initiatives 
through the networking of relevant 
stakeholders, such as social partners 
and non-governmental organisations, at 
national, regional and local level, in order to 
mobilise reforms in the field of employment 
and labour market inclusiveness; 

g Expand and enhance investment in human 
capital; and

g Strengthen institutional capacity and 
the efficiency of public administrations 
and public services at national, regional 
and local level and, where relevant, 
social partners and non-governmental 
organisations with a view to reforms 
and good governance in employment, 
education and training, as well as social 
fields. 

On 7 December 2011, the EC adopted a 
proposal for a revised IPA in the context of the 
new financial perspective in the EU (2014–
2020). The total amount proposed for this 
period is €14.4 billion10. 

The main objectives of the IPA 2014–2020 will 
be: (i) support for political reforms, (ii) support 
for economic, social and territorial development 

and reforms, with a view to a sustainable, 
smart and inclusive growth, (iii) strengthening 
of the ability to fulfil the obligations stemming 
from membership (progressive alignment 
with and implementation of the acquis and 
EU structural, cohesion, agricultural and rural 
development funds and policies) and (iv) 
regional integration and territorial cooperation 
involving beneficiary countries, member 
states, as well as third countries under the 
European Neighbourhood Instrument, as 
appropriate.

The EC’s proposal, which is under discussion 
with the EU member states and the European 
parliament, proposes the following revisions 
to the design of the instrument and its 
implementation modalities:

1.The delivery of assistance to be made more 
coherent, strategic and result-oriented, by:

g Addressing policy areas through 
comprehensive multi-annual country 
(and multi- beneficiary) strategy papers 
reflecting the political priorities of the 
enlargement strategy and covering, 
for each policy area, all necessary 
institution building, acquis compliance 
and investment actions. The scope will be 
based on a needs assessment and will be 
adapted to the country context;

g Reinforcing (co-) financing of agreed 
sector strategies contributing to the policy 
objectives, as opposed to individual 
projects, thus moving away from purely 
grant- financed projects and increasing the 
share of assistance funded through support 
at sector level (including sector budget 
support for selected policy areas based 
on effectively targeted conditionalities). 
Nevertheless, support for acquis 

10. http://ec.europa.eu/enlargement/pdf/highlight/20111207_ipa_final_en.pdf
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compliance will remain available through 
project support or other implementation 
modalities such as dedicated facilities, 
when not covered by overarching sector 
strategies;

g More systematic multi-annual programming 
also for policy objectives pursued 
by transition and institution-building 
assistance (e.g. public administration 
reform; reform of justice systems, etc.), 
supporting effective implementation of the 
related sector strategies and ultimately 
attainment of the related objectives; and

g Making financial assistance more directly 
conditional on improved governance and 
growing ownership by the beneficiary 
countries. Elements of flexibility will be 
introduced to cater for emerging needs and 
give incentives to improve performance.

2. The delivery of assistance to be made more 
flexible and tailored to address needs, by:

g Allowing undifferentiated access to 
assistance (irrespective of candidate or 
potential candidate status), albeit with a 
different scope or intensity, on the basis 
of needs and technical and administrative 
capacity. The needs of the beneficiary 
countries would be the starting point for 
determining the sectors/policy areas for 
assistance;

g Envisaging a more progressive, phased 
approach to the management of financial 
assistance, whereby management would 
be by the Commission or by the beneficiary 
country, with or without ex-ante controls by 
the Commission, depending on accession 
status/perspective, sector/policy area of 
assistance, and administrative, technical 
and management capacity. The creation 
of management structures and procedures 
mirroring those that need to be in place 
post-accession would continue to be the 

aim in relevant sectors in preparation for 
accession;

g Linking progress along different 
management phases to political priorities, 
as reflected in progress reports, the 
achievement of negotiation benchmarks 
or the track record in implementing the 
Association Agreements; and 

g Increasing flexibility between priorities 
for a more result-oriented delivery of the 
assistance, allowing allocations to be 
transferred between policy areas, with the 
possibility to carry over funds from one 
year to another, where allowed by the new 
Financial Regulation.

3. The deployment of assistance to be made 
more efficient and effective by:

g Pursuing further the identification and 
use of innovative financial instruments 
that could leverage more private funds 
and looking into the possibility to exploit 
synergies with innovative financial 
instruments developed for internal policies, 
on the basis of a coordinated approach to 
and coordinated rules for using the EU 
budget in such instruments;

g Also, as part of the move towards 
greater sector-level support, increasing 
cooperation with other donors and 
international and other financial institutions 
at strategic level, agreeing on policy 
priorities and on a clearer division of 
labour;

g Continuing to support regional program-
mes/projects that bring added value by 
encouraging the sharing of knowledge 
and experience, harmonisation of policies, 
agreement on joint priorities and building 
of mutual trust. Regional programmes 
also have the potential to enhance the 
effectiveness of policies, for example in 
transport, energy, environment, climate 
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change, statistics, the fight against orga-
nised crime and migration issues; and

g Streamlining the rules for the procure-
ment of twinning assistance and introdu-
cing mechanisms to ensure the suitability 
of recruited experts, while also adding a 
possibility to draw funds from a dedicated 
facility to respond to needs as they arise.

An important difference between the current 
IPA and future IPA is that ‘IPA 2’ will not be 

component based, but will follow a sectoral 
approach instead. It is hoped to have the IPA 
Main Regulation and the IPA Implementing 
Regulation adopted during 2012 by the Euro-
pean Parliament and the Council of the Euro-
pean Union, to be followed by the preparation 
of the IPA strategic documents in 2013 which 
will then be submitted to the IPA Committee 
beginning of 2014. 

2.3.2 Council of Europe Development Bank 

The CEB contributes to the 
implementation of socially orientated 
investment projects in favour of social 

cohesion through three major sectoral lines of 
action: the strengthening of social integration; 
management of the environment; and 
supporting public infrastructure with a social 
vocation. Its actions comply with eligibility 
criteria specific to each sectoral line of action, 
thus reflecting not only the CEB’s specific 
social vocation, but also the development 
logic underpinning all its activity. 

Loans remain the main tool for the CEB’s 
intervention. The CEB support is primarily 
channelled through the provision of flexible 
long-term loans at favourable interest 
rates. In view of significant demand and the 
growing complexity of projects, one of the 
key challenges for improving the quality and 
successful implementation of CEB projects is 
to increase financial resources for technical 
assistance and other grant resources for 
specific cases. The bank provides grants, via 
its Selective Trust Account (the STA, which 
is fed by transferring a portion of the annual 
results), mostly through interest rate subsidies 
which reduce the cost of servicing the loans 
for the poorer member countries and aims to 

prioritise refugees and displaced populations 
as well as socially vulnerable groups (Roma, 
children, etc.). 

A certain number of projects in SEE have been 
supported by the bank’s grant resources from 
trust funds opened with the CEB on behalf 
of a donor. Cooperation with the EU and, 
under its auspices, with other international 
organisations, allows the CEB to provide its 
member states with a higher added value. The 
bank can use EU grants to offer better lending 
conditions or to fund technical assistance. 
Additionally, this cooperation ensures a better 
share of roles with other financial institutions 
which collaborate with the EU, leveraging their 
respective skills and avoiding duplications. 
Thus far, the CEB has approved several 
projects, under the auspices of the WBIF, in 
Albania, BiH, Croatia, the Former Yugoslav 
Republic of Macedonia and Serbia for a total 
investment amount of around €272 million 
involving almost €54 million of EU grants 
resources.

Investment grant financing remains limited to 
the needs of the most vulnerable beneficiaries 
likely to lack resources to access the formal 
market. Grant financing can be extended on a 
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case-by-case basis in favour of projects with 
a high social impact. 

A specific use of grant resources, in the form 
of revolving capital via micro-loans, has been 
set up in certain cases, such as vulnerable 
persons. In Albania the CEB is implementing a 
project in cooperation with the Mountain Area 
Finance Fund (MAFF) to provide financial 
resources to on-lend to small entrepreneurs 
in rural areas to facilitate the purchase of 
livestock, tools, agricultural inputs and small 
rural investments, such as greenhouses, 
bakeries. The project’s ultimate goal is to 
enable rural poor people to overcome poverty 
by themselves through the financing of 
agricultural production, processing, small trade 
and services in mountainous areas of Albania. 
Indirectly, through the support provided 
to MAAF, the CEB is contributing to the 
sustainability of this microfinance institution, 
which will serve low-income persons and rural 
micro-entrepreneurs without access to formal 
financial institutions.

Over the years, the CEB has developed 
several bilateral partnerships for the Western 
Balkan countries with donor countries, 

namely with Finland via the Finland Trust 
Account (FTA), Norway through the Norway 
Trust Account (NTA) and, most recently, with 
Spain within the Spanish Social Cohesion 
Account (SCA). In addition, the CEB acts as 
fund manager and provides the Secretariat 
functions of the Human Rights Trust Fund 
(HRTF) with Norway, Finland, Netherlands, 
Germany and Switzerland as donors and the 
Council of Europe as the main implementing 
agency. 

In 2008 the CEB undertook a strategic review11  
of its operations and of its cooperation with 
other IFIs and international organisations. 
Among the conclusions of this review, it is 
worth mentioning the proposal for the CEB to 
concentrate even more on the social sector 
in order to adequately fulfil its claim of being 
‘The Social Cohesion Bank’.

This strategic review, including a more 
systematic combination of CEB lending with 
sources of technical assistance, provided the 
basis for the CEB Development Plan 2010–
2014 and the accompanying CEB capital 
increase. 

2.3.3 The European Investment Bank 

EIB clients are public and private 
sector bodies and enterprises in 
the EU countries and in the non-

EU countries, including the Western Balkan 
countries, for which the EIB has received 
a lending mandate from the EU. Projects 
promoted by a public or private client must be 
in line with the lending objectives of the EIB 
and be economically, financially, technically 
and environmentally sound. The EIB finances 

a broad range of projects in all sectors of the 
economy. Projects must adhere to at least one 
of the EIB lending objectives. The EIB has two 
main financing facilities: (i) Individual loans/
Direct loans and (ii) Intermediate loans. 

Individual loans are granted to projects where 
the total investment cost exceeds €25 million. 
The EIB may finance a maximum of 50% of 
the total cost of any project. The conditions of 

11. CEB Strategic Review: Contributing to a socially cohesive and sustainable Europe in the 21st century, Report 
of the Committee of Eminent Persons to the Governing Board of the CEB, October 2008. 
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financing are adapted to the investment type. 
The WB can offer: (i) fixed rates; (ii) revisable 
fixed rates; and (iii) convertible rates (allowing 
for the change of interest rate formula during 
the life of the loan at predetermined dates or 
periods). The EIB does not normally charge 
commitment fees or non-utilisation fees. Fees 
for a project’s appraisal and required legal 
services may be applicable in certain cases. 
Repayment is normally on a semi-annual 
or annual basis. Grace periods for capital 
repayment may be granted for the construction 
phase of the project.

Intermediated loans are lines of credit or 
indirect loans designed to permit the financing 
of projects with a total investment cost of less 
than €25 million. An EIB credit line may finance 
up to 50% of the total cost of any project or, 
in certain cases, 100% of the loan granted 
by the intermediary bank. Credit lines are 
granted to intermediary banks and financing 
institutions in the country in which the project 
is based. These institutions pass on the EIB 
funds to the promoters, generally SMEs 
and local authorities. To qualify as an SME, 
a company must normally have fewer than 
250 employees. The conditions of financing 
(interest rate, grace period, loan period etc) 
are determined by the respective EIB partner 
bank. Maturities typically range between five 
and 12 years. 

Over the last decade, the EIB has stepped up 

its lending for the enhancement of Europe’s 
human capital, primarily through operations 
in the health and education sectors. Between 
January 1997 and December 2005, the EIB 
lent €22.1 billion for investment in health 
and education. These loans were part of the 
EIB’s contribution to the Lisbon Strategy and 
underpinned its activity in fostering social 
cohesion and financing innovation. 

A wide range of economically viable and 
environmentally sustainable investment 
projects in health and education are eligible 
for EIB finance. They can include the 
construction, expansion or refurbishment of 
school, college and university buildings, of 
clinics and of hospitals. The equipment needs 
of health and education buildings are also 
eligible (e.g. laboratory equipment, medical 
scanners, and so on). Information and 
communications technology (e.g. e-health, 
digital imaging and electronic patient record or 
clinical decision support systems in hospitals) 
and the infrastructure and systems to support 
e-learning. Financing is also possible for non-
physical assets such as access to higher 
education through student loan schemes and 
R&D in universities and hospitals, including 
pharmaceuticals and other medical research 
and development. The EIB can also finance 
‘programmes’ of investment that may cover a 
related set of a number of individual projects 
over a period of time.

2.3.4 The World Bank 

The World Bank, i.e. the IBRD, which 
makes long-term loans at market-
related conditions, and the IDA, 

which provides long-term (up to 40-year) 
concessional credits to low-income countries, 
offers a wide range of lending and non-lending 

solutions to meet the world’s development 
challenges. The WB has two basic types of 
lending instruments: Investment loans and 
Development policy loans. Investment loans 
have a long-term focus (five to 10 years), and 
finance goods, works and services in support 
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of economic and social development projects 
in a broad range of sectors. Development 
policy loans provide quick-disbursing external 
financing to support a government’s policy 
and institutional reforms. They provide 
financing for a wide range of activities 
aimed at creating the physical and social 
infrastructure necessary to reduce poverty 
and create sustainable development. Over the 
past two decades, investment lending has, on 
average, accounted for 75 to 80 percent of all 
WB lending.

The nature of the WB’s investment lending 
has changed over time. Originally focused on 
hardware, engineering services, and bricks 
and mortar, investment lending has come 
to focus more on institution building, social 
development, and improving the public policy 
infrastructure needed to strengthen private 
sector activity. Investment loans are available 
to IBRD borrowers (Albania, Croatia, the 
Former Yugoslav Republic of Macedonia, 
Montenegro and Serbia) and IDA borrowers 
(BiH and Kosovo*) who are not in arrears with 
the Bank Group. Funds are disbursed against 
specific foreign or local expenditures related to 
the investment project, including pre-identified 
equipment, materials, civil works, technical and 
consulting services, studies, and incremental 
recurrent costs. Procurement of these goods, 
works, and services is an important aspect of 
project implementation. To ensure satisfactory 
performance, the loan agreement may include 
conditions of disbursement for specific project 
components. 

Development policy loans (DPL) provide 
quick-disbursing assistance to countries 
with external financing needs to support 
structural reforms in an economic sector or 
in the economy as a whole. They support the 
government policy and institutional changes 
needed to create a dynamic environment 

that encourages fair and sustained growth 
for every segment of society. Over the past 
two decades, development policy lending 
(previously called adjustment lending) has 
accounted, on average, for 20 to 25 percent 
of total bank lending. Over time, it has evolved 
to focus on longer term structural, financial 
sector and social policy reforms. Loans seek to 
address complex institutional issues, such as 
strengthening education and health policies, 
the delivery of social security services, pension 
reform, improving a country’s investment 
climate, and addressing weaknesses in 
governance, public expenditure management 
and public financial accountability. DPL are 
available to IBRD and IDA borrowers who are 
not in arrears to the Bank Group. Eligibility 
for a development policy loan also requires 
agreement on policy and institutional reform 
actions that can be monitored and satisfactory 
macroeconomic management. Coordination 
with the IMF is an essential part of the 
preparation of a development policy loan. 
Funds are disbursed in one or more stages 
(tranches). Tranches are released when 
the borrower complies with the stipulated 
release conditions, such as the passage of 
reform legislation, the achievement of certain 
performance benchmarks or other evidence of 
progress toward a satisfactory macroeconomic 
framework. 

Drawing on its extensive experience with 
results-based financing approaches as part 
of its investment lending, the World Bank 
introduced in January 2012 a new lending 
instrument called Program for Results 
(or P4R). The P4R instrument finances 
government programmes and disburses upon 
achievement of programme results (and not 
inputs). 

Trust funds are financial and administrative 
arrangements between the WB and an 
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external donor that lead to grants, credits, 
loans or guarantees for high-priority 
development needs such as technical 
assistance, advisory services, debt relief, 
post-conflict transition and co-financing. 
Trust funds are accounted for separately 
from the Bank’s own resources. The WB also 
provides grants that are either funded directly 
or managed through partnerships. Most 
grants are designed to encourage new ideas, 
approaches and solutions to development 
problems; organisations working together; 
and participation by stakeholders at national 
and local levels. The Development Grant 
Facility (DGF) was established in 1997 to 
integrate the overall strategy, allocations, and 
management of WB grant-making activities 
funded from the Administrative Budget under 
a single umbrella mechanism. The DGF 
establishes grant-making as an integral part of 
the WB’s development work and an important 
complement to its lending and advisory 
services. It sets out the overall WB strategy 

of using grants to (i) encourage innovation, 
(ii) catalyse partnerships, and (iii) broaden the 
scope of WB services. In addition, all grants 
must meet sector and institutional priorities, 
be of high quality, and conform to eight DGF 
eligibility criteria.

It is important to note that the WB is a group of 
institutions and that it can avail of a full range 
of financial and non-financial instruments to 
respond to client demand. In addition to the 
IBRD and the IDA, three other organisations 
make up the WB Group and could conceivably 
play a role in fostering PPPs in the social sector: 
the IFC promotes private sector investment by 
supporting higher risk sectors; the Multilateral 
Investment Guarantee Agency (MIGA) 
provides political risk insurance (guarantees) 
to investors in and lenders to developing and 
transition countries; and the International 
Centre for Settlement of Investment Disputes 
(ICSID) settles investment disputes between 
foreign investors and their host countries.
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Main Challenges Arising for Financing 
Social Sector Projects in the Western Balkans

3.1 Need for Sectoral Strategies to Guide Investments 

3
The data presented in Chapter 2 in-
dicates that social sector projects are 
already an important component in 

the partnership between the institutions par-
ticipating with the WBIF and the Western Bal-
kan countries. 

While the individual projects being finan-
ced are well designed and address genuine 
needs, they may be reflecting specific country 
and sectoral circumstances as well as the 
particular expertise and policy orientations 
of the individual IFIs or of the EC. The data 
also highlights some of the demographic and 
policy issues facing the countries, for exam-
ple ageing populations, skills gaps, lack of 
research and innovation where the priority in-
vestment requirements can really only be de-
termined as part of a much broader strategic 
approach to the individual sectors.  

The fiscal and social demands on govern-
ments in the region, particularly in view of the 
ongoing economic crisis, places an even grea-
ter pressure to ensure that scarce resources 
are targeted in a strategic and coordinated 
manner in order to yield the best results pos-
sible. Thus comprehensive sectoral strategies 
need to combine policy reforms with capital 
investments.  

As part of its discussions on the next phase 
of assistance under the IPA – the so-called 
IPA 2 – the EC has highlighted its intention to 
move to a sector approach or a sector-based 
programming which will clearly link assistance 
to policy reforms and which will also seek to 

make even greater use of loan/grant blending 
mechanisms such as the WBIF.

In its ‘Guidelines for EC support to sector pro-
grammes (short version)’, the EC defines a 
sector approach as ‘a way of working together 
between government, development partners 
and other key stakeholders’ and as ‘a process 
aiming at broadening government and natio-
nal ownership over public sector policy and 
resource allocation decisions within the sec-
tor, increasing the coherence between policy, 
spending and results, and reducing transac-
tion costs’. 

It seems that the moment is right for the in-
troduction of such sectoral approaches under 
the WBIF in its support for reforms and in-
vestments in the social sectors in the Western 
Balkans.

The challenges to be addressed and the ins-
piration to build such an integrated strategy 
can be found first of all in a number of secto-
ral development studies, reports and reviews, 
including those on lessons learnt from past 
operations, prepared by the IFIs or by outside 
observers on the key social sector reforms 
needed as well as on priority funding needs in 
terms of investment and technical assistance 
to underpin such reforms. Looking at these 
sector by sector:
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A. Education

12. Back in June 2010, the EIB organised a workshop on Strategic Planning for Educational Infrastructure.  
The workshop concluded with a number of useful recommendations http://www.eib.org/attachments/summary-
workshop-eib-oecd-28-29-june-2010.pdf. The results of the strategic workshop have been followed mainly by 
the OECD/CELE http://www.oecd.org/department/0,3355,en_2649_35961311_1_1_1_1_1,00.html

13. See World Bank News Release 2012/110/ECA

There is already a long track record 
of CEB, WB and EC projects in edu-
cation, including vocational training, 

in the Western Balkans. The EIB is now brin-
ging its substantial resources to this sector 
and has recently mobilised several education 
projects in the region, the first being the €100 
million School Modernisation Programme in 
Serbia12. 

In education, as in the other social areas, the 
most important needs are generally of a po-
licy and strategic nature: institutional capacity 
building, enhanced teacher training, school 
governance reform, design and implementa-
tion of State-level strategies and framework 
laws, reform of teaching curricula to ensure 
a better matching between education and the 
needs of the labour market, better access and 
inclusion of minorities in the education system; 
better incentives for lifelong learning, etc. 

Embedding investments in broader education 
policies

Several IFIs have looked in detail at the chal-
lenges of financing investments in the educa-
tion area and a recurring recommendation of 
ex post evaluation reports of education pro-
jects is that to increase the relevance and 
external coherence of projects, preference 
should be given to education projects em-
bedded in broader education policies. If one 
concentrates on policies, it appears that the 
key challenge is how to adapt education sys-
tems to the needs of the twenty-first century, 
moving away from formal education to lifelong 
learning and skills development. 

A clear illustration of this is the joint underta-
king by the WB, EIB and CEB in implemen-
ting in Albania the Education Excellence and 
Equity programme (EEE-P) within the Natio-
nal Education Strategy (NES) 2004–2015. 
The objective of the EEE-P is to improve the 
quality of learning conditions and increase en-
rolment in general secondary education. 

Financial resources were provided by budget 
allocation together with other partners (CEB, 
WB and EIB). The needs and the challenges 
for this initiative are well known: below stan-
dard infrastructure, with a substantial number 
of schools still lacking appropriate sanitation 
facilities and heating systems; need for conti-
nuous school rehabilitation and equipment 
upgrading. 

However, the selection of priorities for addi-
tions to school infrastructure presupposes the 
definition of a strategy for the future: primary 
versus secondary, rural versus urban scho-
ols, etc. Hence the CEB and EIB, who are 
responsible for providing resources for school 
rehabilitation, have now urged the Albanian 
Government to secure IPA funding for an edu-
cation strategy study before they finalise the 
capital investment financing.

Some other challenges include:

Closing the skills gap

The October 2011 WB report, Skills, not just 
diplomas: managing education for results in 
Eastern Europe and Central Asia13 , argues 
that countries in Eastern Europe as well as 
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in Central Asia need to reform their education 
and training systems in order to provide the 
right skills demanded by labour markets. In-
deed, having skilled workers boosts innova-
tion, competitiveness, labour productivity and 
earnings, which are key to ignite and sustain 
inclusive economic growth in the region. 

The report’s main message can be formula-
ted as follows: Closing the skills gaps in the 
region requires a fundamental change of ap-
proach so that education and training sys-
tems refocus their attention from schooling 
inputs to learning outcomes for the vast majo-
rity of students… In spite of the large number 
of students completing upper secondary and 
tertiary education, surveys of around 10,000 
firms in the region reveal that skills shortage 
is one of the most significant bottlenecks to 
business growth. This report addresses this 
paradox and the policies that can help meet 
the demands of constantly evolving labour 
markets.

Three factors jeopardise the quality and rele-
vance of education systems. First, there is too 
little focus on measuring skills – the ultimate 
outcomes of the education and training pro-
cess. Second, schools and local authorities 
often lack flexibility and freedom to respond to 
rapidly evolving needs and the local context 
due to still pervasive centralised management 
in many countries. Third, countries have strug-
gled to reorganise their school networks in the 
face of shrinking student cohorts, resulting in 
misallocation of scarce resources – for exam-
ple in maintenance of nearly empty schools 
rather than in restoring the attractiveness of 
the teaching profession. 

Another key message formulated by Lars 
Sondergaard, the lead author of the report, 
is the following: Without adequate informa-
tion on the skills students acquire and those 

adults actually have, policies to address skills 
gaps operate in the dark. The latest 2009 Pro-
gramme for International Student Assessment 
(PISA) assessments, measuring the 15 year 
olds’ mastery of reading, science and mathe-
matics in 19 Emerging Europe and Central 
Asian countries brought sobering news – a 
large proportion of students across the region 
have a low mastery of reading and lack basic 
problem-solving skills, which do not measure 
up to the demands of a global, more competi-
tive economy. We lack data on the skills of the 
working-age population. 

The report analyses the challenges and op-
portunities to prepare education and training 
systems to address this situation, building on 
cutting-edge policies and successful interna-
tional experience. The report recommends fo-
cusing reform efforts in three main areas:

g ‘Turn the lights on’ – focus more on measu-
ring the skills which students and adults 
have. To improve the quality and relevan-
ce of education, some large knowledge 
gaps need to be filled. For instance, what 
skills – problem solving, technical and be-
havioural skills – are students lacking? 
New surveys are needed to measure the 
skills of youth and the adult population, 
and assess which skills firms are looking 
for. Knowing what the gaps are, policies 
can be designed, for instance, to improve 
curriculum, teacher training, and career 
choice. This would provide the basis for 
building stronger systems with clear lear-
ning standards and better assessments of 
performance and results;

g Enable adaptation – give more flexibility 
to schools and local authorities. In order 
to keep up with rapidly evolving labour 
markets, decision-making on how best to 
organise the instruction process to deve-
lop a proper regulatory environment and 
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produce the right skills needs to move 
from centralised ministries of education 
to local authorities and schools. The latter 
are more attuned to students’ needs and 
to local context, and thus need more free-
dom and flexibility to manage budgets, 
influence courses offered, and select and 
manage their staff; and

g Spend smarter – address sector ineffi-
ciencies. Policy-makers can tap budge-
tary savings by addressing significant 
inefficiencies in the sector, such as over-
sized school networks, to restore the at-
tractiveness of the teaching profession, 
expand early childhood and adult educa-
tion and training, and measure learning 
outcomes to systematically inform policy 
design. Much needs to be done to design 
and apply best practice in early childhood 
development programmes. Higher educa-
tion needs also to be reformed, for exam-
ple harmonisation with the EU, stimulating 
research and innovation, and developing 
quality insurance mechanisms. 

The findings and recommendations of the re-
port are intended to contribute to national de-
bates on the reforms to education and training 
systems to make them serve the needs of in-
clusive growth strategies of countries across 
the region. 

Availability of lifelong learning

CEB has highlighted that when investing in 
education, human capital and lifelong lear-
ning the links between the demographic tran-
sition and the shifts in the demand for edu-
cation at various levels should be examined. 
The ageing of population in countries of the 
region requires education systems to meet 
the challenge of preparing a population with 
higher productivity. Education systems could 
play an important role in offsetting the possi-

ble negative effects of demographic change 
on economic growth and productivity, while 
contributing to the productivity gains that will 
be needed in the global economic context. 
To maintain productivity and to increase the 
employability of older workers, which are es-
sential to counteract the falling number of to-
tal workers, ageing labour forces will require 
improvements in education and new forms of 
education throughout workers’ active lives.
 
Lifelong learning is limited at present in the 
Western Balkan countries – the participation of 
adults (aged 18–64) in education and training 
is only 8% and 10% respectively in Croatia 
and the Former Yugoslav Republic of Mace-
donia, compared to 37% in Denmark or 15% 
in the EU 15 – even though economic liberali-
sation strengthened incentives for employers 
to provide training, while growing dispersion 
of productivity-related earnings strengthens 
the incentive for individuals to seek training. 

The Western Balkan countries should en-
hance their educational achievements to the 
levels of the high performing Organisation 
for Economic Cooperation and Development 
(OECD) countries, but education must be re-
levant to the actual skill needs in the labour 
market. This message is particularly relevant 
for two reasons: (a) because the transition 
itself led to serious disconnect between the 
skills provided by education systems and the 
needs of the market economy and (b) becau-
se these education systems have only begun 
to respond to the new skill needs. The recent 
economic downturn puts these long-term 
challenges even more into the spotlight.

Increase the quality and relevance of pro-
grammes and resources

For the education system, the long-term shrin-
kage of school-age cohorts should be seen 
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as a major opportunity to raise the quality of 
human capital by freeing budget resources 
(by shedding redundant staff members and 
facilities) and using those resources to im-
prove the quality and relevance of education 
programmes and to address the demand-side 
constraints that lead to incomplete coverage 
of primary and secondary education.

These demand-side constraints have led the 
CEB to look at how it can broaden its support 
in education. While traditionally CEB support 
has focused on investment in infrastructure 
and equipment at all education levels, the 
scope of future activities can also be enlar-
ged to the introduction of Information and 
Communication Technologies (ICT) in scho-
ols; research and development; training of 
teachers and their professional development; 
and strengthening of institutional capacities.
 
Furthermore, CEB can finance programmes 
providing assistance in training specialised 
staff in the social and education sectors; the 
unemployed and disadvantaged populations; 
professional reconversion in declining econo-
mic sectors; natural and ecological disaster 
prevention for members of the civil protection 
forces; and magistrates, administrators, civil 
servants and government officials. In addi-
tion, within the CEB’s mandate to promote 
social cohesion, supporting investments that 
seek to redress education inequalities, either 
in access or in outcomes, can contribute to 
this mission. 

The knowledge triangle

In implementing a more policy-based stra-
tegy, the EIB highlights its experience gained 
throughout the EU since the launch of the 
initial Lisbon Strategy in 2000 in promoting, 
with lending reaching €103 billion in the pe-
riod 2000–2010, the establishment of a ‘com-

petitive, knowledge-based economy capable 
of sustainable and inclusive growth’. In its 
support of the new 2020 Strategy, the EIB 
concentrates its support on what goes by the 
name of the ‘knowledge triangle’. This concept 
stands at the centre of EU policy with regard 
to the knowledge economy. It links education, 
research and development, and innovation; 
each at one point of a notional triangle – with 
education and R&D as prerequisites for inno-
vation. 

The view is that reinforcing the knowledge 
triangle will have a positive impact on Euro-
pe’s competitiveness. In addition, strengthe-
ning the knowledge triangle will also be impor-
tant for fighting poverty, social exclusion and 
inequality. While the financing of R&D and of 
innovation goes beyond the scope of this re-
port, it is interesting to observe that a signifi-
cant share of EIB funding for education in EU 
countries goes to higher education, more and 
more frequently in association with private re-
sources (see below for PPPs in education). 
Universities play a major role in developing 
new ICT techniques, teaching and dissemina-
ting results – and of course they need to equip 
themselves appropriately to use the techno-
logies internally. In addition to providing the 
broadband infrastructure and related hard-
ware, ‘helpdesk’ services are required, as are 
appropriate content, teacher training, etc. 
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B. Health

Here again, a track record of projects 
in the Western Balkans has been es-
tablished by the CEB, the WB and 

the EC, with the EIB now ready to increase 
its work in the sector with substantial resour-
ces, for example the ‘Clinical Centres/B’ pro-
ject in Serbia benefiting from a €430 million 
loan from the EIB. Again, there is already a 
track record of cooperation among the WBIF 
partners in this sector, for example the Health 
Sector Enhancement project (HSEP), prepa-
red in 2004 by the WB and financed with CEB 
loans, to develop family health care facilities, 
‘the ambulantas’, throughout BiH. 

What becomes evident in reviewing the expe-
rience of these projects is that health projects 
should also be seen in the context of a wider 
set of health services in the region. The focus 
of the appraisal of health projects should be 
whether investments being financed contribu-
te to cost-effective improvement in the health 
of the people for whom they are designed and 
if they are part of a clearly articulated health 
strategy aimed at improving the efficiency 
and/or the quality of health care delivery.  

Findings from recent studies indicate a num-
ber of areas to be addressed: 

Enhancing efficiency via health care financing 
systems

A WB research working paper, Sustainability 
of Health Care Financing in the Western Balk-
ans: An Overview of Progress and Challenges 
written by Caryn Bredenkamp and Michele 
Gragnolati in 2007, focuses on how the incen-
tives created by the different elements of the 
health care financing system affect the beha-
viour of health care providers and individuals, 
and the resulting inefficiencies in revenue 

collection and expenditure containment. The 
paper analyses patterns of health care expen-
diture, finding that there is some evidence of 
cost containment, but that current expenditure 
levels, while similar to that in EU countries as 
a share of GDP, are low in per capita terms 
and the fiscal space to increase expenditures 
is extremely limited. It also examines the key 
drivers of current health care expenditure and 
the most significant barriers to revenue ge-
neration, identifying some key health reforms 
that countries in the region could consider to 
enhance the efficiency and the sustainability 
of their health systems. These reforms revol-
ve around the following proposals: 

g Optimise revenue collection: depending 
on their institutional and fiscal situation, 
and on their preferences, countries in the 
Western Balkans should also develop an 
explicit, comprehensive revenue collec-
tion strategy that considers all available 
methods such as direct taxation, indirect 
taxation, social security contributions, vo-
luntary health insurance and user char-
ges; 

g Rationalise the benefit package, aligning 
the services provided with the resources 
that are available: this process should in-
volve a review of the size and scope of 
the benefit package that takes into consi-
deration international practices, national 
demographic and epidemiological charac-
teristics and the expected future flows of 
revenues;

g Modernise the health care delivery sys-
tem, introducing a new primary health 
care model that emphasises family me-
dicine and making general practitioners 
the ‘gatekeepers’ of the rest of the health 
system; more generally, what is needed 
is a reorientation of the delivery system 
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towards preventive and primary care and 
an increase in the efficiency of the hospi-
tal network by establishing infrastructure, 
equipment, staffing and services standard 
in each facility;

g Engage the private sector, involving it in 
both the financing and provision of health 
services; however the introduction of 
PPPs in the health sector requires the ca-
reful development of an appropriate legal 
and regulatory framework;

g Strengthen human resources planning and 
training, including continuing education in 
medicine, upgrading providers’ skills and 
developing new protocols, particularly with 
regard to the promotion of healthy lifesty-
les, the prevention of non-communicable 
diseases and outpatient-based methods 
of disease management;

g Reform the payment system for health 
providers in a way which rewards output 
and quality; incentives to increase effi-
ciency and productivity have to be built in 
at both institutional and individual levels; 
this should be combined with steps to 
reduce the volume of informal payments 
made to health care providers since they 
undermine the impact of health reforms, 
siphon funds away from the health system 
and negatively affect the quality of service 
provided to those who cannot or do not 
make these payments; 

g Further capacity building and regulation in 
the pharmaceutical sector, anticipating a 
high increase in demand prompted by in-
novation, ageing populations, increasing 
incomes and better access to care; there 
will be a need to focus on increased over-
seeing and higher professional standards, 
more efficient use of limited public resour-
ces, better drug pricing policies, equity in 
access and the rational use of medicines; 
and

g Improve data quality, moving towards ins-

titutionalising systems of National Health 
Accounts (NHA) within each country, 
which would allow the analysis of expen-
diture by combinations of provider type, 
function and financing source; at the le-
vel of the individual institutions, the esta-
blishment of formal and regular financial 
reporting mechanisms is very important. 
Regular household budget surveys with 
detailed health budget components would 
greatly enhance the measurement of pri-
vate out-of-pocket health expenditures. 

The WB paper concludes with the following 
warning: Thus, the Western Balkans no lon-
ger face the choice of either reforming their 
health sectors or leaving them unchanged. 
Fiscal pressures make sectoral change inevi-
table. The real question is whether policy-ma-
kers will allow change to occur in a piecemeal 
fashion toward uncertain outcomes or will ins-
tead try to steer it along a sustainable path. 

A new public health agenda

Another interesting report is the Evaluation of 
public health services in South-Eastern Eu-
rope (SEE) published jointly in 2009 by the 
World Health Organisation (WHO) Europe 
and the CEB. This is a project of the South-
Eastern Europe Health Network, implemen-
ted within the framework of the Regional 
Cooperation Council (RCC), successor to the 
Stability Pact’s Initiative for Social Cohesion. 
Here again, a thorough analysis is followed by 
a number of general conclusions and recom-
mendations. 

The evaluation of public health services in 
the nine countries of SEE shows a number 
of common problems and challenges. A key 
challenge in all countries, according to the 
report, is a shift from the narrow idea of pu-
blic health as reflected in the institutions that 
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focus on hygiene and sanitation, towards a 
‘new’ public health that focuses on the main 
population health scourges of the time, in-
cluding non-communicable diseases, mental 
health and injuries. The need for efficient and 
effective health protection services has not 
gone away but public health as a discipline is 
conceived more broadly and includes a wider 
range of disease prevention and health-pro-
motion services and activities. This needs to 
be reflected in service delivery where disease 
prevention and health promotion are relatively 
weak. 

Getting public health in general and the agen-
da of the ‘new’ public health in particular high 
up the list of priorities for a government is a 
major challenge. Part of this challenge is to 
demonstrate the economic case for public 
health – through savings that can be made 
within the health system from preventing 
disease and promoting health, through in-
creases in productivity from a healthier popu-
lation, and because health itself is highly va-
lued by people and societies. Demonstrating 
that health is wealth is a primary concern of 
all those who advocate for public health. Eva-
luation of services is important in doing this, 
as well as in assuring quality. Quality assu-
rance and evaluation of Public Health Service 
(PHS) are both relatively weak among the 
SEE countries.

Underpinning all the weaknesses in public 
health services delivery in the SEE countries 
is the need for a better strategy and strategic 
planning with a long-term focus, and with in-
tegrated thinking that sets public health servi-
ces within the context of the health system as 
a whole. Connected to this is the need for fi-
nancing mechanisms that enable longer term 
planning, particularly in areas such as health 
promotion where funding is often haphazard, 
ad hoc and, in some cases, from international 

sources. The financing systems at present do 
not in every country ensure equity of access 
and universal access to services.

Human resources planning is identified as a 
challenge in the region. A particular problem 
has been the distribution of human resources 
with many rural areas underserved with ser-
vices. Achieving the right balance between 
specialisations has also been a challenge and 
the sector faces the problems of an ageing 
workforce profile and a view that public health 
professions have little or low recognition wi-
thin the health system.

The particular history of public health insti-
tutions in the region has meant that building 
partnerships for public health action has been 
fairly slow. Strengthening community partici-
pation, cooperation with Non-Governmental 
Organisations (NGOs), with other sectors 
for intersectoral action, with international ac-
tors and the regional level all pose significant 
challenges but also present opportunities, 
particularly in addressing new dimensions of 
public health such as the social determinants 
of health.

This CEB/WHO evaluation document also 
includes country-specific sections, reviewing 
the demographic profile, the socioeconomic 
status, the health status of the population, the 
recent developments in the stewardship of 
public health, human resources training and 
planning in public health and infrastructure, 
and operation of public health.

The ageing shock

There is also a special policy challenge in the 
health sector resulting from the ageing shock. 
Ageing populations are likely to have signifi-
cantly higher health needs, simply because 
the greatest demand for medical care occurs 



32

in the later years of life. A critical issue is long-
term care for the very old. Such care becomes 
costly as the availability of informal (family-
based) care declines, and it can have large 
opportunity costs if younger people spend 
time caring for the elderly that they would 
otherwise spend in the labour force. Ageing 
populations may put substantial new pressu-
res on long-term care for the most dependent 
elderly. Long-term care is a complex subject 
that incorporates a broad mix of medical, so-
cial and housing14 dimensions. Three general 
types of service groups are home care, ‘shel-
tered housing’ and old-age houses, and nur-
sing homes. In addition, there is a wide va-
riety of day programmes outside the home but 
in support of home care such as elderly day 
care centres, respite care centres, and edu-
cation and support for informal caregivers.
 
Pressures on long-term care are a major 
cause for concern, because most Western 
Balkan countries, despite their strong culture 
and tradition of intergenerational solidarity, 
are unprepared for the expenditure shock of 
long-term care (as distinct from clinical health 
care). Unless well-designed infrastructure and 
programmes, involving both public and priva-
te sectors, are in place to help the elderly re-
ceive care, the risk of adverse consequences 
is high. There could be a public expenditure 
shock from using expensive hospital services 
for care that could be provided more cheaply 
or there could be an output shock from family 
members having to sacrifice too much work 
time to care for elderly relatives. 

Ageing will also aggravate the magnitude of 
mental health problems, because of the in-
creasing life expectancy of those with men-
tal disorders and the ever-growing number of 

people reaching the age when the risk of such 
disorders is high. In addition to these health is-
sues, living longer will also present individual 
and societal challenges related to quality of 
life in old age, including independence, social 
interaction and community involvement.

Thus there is a considerable need to address 
financing of investment in old-age specific 
health infrastructure in order to increase its 
availability and to improve delivery of stan-
dard and long-term care and wellbeing of this 
population group and their families in general. 
Another option could be to support through 
technical and/or financial assistance the desi-
gn and development of innovative health ser-
vice delivery arrangements, including confi-
guration of services and their accessibility 
and affordability to elderly clients. Examples 
of such designs are the neighbourhood- and 
community-based arrangements comparable 
to the ‘care-friendly districts’ in the Nether-
lands or the ‘Open-care centres’ in Greece. 
These approaches introduce a category of 
care that is part medical and part social, lo-
cated between home care and primary care, 
and designed to meet the needs of the elderly 
in a more accessible way than do normal pri-
mary care services.  

Last but not least, there is increasing evi-
dence that older people already are healthier 
than their counterparts of a few decades ago 
and have healthier lifestyles relative to pre-
vious generations. Promoting a healthier old 
age may prove to be the most effective way 
of ensuring better health and lower health ex-
penditures for ageing populations. It is also 
the most long-term policy strategy; it involves 
the adoption of preventive medical and social 
approaches at earlier ages to anticipate the 

14. See below for the social housing dimension.
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needs of the elderly for clinical or long-term 
care services. These approaches include 
changes in lifestyle, especially regular exer-
cise, diet and weight control, as well as adop-
tion of preventive measures to ward off illness 

and morbidity. The potential payoff is conside-
rable in that a healthier old-age cohort would 
collectively use fewer medical and long-term 
care services. 

15. Housing in South East Europe – solving a puzzle of challenges, March 2004 
 http://www.coebank.org/upload/infocentre/Brochure/en/Housing_in_SEE.pdf

C. Social housing 

The provision of affordable social 
housing has been a key element 
of IFI financing in Europe for over 

60 years and IFIs like the CEB has devoted 
considerable effort to addressing the issue 
of housing. In its study, Social challenges in 
SEE, published in June 2005, the CEB sum-
marises as follows the key housing challen-
ges in SEE:

g Half of the housing stock lacks access to 
piped water and sewerage systems;

g Multi-family housing, the predominant 
form of housing provision in large urban 
centres, suffers from chronic under-in-
vestment and inadequate maintenance;

g Tenure structure is polarised leaving a 
small residual segment of publicly owned 
housing to respond to growing housing 
needs;

g New housing production has reached 
historically low levels with most of the 
construction aiming at the high end of the 
market;

g Illegal housing construction on a massive 
scale has led to the formation of informal 
settlements in large cities across the re-
gion, often with substandard infrastructure 
and services; and

g 850,000 displaced people across the re-
gion are still in need of a durable solution; 
more than 20,000 elderly and vulnerable 

refugees and IDPs continue to reside in 
collective centres. 

A housing underclass

There is the danger of the emergence of a 
‘housing underclass’ of people who in other 
circumstances would have been able to pur-
chase their own dwelling. With little financial 
means, young people cannot hold out much 
hope of obtaining housing at current market 
prices. At the same time, their participation in 
the labour market, especially in areas of in-
tense economic activity (the cities), depend 
largely on their ability to settle15.  

In CEB’s view, notwithstanding the magnitude 
of these challenges, as well as the specific 
conditions in each country, there is a growing 
awareness that governments across the re-
gion need to develop adequate housing po-
licies. Social housing provision for the poor 
and disadvantaged persons and a system of 
housing support that alleviates housing stress 
has emerged as a priority. These elements of 
a social housing policy could successfully ac-
company the transition towards a market eco-
nomy and sustain economic growth, by miti-
gating the social tensions arising from limited 
public resources. 
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The need for fiscal, financial and real estate 
policies

Housing policy is the focus of the study 
Trends and Progress in Housing Reforms in 
South Eastern Europe, which was published 
in October 2005 by the CEB, under the lea-
dership of Sasha Tsenkova. This study re-
viewed developments in three major policy 
areas affecting the housing systems in SEE 
– fiscal, financial and real estate policies. Gi-
ven the diversity of policy responses across 
the region, the focus was on policy outcomes 
and progress towards achievements of: (i) 
competitive housing markets; (ii) transparent 
and well-targeted housing subsidies; and (iii) 
a well functioning system of housing finance. 
Furthermore, the analysis evaluated the per-
formance of housing systems in SEE using 
a range of indicators to compare: (i) distribu-
tional efficiency; (ii) improvement of housing 
quality; (iii) stability of investment and produc-
tion; and (iv) affordability and choice. The re-
commendations of the study include the need 
to monitor policy and market indicators as well 
as the importance of a strong commitment to 
comprehensive reforms. A ‘reform path’ was 
identified that would more successfully lead 
to improved market performance. More spe-
cifically:

g On the fiscal side, the study urges go-
vernments to adopt policies that ensure 
a more efficient use of public resources 
in the housing sector, as well as policies 
aiming at establishing a more efficient and 
equitable distribution of subsidies. In parti-
cular, support for social rental housing and 
demand-based assistance to low-income 
households should be introduced. Sepa-
rate but not necessarily complementary 
policy measures and short-lived financial 
incentives promoting home ownership 
need to be reconsidered;

g On the financial side, the study argues 
that policy reforms so far have encoura-
ged the transition from a highly centralised 
and subsidised system of housing finance 
to a system driven by private initiative and 
the real cost of housing services to consu-
mers. Policies to develop a more efficient 
infrastructure supporting the primary mor-
tgage market need to receive priority in 
the region; and

g In the area of real estate, policies that en-
courage the competitive provision of hou-
sing services are encouraged, the study 
recommends legal changes ensuring the 
effective management of privatised multi-
family housing as well as procedures to 
finance maintenance and renovation, par-
ticularly to improve energy efficiency of 
existing housing.  

Impact of ageing populations on the demand 
for housing

As in education and health, social housing 
in the Western Balkans will have to take into 
consideration the phenomenon of ageing po-
pulations, which will increase demand for a 
new segment characterised by specific needs 
in terms of accessibility, design, infrastruc-
ture, technologies, etc. but also by health 
conditions, culture and income level. The so-
called ‘frail elderly’ (above 80 years of age) 
will require new and adjusted housing condi-
tions for their particular needs. Specific dwel-
lings for the elderly could include retirement 
homes, but also ‘sheltered’ housing or ‘extra-
care sheltered’ housing. Furthermore, elderly 
people represent one of the most vulnerable 
populations as regards housing, for they re-
present an economically and socially disad-
vantaged group on the market which might be 
subject to discrimination. 

The phenomenon of ageing populations po-
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Strengthening social integration in-
cludes special efforts to attack the 
roots of exclusion of vulnerable 

groups, for example migrants, displaced per-
sons and minorities, in particular the Roma. 
As mentioned in the EU Framework for na-
tional Roma integration strategies up to 2020 
(CDM 52011 173/4 – April 2011): Roma in en-
largement countries face similar or even more 
serious problems than in many EU member 
states. In the Western Balkans, the Roma 
community constitutes the most vulnerable 
minority group, facing widespread poverty, 
socioeconomic marginalisation and frequent 
discrimination, particularly regarding access 
to education, social protection, health, em-
ployment and adequate housing. 

The WB addresses Roma issues in the context 
of its work on poverty and economic develo-
pment in the region and has built up conside-
rable data and information on the welfare of 
Roma in Europe including the Balkans. It has 
also carried out a number of studies on chal-
lenges facing this vulnerable group. Although 

the Roma inclusion process goes far beyond 
the sole question of financing – fighting pre-
judice and managing diversity requires more 
than just money – access to financial resour-
ces is crucial for the success of inclusion stra-
tegies set out by national governments and 
European Authorities.  

The CEB has gained expertise in designing 
and financing projects in this area. These pro-
jects aim at supporting governments and/or 
local authorities in their efforts to foster Roma 
integration by means of medium/long-term 
investment loans on favourable terms, pro-
moting Roma participation in the design and 
implementation of projects and monitoring the 
social impact of such projects. 

Access to education, health and social hou-
sing

Ensuring the access of Roma to education, 
health and social housing are the main targets 
defined by the Commission in April 2011:

ses a number of challenges for housing provi-
sion in general and for social housing in par-
ticular. On the one hand, it means that fewer 
dwellings become available to the market, 
thereby reducing the supply; indeed there is 
a trend towards greater residential indepen-
dence among the elderly, particularly for tho-
se between 65 and 80 years of age, as the 
tradition of elderly people coming back to live 
with their children is slowly disappearing. 

On the other hand, there is a need to: (i) adapt 
the homes of the elderly and provide services 
at home and (ii) rethink the conditions of nei-
ghbourhoods where elderly people live isola-

ted from their relatives. There is an increase 
in urban behaviour patterns, as elderly people 
who live on their own tend to stay in urban 
areas where services, transport links and fa-
cilities are more available. In terms of social 
housing, it means that adequate and affor-
dable housing provision should be aimed at 
more diverse products for the benefit of a wi-
der range of household types and needs, in 
terms of size of dwellings and tenure diversity, 
located in larger urban areas with affordable 
housing in short supply and/or including dwel-
lings specifically designed to suit the needs of 
the elderly in terms of physical accessibility, 
infrastructure and services. 

D. Integration of vulnerable groups, in particular the Roma
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g Access to education: ensure that all Roma 
children complete at least primary school;

g Access to employment: cut the employ-
ment gap between Roma and the rest of 
the population;

g Access to health care: reduce the gap in 
health status between the Roma and the 
rest of the population; and 

g Access to housing and essential services: 
close the gap between the share of Roma 
with access to housing and to public uti-
lities (such as water, electricity and gas) 
and that of the rest of the population.

Need for integration strategies

In order to attain these goals, the Commission 
recommends that governments set out natio-
nal Roma integration strategies, bearing in 
mind the following approaches:

g Set achievable national goals for Roma in-
tegration to bridge the gap with the general 
population. These targets should address, 
as a minimum, the four EU Roma integra-
tion goals relating to access to education, 
employment, health care and housing;

g Identify where relevant those disadvanta-
ged micro-regions or segregated neigh-
bourhoods, where communities are most 
deprived, using already available socioe-
conomic and territorial indicators (i.e. very 
low educational level, long-term unem-
ployment, etc.);

g Allocate sufficient funding from national 
budgets, which will be complemented, 
where appropriate, by international and 
EU funding; 

g Include strong monitoring methods to 
evaluate the impact of Roma integration 
actions and a review mechanism for the 
adaptation of the strategy;

g Be designed, implemented and monitored 
in close cooperation and continuous dialo-

gue with Roma civil society, regional and 
local authorities; and

g Appoint a national contact point for the na-
tional Roma integration strategy with the 
authority to coordinate the development 
and implementation of the strategy or, 
where relevant, rely on suitable existing 
administrative structures.

In the ‘EU Framework for national Roma inte-
gration strategies up to 2020’, the Commission 
is committed to help, at regional and national 
level, the efforts of the candidate or potential 
candidate countries to improve the social and 
economic inclusion of Roma through:

g Improving the delivery of support under the 
Instrument on Pre-Accession Assistance 
towards a strategic and results-oriented 
national and multi-beneficiary programme 
with a focus on a sector-wide approach 
for social development. The Commission 
is currently implementing or planning pro-
jects with a total value of more than €50 
million which could also exclusively or 
partly benefit the Roma communities;

g Strengthening the involvement of civil 
society by encouraging institutionalised 
dialogues with Roma representatives to 
become involved and take responsibility 
for policy formulation, implementation and 
monitoring on regional, national and local 
level; and

g Close monitoring of the progress made by 
each country regarding the economic and 
social situation of Roma and annual pre-
sentation of its conclusions in the enlarge-
ment Progress Reports. 

As far as the need for better coordination 
and strengthened involvement of civil society 
is concerned, a reference could be made to 
the role played by the European Platform for 
Roma inclusion:
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Through the Platform, concerned stakehol-
ders, especially representatives of the Roma 
communities, should have the possibility to 
play a role in the European Framework for 
National Roma Integration Strategies. The 
strengthened Platform can support member 
states to find the relevant policy responses 

through the exchange of good practices and 
the discussion of approaches from internatio-
nal organisations with experience in promo-
ting Roma inclusion. It will also provide the 
Commission with feedback on the results of 
national efforts on the ground through the voi-
ce of Roma civil society.

E. Safety nets and/or social services delivery

To date, externally financed analy-
sis, technical assistance and fun-
ding for improvements in the delivery 

of social security and other social services 
to the populations of the Western Balkan 
countries has been mainly provided by the 
World Bank. While it is not an area that has 
been considered by the WBIF up to now, it 
is an area of increasing interest for the EC – 
particularly DG Employment as it seeks to 
extend the targets of Europe 2020, especially 
inclusive growth, to the Western Balkans. 
 
Reforms to ensure adequate quality, perfor-
mance and delivery of social services

Investments in this difficult area are most of 
the time linked to support reforms of safety net 
policies and capacity building for more effec-
tive delivery systems. The quality and the per-
formance of the safety nets and more broadly 
of social services delivery are indeed a matter 
of concern in all Western Balkan countries. 
Overall, the WB’s assessment of the perfor-
mance of social assistance is the following:
 
g Impressive targeting: the percent of bene-

fits going to the poorest consumption quin-
tile is quite high;

g Low coverage: the percent of poorest 
quintile who receive benefits, however, is 
low; and

g The average transfer amount as a fraction 

of average consumption for beneficiary 
households in the poorest quintile is ge-
nerous but moderate overall and low for 
LRSA.

 
If one looks at individual countries, the reform 
challenges often appear acute and urgent. For 
instance in BiH, according to the WB Country 
Partnership Strategy (CPS), outlays on social 
transfers are high but not poverty focused; ve-
terans benefits are high relative to other disa-
bility benefits, pensions and average wages; 
the social welfare system contains multiple 
programmes competing for scarce resources: 
they should be integrated to ensure effective 
monitoring and reduce opportunities for ‘dou-
ble dipping’.  

If one looks at the CPS adopted by the WB 
for each of the Western Balkan countries, 
each includes enhancement and reform of 
social protection as one of its key objectives. 
For instance, the CPS for the Former Yugos-
lav Republic of Macedonia, lists among the 
desired CPS outcomes ‘Social Safety Net: 
Cash benefits reach the most vulnerable’. Re-
ference is made to a recent conditional cash 
transfer (CCT) project, the first of its kind in 
the Europe and Central Asia (ECA) region, 
which makes cash benefits conditional to se-
condary school enrolment and which could be 
expanded to primary and pre-primary, as well 
as health care and adult training programmes. 
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Given the origins of the WBIF as a 
framework to promote priority invest-
ments, it is not clear if pension reform 

is a priority area for this particular instrument. 
However pension reform will be vital to the 
overall socioeconomic environment in the re-
gion. The EC has expressed interest in wor-
king together with interested IFIs in the field 
of pensions. Most recently, DG Employment 
has expressed interest in exploring options 
for support to pension reform under IPA IV. 

Fiscal sustainability of pension systems

For many of the Western Balkan countries, 
low labour force participation and the ageing 
of society means that ensuring the fiscal 
sustainability of the pension system is a key 
challenge. Of course, the region’s problem is 
not unique, as many countries in Europe and 
elsewhere face similar issues. In addition to 
maintaining fiscal sustainability of the system, 
its social sustainability is equally important. 
Thus, addressing the low future replacement 
rates and the current significant inequities, 

In addition, this project aims at improving the 
administration of services under the social sa-
fety net, including overseeing mechanisms, 
service delivery, and monitoring and evalua-
tion. More broadly, the project aims to leve-
rage increased efficiency to realise fiscal sa-
vings, which may create space for an increase 
in spending on social assistance, which, at 
1% of GDP, is low compared to averages in 
ECA (1.7%) and the OECD (2.5%). The CPS 
Outcome on Social Protection is to be seen 
in conjunction with another CPS Outcome 
on Employability, aiming at reducing impedi-
ments to hiring: here the World Bank propo-
ses a development policy loan (DPL) which 
would be linked to a reduction of the labour 
tax wedge, reducing social insurance contri-
butions to 27% of the gross wage, as well as 
to restraint in the growth of public sector wa-
ges and improvement of the process through 
which wages are set in the public sector. This 
example shows how wide ranging the reforms 
associated with the financing of ‘social protec-
tion’ projects can be. 

Another interesting case, showing how the 
challenge of social protection reform can be 
supported by IFI lending, is the recent Alba-

nia Social Sector Reform DPL of the World 
Bank. To improve the effectiveness of social 
safety nets, this DPL supports policies that: (i) 
strengthen the mechanisms to allocate funds 
and select beneficiaries in the main social as-
sistance programme; (ii) introduce incentives 
for investing in human capital by providing an 
additional benefit linked to school enrolment 
and attendance for families with school age 
children; (iii) initiate the process to create a 
unified registry of beneficiaries of social as-
sistance programmes; and (iv) change the 
indexation formula of the disability benefits 
programme, to control the share allocated to 
this programme, which is growing dispropor-
tionately. 

Very few projects in the Western Balkans 
so far have dealt with another type of social 
service that would provide a potentially cru-
cial area for policy-based lending, namely la-
bour market interventions, for example efforts 
aimed at improving both policy design and de-
livery of retraining services and reintegration 
into labour markets for workers who have lost 
their jobs. It is an area which the recent crisis 
has made more important. 

F. Pension reform
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3.2           Issues Arising in Financing Sources and Structures

As explained above, given the im-
possibility to measure accurately 
and even more to ‘ring fence’ the 

incremental cash flow or even the intangible 
benefits associated with them, social projects 
are more reliant on grant financing than loan 
financing, particularly private or even public 
sector loans with market-related interest ra-
tes. A key issue in this connection is the ap-
propriate level of blending between grants and 
loans, reflecting also the public/private nature 
of the benefits resulting from these projects 
and the mix of cash-flow versus non cash-flow 
benefits accruing to the legal entity (person or 
institution) having obtained the financing. In 
general, weak or inexistent cash-flow genera-

tion is translated into the need for grant finan-
cing or at least lower leverage in the relation 
between grants and loans. 

The financing structures of social sector pro-
jects in the region are quite varied. Neverthe-
less, some patterns can be observed. In the 
poorer countries such as Albania and BiH as 
well as in Kosovo*, there is a higher propor-
tion of concessional financing for social sector 
projects. These primarily take the form of EC 
grants and IDA financing as well as bilateral 
grants, often through the use of grant funds 
set up by OECD countries such as Japan or 
Norway, which can be used to complement IFI 
lending. 

3.2.1        Concessional and non-concessional financing structures

such as the differences in privileged and old-
aged pensions, is also a priority. 

The World Bank has mapped out a set of poli-
cy measures in the recent Public Finance Re-
view that could lead to major improvements 
in the long-term sustainability of the pension 
system. The most recent CPS indicates that, 
if a government were to implement some of 
the key recommendations of the Public Fi-
nance Review in the pension system, support 
through a DPL could be envisaged. 

The challenge of sustainability is even more 
daunting in the poorer Western Balkan coun-
tries. In Albania a compressed benefit struc-
ture, though redistributive, provides little in-
centive for people to contribute and/or declare 
correct earnings. As a result, a low share of 
the working-age population is contributing to 
the pension system in Albania but the pension 
system has to finance several generations of 

elderly people, most of whom have full pen-
sion rights. In addition, the roles of pension 
and social assistance programmes are not 
clearly demarcated. In rural areas, the pen-
sion and social assistance branches of the 
system have evolved in such a way that rural 
pensions have essentially become social as-
sistance benefit. 

Rural pensioners pay contributions based on 
a flat amount, but a large part of their contri-
bution is paid for by the Government. Spora-
dic implementation of the pension indexation 
rule leads to uncertainty. Pension administra-
tion is weak, with some of the past records 
still paper-based. The Albanian Government 
has made reform of the pension system ad-
ministration one of its main priorities, but has 
delayed efforts on the necessary measures 
owing to the need for a broad-based and mul-
tiparty consensus. 
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However, there is no consistent pattern with 
regard to availing of concessional projects in 
the other countries, for example the Former 
Yugoslav Republic of Macedonia did not get 
any IDA credit for social projects but Monte-
negro obtained US$7 million IDA credit for a 
health project, while Serbia borrowed US$25 
million from IDA for a pension reform project. 
Nevertheless, even in the poorer Western 
Balkan countries, there are instances of bor-
rowings from the IBRD, EIB and CEB at rates 
that were not purely concessional for educa-
tion, health, housing and social services pro-
jects. Of course housing projects generate 
cash flows that are easier to identify and ring 
fence than educational projects or social ser-
vices projects and such loans are provided at 
advantageous conditions in terms of interest 
rates, long maturities and generous grace pe-
riods thanks to the AAA rating of the IFIs such 
as CEB. Nevertheless, one may wonder in the 
case of countries such as Albania and BiH, 

whether it would not be preferable to soften 
their impact by blending them with grants.
 
There have been a number of education, vo-
cational training and health sector program-
mes in the Western Balkans financed through 
EC grants. However, it is not clear if these 
projects have been coordinated with social 
projects in the same countries and subsec-
tors financed at market-related interest rates 
by the IFIs. The need for deeper coordination 
between EC grants through IPA national pro-
grammes and IFI loans have been identified 
very early in the work of the WBIF, and the 
WBIF Review sets this coordination as one of 
the tasks to be accomplished.

In the context of the WBIF, a key challenge is 
therefore to define the optimal way in which 
EC grants could be blended with the financing 
of the IFIs for social sector projects.

3.2.2          Public Private Partnerships

Having in mind the scarcity of public 
funding sources as well as the limits 
imposed by the current fiscal crisis 

and the limited development of the local cur-
rency capital markets in the Western Balkan 
countries, a second issue concerns the feasi-
bility of PPPs in supporting social sector pro-
jects.

Whereas they appear as an attractive way to 
involve private investors in the financing and 
provision of specific public goods, in particular 
infrastructure services, PPPs are in reality re-
latively difficult to implement, even in advan-
ced economies. They require an appropriate 
legislative and regulatory framework as well 
as specific expertise, which cannot be built 
overnight. 

In an effort to identify and promote best practi-
ces in PPP policy design and implementation, 
the OECD released in 2006 the Principles for 
Private Sector Participation in Infrastructure. 
Based on these principles, the OECD has 
been using several indicators to evaluate the 
feasibility of PPPs in specific countries: exis-
tence of a specific unit within the government 
to coordinate and develop PPP policy; a le-
gislative framework, covering PPP projects; a 
consultation process; a method for conducting 
cost-benefit analysis; and monitoring mecha-
nisms. The results show that PPPs are just 
emerging in the Western Balkans. Montenegro 
is slightly ahead among the countries. Croatia 
and the Former Yugoslav Republic of Mace-
donia, Albania and Serbia are not far behind, 
although some of these countries still need to 
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create specific units or agencies to coordinate 
and implement PPP policy. BiH and Kosovo* 
are in the initial stages of developing legal 
frameworks for PPPs. In all cases, actual ex-
perience with PPP projects, except perhaps 
for water or electricity supply concessions, is 
very limited.

The elusive character of the incremental 
cash flow makes it even more difficult to set 
up PPPs in the social sector, with the excep-
tion perhaps of some more specialised health 
services for which specific payments can be 
levied. 

One of the few social sector PPPs under pre-
paration in the region has recently been put 
on hold due to political changes in the Former 
Yugoslav Republic of Macedonia where the 
IFC had been advising the Ministry of Health 
on structuring and implementing PPPs for two 
dialysis centres. The development objectives 
of this project are: (i) to bring an affordable 
public service to the haemodialysis sector in 
Skopje and potentially other regions; (ii) intro-
duce high technical and managerial standards 

in the sector that could benefit up to 600 peo-
ple; (iii) introduce efficiencies and internatio-
nal best practices from the private sector in 
a public service; and (iv) bring private invest-
ment estimated at US$10 million.

According to international tender launched by 
the Government, it will only provide for the ne-
cessary space, while the company selected at 
the tender would construct, refurbish, operate, 
maintain and hand over to the Government at 
the end of the PPP contract term one or two 
hemodialysis centres. 

Chapter 4 sets out some examples of innova-
tive social sector PPP experiences in OECD 
and NMS of the EU that may have relevance 
for the Western Balkans. In addition, the World 
Bank is due to initiate shortly a pilot social 
service PPP project in Serbia’s health sector. 
Other Western Balkan countries should clo-
sely follow this pilot project as it could set a 
good example of how PPPs could transform 
the management of social services in the re-
gion. 

 3.2.3  Potential of social entrepreneurship to contribute to the achievement 
  of social goals through financing social sector projects 

There is an increasing recognition all 
over the world that social entrepre-
neurship and social enterprises are 

likely to play an increasing role in the achieve-
ment of social goals. 

According to David Bornstein and Susan 
Davis, a founding member of the Grameen 
Foundation16,‘social entrepreneurship is a 

process by which citizens build or transform 
institutions to advance solutions to social pro-
blems such as poverty, illness, illiteracy, envi-
ronmental destruction, human rights abuses 
and corruption, in order to make life better for 
many’. Greg Dees, who is often referred to as 
the father of social entrepreneurship educa-
tion, sees social entrepreneurs as a particular 
group of entrepreneurs, i.e. persons who, as 

16. David Bornstein and Susan Davis, Social Entrepreneurship, What everyone needs to know, Oxford University 
Press, 2010. See also David Bornstein, How to change the world: social entrepreneurs and the power of new 
ideas, Oxford University Press, 2007
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suggested by Jean-Baptiste Say and Joseph 
Schumpeter, are finding ways to improve the 
productive capacity of society. Dees holds 
that ‘social entrepreneurs create new combi-
nations of people and resources that signifi-
cantly improve society’s capacity to address 
problems. Social entrepreneurs, he explains, 
create public value, pursue new opportuni-
ties, innovate and adapt, act boldly, leverage 
resources they do not control and exhibit a 
strong sense of accountability’17. 

The Ashoka Innovators for the Public18  define 
social entrepreneurship as ‘individuals with in-
novative solutions to society’s most pressing 
social problems’. Social entrepreneurship ap-
pears therefore, to be linked to social inno-
vation. As stated by Professor Yunus, Nobel 
Peace Prize winner and founder of the Gra-
meen Bank, ‘By defining entrepreneurship in 
a broader way, we can change the character 
of capitalism radically.’

More specifically, what defines social enter-
prise is the use of the entrepreneurial drive 
and of a market-driven business model to 
address key social or environmental issues. 
The key characteristic is neither the non-profit 
character of most social enterprises nor their 
ownership structure, which may be but is not 
necessarily collective, but the overarching 
purpose of addressing social and/or environ-
mental issues. Despite the lack or variety of 
official definitions, some features characterise 
‘social enterprises’:

g They fulfil social and/or environmental 
goals;

g They generally address a target popula-
tion in need (poor, sick, illiterate, disabled, 

unemployed, ex-prisoners, disadvantaged 
persons, etc.);

g They may operate under various legal 
forms;

g They deal frequently with voluntary social 
work;

g They have a non-profit orientation or rein-
vest their profits; and

g They may receive public funding.

In the EU and in the Western Balkan coun-
tries, as in the rest of the world, the social 
economy sector has become increasingly 
market driven due to constraints on the public 
social budget and to efficiency considerations 
in the public sector. The recent economic and 
financial crisis has increased this trend. In this 
context, social enterprises are seen as natu-
ral actors likely to play an increasing role in 
the pursuit of social goals, including through 
the conception, implementation and funding 
of social sector projects, and deserving of 
support from national governments and Euro-
pean and international organisations. 

In 2007, recognising the increasing importan-
ce of social enterprises and aiming to obtain 
knowledge on and raise visibility of the sec-
tor, the European Commission charged the 
Austrian Institute for SME Research in coope-
ration with TSE Entre, Turku School of Eco-
nomics (Finland), with a ‘Study on Practices 
and Policies in the Social Enterprise Sector in 
Europe’19. The aim of the research study was 
to describe key features of the social enter-
prise sector and to identify and present rele-
vant support measures for social enterprises 
in 31 European countries (27 EU countries 
plus Iceland, Liechtenstein, Norway and Tur-
key), to select and present good practices in 

17. Quoted in David Bornstein and Susan Davis, op.cit. 
18. The Ashoka Innovators for the Public are a global association of the world’s leading social entrepreneurs 

founded in 1980 and based in Arlington, Virginia, USA.
19. KMU Forschung Austria, Study on Practices and Policies in the Social Enterprise Sector in Europe, Final 

Report, Vienna, June 2007. 
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the promotion of social enterprises and to de-
rive and discuss conclusions concerning the 
further promotion of the sector. 

The study highlighted five main types of sup-
port measures used in promoting social enter-
prises, namely:

g Legal regulations, including tax exemp-
tions and tax privileges;

g Financial support in the form of subsidies 
or project grants as well as indirect sup-
port mostly in the form of wage subsidies 
for social enterprises active in the field of 
work integration;

g Business support ranging from the provi-
sion of business incubators to consultancy 
services; 

g Fostering cooperation both at the vertical 
level (between public authorities and the 
social enterprise sector) and at horizontal 
level (cooperation between social enter-
prises or umbrella organisations); and

g The European Community Initiative 
EQUAL. This showed that an external 
impetus clearly raised the importance 
and influence of the sector by providing 
important funds for projects of social en-
terprises, particularly in the New Member 
States. The ESF regulation 2007–2013 
is contributing to the development of the 
social enterprises sector, particularly with 
respect to ‘promoting partnership for re-
form in the fields of employment and in-
clusion’.

Funding remains the main constraint on the 
development of social entrepreneurship. To 
ease this constraint, the EC has proposed 
to set up a recognised EU brand for social 
enterprise funds, the ‘European Social En-
trepreneurship Funds’ (see press release of 
7 December 2011). Funds that would market 
themselves using this brand would have to in-

vest at least 70% of their money in social busi-
nesses. With this label, investors would know 
that the majority of their investment would go 
into social businesses. The draft regulation 
provides also for improved investor informa-
tion and a breakdown of barriers to fundrai-
sing across Europe. As part of their efforts 
to take on board (in this case to anticipate) 
the EU acquis communautaire, the Western 
Balkan countries should set up a similar legal 
framework. It would be worthwhile for the EU 
to help set up and to partially fund such ‘Eu-
ropean Social Entrepreneurship Funds’ in the 
Western Balkan countries.

Another regional initiative currently available to 
new EU MS and the enlargement countries is 
CoopEst (Finance for Social Economy Initiati-
ves in Central and Eastern Europe). This aims 
at initiating and fostering the development of 
cooperatives, mutual societies, associations, 
foundations and social enterprises, which 
together are referred to as ‘social economy’. 
CoopEst, which has support from DG Regio, 
is a joint initiative of seven institutions involved 
in the social economy in Belgium, France, Ita-
ly and Poland, including Crédit Coopératif and 
IDES Investissements from France, Soficatra 
from Belgium and the Compagnia Finanziaria 
Industriale (CFI Roma) from Italy. It provides 
long-term investment up to 10 years and will 
work through local financial intermediaries. 
The amounts of investment per project are ra-
ther small, between €500,000 and €2 million, 
but are meant to generate a lever-effect ena-
bling the beneficiary groups to obtain more 
funds from other financial institutions. 

The concept of social entrepreneurship is also 
gaining more attention in the Western Balk-
an countries through the efforts of the RCC 
which has started to promote the concepts of 
social economy and social entrepreneurship. 
The RCC sees these as key ingredients of 
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and contributors to economic and social de-
velopment for the region, through their ability 
to create tools and opportunities that provide 
creative solutions for tackling today’s ove-
rwhelming social problems in the region, in-
cluding job creation and skills development, 
local economic growth, protection of the en-

vironment, and promotion of social inclusion 
and social cohesion. The RCC has made par-
ticular inroads in terms of providing support 
for women entrepreneurs. Further details on 
RCC’s activities in this area are available in 
Annex 2: Project 6. 

3.2.4  Investment lending versus sectoral approach in the Western 
  Balkans social sector 

Last but not least, in terms of what 
is being financed and how conditio-
nality is defined in the case of social 

projects, there is a wide range of structures 
that can be used. 

Traditionally, the IFIs and the EC have concen-
trated on ‘investment lending’ supporting spe-
cific projects in the WB social subsectors of 
education, health and social housing. In this 
context, the funds being lent or granted have 
been disbursed for construction costs or for 
the procurement of specific furniture, equip-
ment, teaching materials, drugs or specialised 
services, including training directly related to 
a specific social sector infrastructure, such as 
schools, hospitals or other health centres, or 
particular blocks of social housing or peniten-
tiary facilities. This applies in the large majo-
rity of the cases financed by WBIF partners. 
However, in some cases, conditionality is not 
exclusively linked to the content and the mana-
gement of the specific project being financed 
but to broader policy reforms, so that some 
of these operations can genuinely be seen 
as sectoral operations supporting the overall 
sector reforms in the context of a sectoral ap-
proach. Examples include the following:

g US$5 million IDA credit for the Montenegro 
Education Reform Project (MERP) com-
pleted in 2009: this project aimed not only 

at improving or renovating the educatio-
nal infrastructure (e.g. schools in disrepair 
or operating in multiple shifts) but also at 
improving the quality of teaching and lear-
ning, and more broadly at strengthening 
the management and efficiency of educa-
tion expenditure. For more details please 
refer to Annex 2: Project 5; and

g US$17 million IDA credit for the BiH Health 
Sector Enhancement Project (HSEP), ex-
tended in 2004 and still ongoing: this pro-
ject supported activities in both the Fede-
ration of BiH and in the RS for (i) primary 
health care restructuring, particularly 
through the provision of formal education 
and the retraining of medical doctors and 
nurses, (ii) improved health sector ma-
nagement capacity and (iii) support for 
health policy formulation and project ma-
nagement. In addition, the CEB approved 
two projects (in 2005 and 2011) for a total 
amount of €20 million in the framework 
of the HSEP. The CEB funding was used 
primarily to refurbish, reconstruct, and 
construct new ‘ambulantas’ (equivalent 
to primary health care facilities) and, to 
a lesser degree, to provide medical and 
IT equipment. Upon completion of both 
phases, the FBiH will have 385 ‘ambulan-
tas’ refurbished and the RS will have 277. 
About 2,8 million persons, (about 70% of 
the population against 5% before 2005) 
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will have access to family medicine. For 
more details please refer to Annex 2: Pro-
ject 4. 

In addition to the investment funding, CEB ad-
ded value also comes in the form of second 
opinions on key issues to the WB and to the 
implementation units during preparation and 
implementation, at times involving specific 
conditionality for disbursement of funds. Fur-
ther, BiH’s eligibility for interest rate subsidy 
through CEB’s STA reduces the borrowing 
cost for the country close to or below the WB 
IDA level on a project of very high social value. 

A similar joint initiative was conducted in Al-
bania, where the Tirana University Hospital 
Centre Reform Programme was initiated by 
the Albanian Government in the framework of 
WB/IDA Health System Recovery and Deve-
lopment Project (May 1998–January 2005). 
This project had four components: (a) natio-
nal capacity building; (b) governance and ma-
nagement of the health system in the Tirana 
region; (c) upgrading of Tirana health care 
delivery system; and (d) project development. 
As part of this programme the rehabilitation 
of the Regional Skodra Hospital was carried 
out in line with the overall construction and re-
habilitation plan elaborated by the WB. The 
first phase was financed mainly by the WB but 
the second and third phases were financed by 
CEB and the Government of Albania.
 
There is an increasing realisation that the 
ultimate success of projects being financed 
depends on the quality of the policies pur-
sued not only in the narrowly defined sector 
concerned but more broadly in the context of 
a general structural adjustment of budgetary 
expenditures. Hence, there is an increasing 
debate regarding the options to link financing 
to broader policy reforms as well as to allow 
disbursement to take place in a more flexible 

way not only against goods or services di-
rectly related to the sector but also against a 
larger set of goods and services needed for 
the good functioning of the economy of the 
countries concerned. Policy-based lending in 
support of a sectoral approach may ultimately 
become a form of balance-of-payment loan, 
albeit with a sectoral policy reform conditio-
nality. 

It is worthwhile in this connection to look at 
the ‘Guidelines for EC support to Sector pro-
grammes (Short version)’. They propose the 
following modus operandi: ‘As a result of 
following a Sector Approach, a government 
progressively develops a sector programme. 
Sector programmes are based on three core 
elements: the sector policy and strategy; the 
sector budget and its medium-term expendi-
tures perspective; and the sector coordination 
framework through which the sector strategy, 
action plans and budget are reviewed and 
updated. A sector programme may be des-
cribed as a set of activities to implement the 
sector strategy. The EC’s aid instrument for 
supporting a sector programme is known as 
a Sector Policy Support Programme (SPSP). 
The sector approach serves as a coordinating 
framework for a government’s own activities 
and for donor support which may take diffe-
rent forms, including projects, technical assis-
tance, and various forms of programmatic aid, 
including budget support.’
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Experience of the New EU Member 
States and OECD Countries

4.1 Financing Sources and Structures used in New Member States

4
In order to examine the likely improve-
ments the Western Balkans need to 
make on their path to EU integration, 

it is useful to compare the current situation in 
the Western Balkans in terms of social sector 
quality and investment in the social sector to 
those of the NMS during their EU accession 
period. 

The quantity, composition and quality of public 
spending have a strong direct effect on the 
economic and social development of a country. 
Spending on capital investment is expected to 
have a positive impact on the economic growth 
of the country. Furthermore, spending on capi-
tal investment in the social sector has multiple 
positive effects on economic growth and social 
development. The Treaty of Lisbon enables and 
directs the EU to reduce disparities between 
the levels of development of the various re-
gions by promoting harmonious development 
through ‘actions leading to the strengthening 
of its economic, social and territorial cohesion’. 
EU 2020 further emphasises development in 
the social sector as a priority. In the EU, public 
spending in sectors conducive to economic 
growth, including education, is increased via 
EU Cohesion Policy instruments. 

While the breakdown into categories of public 
capital spending (and thus data on capital in-
vestment in the social sector) is not available, 
analyses of the trends in overall capital spen-
ding and overall spending in social sectors re-
veal a positive relationship between higher eco-
nomic and social development and increased 
public spending for social infrastructure. 

As summarised in the EU Regional Policy 
Working Paper Patterns and Trends of Public 
Investment in the New Member States of the 
European Union by Angel Catalina Rubianes 
(2010), in the 2000–2009 period, public invest-
ment was consistently higher in the NMS (in 
terms of GDP) than in the old EU states, des-
pite their lower levels of total public spending, 
with this favourable gap oscillating between 
1.2 and 2.4 points of GDP. 

Table 1 shows Eurostat data for the EU 27, EU 
15 and the 12 NMS and provides comparative 
data on:
g GDP expressed as a percentage of EU 27 

GDP (based on EUR per capita);
g Total gross capital formation expressed as 

a percentage of GDP;
g Total government expenditure expressed 

as a percentage of GDP;
g Public gross capital formation expressed 

as a percentage of GDP; and
g Government expenditure on health and 

education expressed as a percentage of 
GDP. 

It is evident that public capital spending was 
higher in the NMS than in the EU 15 for the en-
tire period from 1995 to 2010. While the exact 
effects of the gross capital formation on GDP 
are difficult to gauge numerically, investment 
is an important part of the aggregate demand 
(Rubianes, 2010). Consequently, the strong 
convergence to EU averages in terms of GDP 
per capita of the NMS (the share of average 
GDP in NMS in comparison with the EU 27 
average increased from 28 in 1995 to 48 in 
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2008) was influenced by strong public capital 
investment. This is illustrated by the fact that 
the NMS did most of the catching up in terms of 
GDP per capita in the period 2004 to 2008. At 
the same time, in that period, the gap between 
the public capital investment in NMS and the 
EU 15 was the strongest (on average around 

1.6%), as was the gap between the total gross 
capital formation (on average around 6.6%). 
The public sector has a higher share in total 
gross capital investment in the NMS and that 
public spending tends to be higher in countries 
with higher levels of GDP per capita.

Table 1: Eurostat data on economic growth and selected categories of spending in EU 15 and NMS

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Average

European Union
(27 countries)

100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100

European Union
(15 countries)

123 123 123 122 122 122 121 121 120 120 119 118 117 116 117 116 120

New Member States
(12 countries)

28.2 27.1 28.7 29.8 29.8 31.3 32.6 33.9 34.7 35.9 38.3 40.3 43.8 47.9 46.7 46.6 36

Bulgaria 8 6 7 8 9 9 10 11 11 12 13 15 16 19 20 20 12.1
Cyprus 28 31 30 32 31 31 34 38 38 40 44 47 49 57 56 56 40.1

Czech Republic 14 17 20 21 22 24 26 28 31 33 37 42 47 48 44 44 31.1
Estonia 74 72 72 74 75 76 78 77 79 80 80 80 82 87 90 89 79.1
Latvia 10 12 14 15 16 19 20 21 21 22 25 30 37 41 35 33 23.2

Lithuania 10 12 15 17 16 19 20 21 23 24 27 30 34 38 34 34 23.4
Hungary 23 23 25 25 25 26 30 34 35 38 39 38 40 42 39 40 32.6

Malta 50 49 52 52 53 57 55 55 54 52 53 53 54 57 60 61 54.2
Poland 19 21 22 24 23 26 28 27 24 25 29 30 33 38 35 38 27.6

Romania - 8 9 10 8 10 10 11 12 13 16 19 23 26 23 23 14.7
Slovenia 55 54 56 58 59 57 58 60 62 63 64 65 69 74 74 71 62.4
Slovakia 19 20 22 22 20 21 22 24 26 29 32 35 41 48 50 50 30.1

GDP -% of EU GDP
(based on euro
per inhabitant)

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Average

European Union
(27 countries)

20.2 19.6 19.8 20.6 20.8 21.2 20.4 19.5 19.5 19.9 20.1 21 21.8 21.4 18.2 18.7 20.2

European Union
(15 countries)

20.1 19.4 19.6 20.4 20.6 21 20.3 19.4 19.4 19.6 19.9 20.8 21.4 20.9 18 18.4 20

New Member States
(12 countries)

23.1 23.6 23.9 24.6 22.8 24.2 23.5 23.4 23.4 25 25.6 27.8 29.6 27.8 20.2 20.8 24.3

Bulgaria 15.7 8.1 9.9 16.9 17.8 18 20.2 19.7 21.2 22.7 27.6 32.1 34.1 37.5 29.4 24.9 22.2
Cyprus 32.6 33.7 30.5 28.4 27.1 29.5 29.5 28.6 27.2 27.5 25.7 26.8 27 25.3 21.7 22.6 27.7

Czech Republic 28.2 28.1 30.9 31.0 25.3 28.4 27.9 32.3 33.1 33.1 33.8 38.7 39.6 29.5 18.7 20 29.9
Estonia 21.9 21.6 19.4 19.2 17 18.3 16.4 18.8 17.4 20.2 19.9 20.8 22.4 24.2 17.3 18.4 19.6
Latvia 15 18.1 20.6 24.8 23.4 23.7 26.6 26.7 28.8 33 34.4 39.7 40.4 31.2 20.3 20.7 26.7

Lithuania 22.6 21 24.5 24.3 21.3 18.9 19.3 20.7 21.9 22.7 23.9 26.3 30.9 26.8 10.6 15.8 22
Hungary 22 25.6 26.8 29.4 28 29.4 26.8 25.5 24.5 26.7 24.1 24 23.5 23.7 19.2 18.4 24.9

Malta 29.6 26.3 21.7 19.2 18.2 26.2 17.6 14.3 16.5 15.9 19.2 20.5 22.3 20.8 17 16.8 20.1
Poland 18.7 20.9 23.4 25.1 25.3 24.8 20.8 18.6 18.7 20.1 19.3 21.1 24.4 23.9 20.4 20.8 21.6

Romania 23.2 22.5 20.7 17.9 15.2 19.4 22.2 22 22 23.7 23.3 26.5 31 31.3 25.3 26.5 23.3
Slovenia 23.7 23.3 24.6 25.7 27.7 27.4 25 24 25.4 27.5 27.2 28.9 32 31.9 22.5 22.6 26.2
Slovakia 24.3 34.1 34.3 33.6 27.8 26 29.6 29.1 24.6 26.3 28.9 28 27.8 27.6 19.5 22.4 27.7

TOTAL GROSS 
Capital Formation

 in % GDP
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1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Average

European Union
(27 countries)

2.6 2.5 2.2 2.3 2.3 2.3 2.4 2.3 2.4 2.4 2.3 2.5 2.6 2.7 2.9 2.7 2.5

European Union
(15 countries)

2.6 2.4 2.2 2.2 2.3 2.2 2.3 2.3 2.4 2.3 2.2 2.4 2.5 2.5 2.8 2.5 2.4

New Member States
(12 countries)

3.0 3.1 3.1 3.3 3.1 3.1 3.1 3.5 3.5 3.5 3.7 4.1 4.4 4.2 4.2 4.0 3.6

Bulgaria 1.1 0.7 1.4 3.4 3.8 3.7 3.4 3.2 3.0 3.2 3.4 4.0 5.4 5.6 4.9 4.6 3.4
Cyprus 3.5 3.3 3.3 2.9 2.5 2.9 2.9 3.0 3.4 4 3.1 3 2.8 2.9 4.1 3.6 3.2

Czech Republic 4.8 4.6 4.1 4.3 3.2 3.5 3.6 3.9 4.4 4.7 4.9 5 4.6 4.9 5.3 4.6 4.4
Estonia 5.1 4.5 4.3 4.9 4.2 3.8 4.1 5.3 4.4 3.8 4.0 4.8 5.1 5.4 5.2 3.6 4.5
Latvia 1.9 2.4 1.1 1.4 1.4 1.4 1.2 1.4 2.7 3.5 3.3 5.1 6.3 4.7 4.2 3.5 2.8

Lithuania 3.3 2.4 2.3 2.5 2.6 2.4 2.2 3.0 3.0 3.5 3.5 4.2 5.3 5.0 3.9 4.6 3.4
Hungary 0.1 1.4 2.3 3.1 2.9 3.2 3.7 4.9 3.5 3.5 4.0 4.4 3.6 2.9 3.1 3.2 3.1

Malta 2.8 3.6 3.9 4.5 4.8 4.0 3.7 4.2 4.8 3.9 4.8 4.1 3.8 2.4 2.0 2.0 3.7
Poland 3.4 3.7 3.9 3.9 3.5 2.4 3.4 3.5 3.4 3.4 3.5 3.9 4.3 4.6 5.3 5.7 3.9

Romania 4.2 4.0 2.7 1.9 2.3 3.9 3.1 3.5 3.6 3.1 3.9 5.2 5.6 5.7 5.3 5.5 4.0
Slovenia 3.2 3.1 2.9 3.00 3.5 3.2 3.3 3.0 3.2 3.5 3.2 3.7 4.3 4.5 4.6 4.3 3.5
Slovakia 2.3 3.7 5.4 4.0 2.6 2.6 3.1 3.3 2.5 2.4 2.2 2.0 2.0 2.0 2.3 2.6 2.8

PUBLIC GROSS 
Capital Formation

 in % GDP

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Average

European Union
(27 countries)

- - - - - - - 6.2 6.4 6.5 6.6 6.7 6.6 6.8 7.4 - 6.7

European Union
(15 countries)

6.0 6.1 6.0 6.0 6.0 6.0 6.2 6.3 6.5 6.6 6.7 6.8 6.7 6.9 7.6 - 6.4

New Member States
(12 countries)

4.2 4.3 4.3 4.2 4.6 4.5 4.4 4.8 5.0 4.8 5.0 5.0 4.9 5.1 5.5 - 4.8

Bulgaria - - - 2.9 3.2 3.6 2.5 5.3 5.9 5.2 5.4 4.0 4.1 4.5 4.4 - 4.3
Cyprus 5.9 6.3 5.8 5.8 5.9 5.7 6.0 6.2 6.4 7.3 7.2 7.2 7.1 7.2 8.0 - 6.5

Czech Republic 4.8 4.9 4.3 4.4 4.8 4.3 4.1 4.2 4.1 4.0 4.1 4.2 4.4 5.2 5.6 - 4.5
Estonia 2.4 2.6 2.8 2.7 2.8 2.6 2.9 3.1 3.4 3.1 3.1 3.1 2.9 3.0 3.3 - 2.9
Latvia 3.4 3.1 3.8 4.1 4.0 3.9 3.2 3.7 3.4 3.5 4.3 4.9 4.3 4.6 4.7 - 3.9

Lithuania - - - - - 4.1 4.7 4.3 4.3 4.2 4.9 4.6 4.6 5.0 5.6 - 4.6
Hungary 5.8 5.2 5.1 5.2 5.0 4.9 4.8 5.4 5.7 5.4 5.6 5.6 4.9 4.9 5.0 - 5.2

Malta 3.9 4.3 4.6 4.6 4.6 4.9 5.1 5.7 6.0 6.1 6.4 6.4 5.8 5.3 5.5 - 5.3
Poland - - - - - - - 4.4 4.3 4.2 4.4 4.6 4.5 5.1 5.1 - 4.6

Romania 2.4 2.3 2.0 2.6 3.8 4.2 4.1 4.1 3.5 3.2 3.4 3.3 3.7 3.8 4.4 - 3.4
Slovenia - - - - 6.5 6.4 6.6 6.5 6.5 6.4 6.3 6.3 5.9 6.1 6.9 - 6.4
Slovakia 5.1 5.4 5.6 5.4 5.4 5.2 4.9 5 6.5 4.7 4.8 5.8 6.4 6.9 7.8 - 5.7

Government 
Expenditure in Health

Sector in % GDP
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1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Average

European Union
(27 countries)

- - - - - - - 5.3 5.3 5.3 5.3 5.2 5.2 5.2 5.6 - 5.3

European Union
(15 countries)

5.2 5.2 5.1 5.1 5.1 5.0 5.1 5.3 5.3 5.3 5.3 5.2 5.2 5.2 5.6 - 5.2

New Member States
(12 countries)

5.2 5 5 5 5.1 5 5.1 5.5 5.6 5.4 5.4 5.4 5.2 5.4 5.7 - 5.3

Bulgaria - - - 3.9 4.3 4.3 3.7 3.8 4.2 4.1 4.4 3.7 3.8 4.1 4.4 - 4.1
Cyprus 4.3 4.1 4.3 4 4 4.1 4.4 5.2 5.2 4.8 4.8 4.9 4.7 4.7 5.0 - 4.6

Czech Republic 8 7.3 7 7.2 7.5 6.7 6.6 6.8 6.5 6.3 6 6 5.9 6.7 7 - 6.8
Estonia 5.2 5.5 5.7 5.6 5.6 5.5 5.6 6 6.8 6.5 6.4 6.4 6.3 6.7 7.1 - 6.1
Latvia 6.4 5.4 5.4 6.5 6.2 5.5 5.4 5.7 5.5 6.1 5.6 6 5.8 6.5 6.6 - 5.9

Lithuania - - - - - 6 6 6.1 5.7 5.8 5.5 5.4 5.2 5.8 6.8 - 5.8
Hungary 5.3 4.9 5 5.1 5.1 5.1 5.2 5.6 6.2 5.7 5.9 5.8 5.3 5.2 5.3 - 5.4

Malta 5.1 5.5 5.9 5.4 5.5 5.2 5.8 6 6.2 5.8 5.6 5.7 5.4 5.3 5.5 - 5.6
Poland - - - - - - - 6.1 6.1 5.7 6.1 6 5.7 5.7 5.6 - 5.9

Romania 3.3 3.6 3.2 4 3.1 3.2 3.9 4 3.5 3.6 3.6 4.1 3.9 4.5 4.1 - 3.7
Slovenia - - - - 6.3 6.2 6.5 6.5 6.4 6.5 6.6 6.4 5.9 6.1 6.7 - 6.4
Slovakia 3.7 3.8 3.8 3.6 3.3 3.6 3.2 3.6 4.3 3.9 4 3.9 3.9 3.5 4.3 - 3.8

Government Expenditure 
in Education
Sector in % GDP

The higher total public spending in the EU 
15 in comparison with the NMS (in the 2000–
2010 period, average total public spending 
was around 48% of GDP in the EU 15 and 
around 41% in NMS) is due to social protec-
tion spending being much higher in the EU 
15, rather than due to the difference in public 
capital investment. 

While, there is no data on public investment 
in social infrastructure, a review of the data on 
overall spending in the health and education 
sectors can be used as a proxy for estima-
ting the effect of the social infrastructure in-
vestment on economic development and the 
catching-up process of the NMS to the EU 15. 
Table 1 shows that, with the growth of public 
capital investment in the NMS, spending in 
the health and education sectors increased 
simultaneously. Paired with the fact that most 
of the health and education sector investment 
in the NMS is public investment, this implies 
that, in the accession and convergence pro-
cess, social infrastructure investment in the 
NMS also increased. 

This is also implied from the analyses of the 
available indicators on the quality of the main 
social sector areas. Figures 1–6 show the 
latest available WB data for NMS (as well 
as data for the euro area and the EU where 
available for comparison purposes) on em-
ployment, health and education. 

Comparing this NMS data with the data on the 
Western Balkans in Chapter 2 indicates the 
following:

g Public spending on education in NMS in-
creased during the accession period in 
comparison with the pre-accession pe-
riod, both expressed as % of GDP (from 
around 4% in the pre-accession decade 
to about 5% in the accession decade on 
average, with Slovenia, Cyprus and Es-
tonia spending the most, almost 6%) and 
as % of total government expenditure, 
indicating the recognition in the NMS of 
the importance of investing in education, 
partly to be able to compete with the EU 
labour force once integrated. In contrast,  
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the Western Balkan countries currently 
spend around 4.5% of their GDP on edu-
cation;

g In terms of indicators of education qua-
lity, primary education completion rate 
increased in all NMS during the acces-
sion period, and was higher on average 
in NMS at accession time in comparison 
with the current situation in the Western 
Balkans. There are few repeaters in both 
primary and secondary education in the 
Western Balkans, which may imply lower 
standards in grading. The situation was si-
milar in NMS in the nineties, but the share 
of repeaters increased in NMS during and 
after the accession decade.

g In terms of primary school enrolment, the 
current situation in the Western Balkans is 
on average somewhat better in compari-
son with the situation in NMS in the eigh-
ties and early nineties. In terms of tertiary 
school enrolment, it is currently higher in 
the Western Balkans on average (with 
the notable exception of Albania), than in 
NMS after accession. This indicates that 
Western Balkan countries have more pro-
blems in terms of quality, of higher educa-
tion especially, than in terms of quantity 
and probably also more problems in terms 
of matching the needs of the labour force 
with graduate education;

g Similarly, overall current health expen-
diture per capita in PPP terms is lower 
in the region in comparison with the EU 
averages. However, the current average 
level of health expenditure per capita in 
PPP terms is actually comparable to the 
average in NMS countries upon their ac-
cession (NMS average, however, doubled 
since accession). This may indicate that 
the main issue in the health sector is not 
so much the volume of resources, as the 
efficiency of spending in the health sector 
in the Western Balkans; 

g Public spending on health (expressed as 
% of GDP) is lower and private spending 
on health is higher in the Western Balk-
ans than in the EU. However, there are 
no significant differences in average ex-
penditure on health in NMS during the ac-
cession decade (the greatest investment 
in health expressed as % of GDP was in 
Slovenia, Czech Republic and Slovakia). 
When public expenditure is analysed to-
gether with private expenditure on health 
(out-of-pocket health expenditure is signi-
ficantly higher in most Western Balkan 
countries than in NMS), overall expendi-
ture on health is actually higher in most 
Western Balkan countries; and

g Life expectancy is significantly lower in the 
Western Balkans than in the EU, espe-
cially in Kosovo*, but is on average higher 
than in NMS. Similarly, mortality rates for 
children under the age of five are signifi-
cantly higher in the Western Balkans than 
in the EU, especially in Albania and Ma-
cedonia, but on average comparable to 
those in NMS. 

It should also be noted that capital investment 
(both total and public) declined in most NMS 
and the Western Balkans in the aftermath of 
the crisis. A joint conclusion for the NMS, as 
well as for most of the Western Balkan coun-
tries, is that the countries with lower levels of 
public investment are usually those with the 
highest public debt. If the fiscal consolidation 
comes from public investment, especially in 
the social sectors, that can be detrimental to 
their future economic growth and catching-up 
process.

When comparing Global Competitiveness sco-
res and rankings of the NMS countries at their 
accession with the current scores and ranking 
of the Western Balkan countries (see Chapter 
2), the main indicators are as follows:
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g The Western Balkans lag behind NMS (at 
their accession time) significantly more in 
education than in the health sector;

g In terms of education, the Western Bal-
kans generally lag behind NMS more in 
terms of quality than in terms of quantity 
of education. This again implies a need to 
make education more effective and effi-
cient in the Western Balkans, rather than 
just to increase the years of education;

g The Western Balkans also generally lag 
behind NMS significantly more in terms of 

quality of higher education than in terms 
of quality of primary education. Thus, the 
greatest need for investment may be in 
the higher education area within the edu-
cation sector; and

g The Western Balkans’ average scoring, 
relative to NMS countries, is low for inno-
vation capacity and availability of latest 
technologies, implying the greatest need 
for investment is in the area of innova-
tion.  

4.2 Examples of Financing Social Sector Projects via PPPs in Selected 
 OECD Countries

A range of new formulas have alrea-
dy been tried in various OECD coun-
tries towards addressing complex 

social needs, in particular social integration, 
poverty alleviation and the provision of edu-
cation, health, social housing and other social 
services to the population, including the most 
vulnerable groups. Reference has already 
been made to social entrepreneurship and so-
cial enterprises, which are flourishing in some 
OECD countries, in particular in the USA, but 
work mostly at the local level on a rather small 
scale20. 

PPPs deserve a special mention as, especially 
in the social sector, they have to be tested first 
in more advanced market economies before 
they can be transposed to transition countries 
such as the NMS or the WB countries.

PPPs involve a wide range of formulas to fi-
nance the provision of services or the delivery 
of assets through public and private sector 
cooperation, including concessions, build-
operate-transfer (BOT), and leases.

 The main benefit of the PPP is the presump-
tive private sector’s higher ability to reduce 
cost, due to more efficient operations. In other 
words, PPPs are expected to provide better 
value for money and better services for citi-
zens. For example, the National Audit Office 
of the Government of the United Kingdom 
found that, in the well-designed PPPs – given 
the optimal risk allocation between govern-
ment and the private sector – only 22% of the 
cost overruns were associated with the PPP 
projects, whereas 73% of the cost overruns 
were associated with projects financed by the 
Government in a traditional manner.

According to EIB’s Economic and Financial 
Report: Public-private Partnership in Europe 
Before and During the Recent Financial Crisis 
from July 2010, more than 1,300 PPPs were 
signed in the EU to the value of around €250 
billion in the period 1990–2009. However, du-
ring the recent crisis, it is estimated that there 
was a decline of around 40% in PPP deals. 
Having in mind the exponential importance of 
public infrastructure projects for economic ac-

20. See for instance Illinois Facilities Fund, Capacity-Building Digest, Social Entrepreneurship: the Double Bottom 
Line, 2010. 
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tivity on one hand, and the lack of fiscal space 
for government investment on the other hand, 
PPPs have been recognised as an important 
potential tool for governments.  

This is the prime reason behind the establis-
hment of the European PPP Expertise Cen-
tre (EPEC), as a joint initiative of the EIB, the 
EC and the EU member states and candi-
date countries. The EPEC’s tasks are to help 
strengthen the capacity of the public sector to 
enter into PPPs, sharing experience and ex-
pertise, analysis and best practice in the PPP 
area.  

The main criticism of PPPs lies in the 
argument that, while the risk would lie mostly 
with the public sector, the private sector would 
earn a high rate of return, which could instead 
be used for governments’ debt issuing. 
Furthermore, notwithstanding the crisis, it 
needs to be stressed that some sectors/areas 
are naturally better suited candidates for PPPs 
than others. 

For instance, construction and maintenance 
of infrastructure is a risk better managed by 
the private sector, compared to the provision 
of some social services. 

For PPPs in the social sector, it is crucial to 
have strict monitoring as this area affects basic 
human rights and needs, especially since in 
a market-oriented partnership the poor and 
vulnerable are usually not in the focus of the 
private partner. 

Consequently, while the popularity of PPPs in 
the social sector is on the rise (especially in the 
developing countries, starting with the health 
sector due to prioritised development goals of 
the Millennium Development Goals – MDGs), 
PPPs in this sector must be approached with 
maximum care, as their success is conditional 

upon comprehensive planning and hands-on 
monitoring by the public sector. This may pose 
a problem especially in developing or transition 
economies with weaker/less capable public 
sector partners.
 
Chung and Meissner in their background 
paper Public Private Partnerships in Social 
Protection, prepared for the Asia-Europe 
Meeting Forum on Social Safety Nets in 
Vietnam in April of 2011, stress that existing 
PPP experience in the social protection sector 
shows a fragmented picture, with many PPPs in 
basic social services, such as water, sanitation 
and health (which all have characteristics of 
the real market with calculable risk demand), 
while there is little experience of PPPs in the 
education sector, the social insurance sector 
or the social assistance sector. 

They also note that the social protection 
sector is a better PPP candidate in developing 
countries, with their fragmented public social 
insurance schemes, to which PPPs could 
bring the combined knowledge and means 
of the public and the private sectors in order 
to raise awareness and to create demand. 
Finally, it is concluded that social assistance 
or similar social safety benefits do not provide 
a business case for PPPs globally. 

Factors influencing project bankability, as 
defined in the recent WB’s report Public and 
Private Partnership in Europe and Central 
Asia: Designing Crisis-Resilient Strategies 
and Bankable Projects by Vickram Cuttaree 
and Cledan Mandri-Perrott, are given in the 
following table.
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Source: World Bank, Public and Private Partnership in Europe and Central Asia: Designing Crisis-Resilient 
Strategies and Bankable Projects by Vickram Cuttaree and Cledan Mandri-Perrott, 2011

TABLE 2: Factors influencing PPP project bankability

The report notes that PPP project assets and 
liabilities are, according to the EU accounting 
standards, recorded off the national budget 
balance sheet, if the private partner bears: 
(i) construction risk and (ii) risk for either 
availability or demand. 

Furthermore, the report stresses that the EU is 
currently reviewing incentives for developing 
PPP projects, and that a 2009 Communication 
on PPP from the EU Commission to the 
EP identified constraints to developing EU-
level PPP projects, and identified actions to 
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complement member state initiatives, which 
include: (i) improve access to finance for 
PPP by reinforcing and broadening the scope 
of existing instruments; (ii) facilitate PPP 
set-up using public procurement, including 
preparatory work on a legal proposal for 
concessions; (iii) ensure proper debt and 
deficit treatment of PPPs, including ‘balance 
sheet’ implications for PPP assets of revised 
financing arrangements; and (iv) improve 
information and dissemination of expertise 
and know-how.

Financing through PPPs has been increasingly 
considered throughout the developing world, 
due to significant infrastructural needs which 
cannot be financed entirely through the 
public service, especially in the post-crisis 
environment of shrunken fiscal space. 

In the post-crisis environment, the completion 
of PPP projects has been delayed in many 
OECD countries, while the active project 
pipeline has been preserved. Most of the 
PPP projects in the EU countries were in the 
transport sector. 

However, inspiration for some social sector 
oriented PPPs in the Western Balkans can be 
found in some PPP projects implemented in 
selected OECD and/or EU countries, including 
NMS, as well as in less advanced transition 
economies of Central Asia. Details on a select 
number of projects can be found in Annex 4.
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Some Implications for Financing Social 
Sector Projects in the Western Balkans 

5.1 Build the intellectual case: highlight the importance of investment in  
 social sector projects and of preserving these projects in the crisis

5
Attention to the social needs of the 
population and investment in social 
infrastructure are of vital importance 

for the balanced development of the Western 
Balkan countries. Indeed, these social needs 
and related infrastructure may not be given 
the necessary degree of priority in national 
policies in the face of vested interests nor re-
ceive sufficient attention from the internatio-
nal community. Hence, there is a real need 
for support from external financiers. The mo-
ral suasion and financial incentives from the 
WBIF financiers could, if coordinated more 
effectively, help national governments focus 
sufficiently on social policies.

The crisis has widened and exacerbated the 
existing gap between needs and means for 
social inclusion. Budgetary constraints are 
growing and investments in the social sector 
may not resist the resulting pressure to cut 
budget outlays. At the same time, the crisis is 
putting more and more people out of the pro-
ductive economy and is stretching the capaci-
ties of the current social systems; because of 
reduced means, it could also increase the risk 
of exclusion and of reduced access to educa-
tion, health and other social services. Overall 
there is great danger that social projects be 
relegated vis-à-vis more classical income-ge-
nerating projects. 

In the light of the above, one of the first tasks 
of the WBIF should be to sustain if not expand 
its level of activity in the social sector, using 
moral suasion if necessary towards govern-
ments in the Western Balkan countries. To 

give a more solid basis to this suasion, the 
intellectual case for financing social sector 
projects needs to be strengthened. As shown 
above, important elements can be found in 
the various reports already prepared by se-
veral WBIF partners, in particular the WB and 
the CEB. 

More specifically, the WBIF and related struc-
tures should promote and disseminate studies 
documenting, both over the last decade and 
in the current crisis, the following:

g The economic impact of social inclusion/
exclusion in the Western Balkan coun-
tries; 

g The WB report on the economic impact of 
Roma inclusion is an excellent example;

g The impact of education on productivity 
and competitiveness in the Western Bal-
kans; 

g The links between the activity rate (in 
particular of women and older men in the 
ageing Western Balkan countries) with 
better health and housing conditions; and

g The links between social and environmen-
tal sustainability and therefore the need to 
mainstream the environmental dimension 
in social projects as well as the social di-
mension in environmental ones.

In addition, the new window within WBIF for 
sectoral studies could provide a valuable op-
portunity for WBIF financiers and beneficia-
ries to undertake specific, tailored studies to 
guide the choice of investments in the diffe-
rent areas of the social sector.
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The review in Chapter 3 of challen-
ges in education and training, health, 
social housing, social services de-

livery, pension reform and the fight against 
exclusion of minorities has clearly shown the 
need for projects in the Western Balkan coun-
tries to be designed into the framework of sec-
tor strategies. This does not mean that all IFIs 
have to adopt the specific sectoral approach 
in each of the Western Balkan countries; but 
all investment loans should be consistent 
with such a sectoral approach and contribute 
through their design and/or conditionality to its 
achievement.

Recommendations made to date for strategy-
oriented activities under the WBIF in the field 
of education that merit further consideration 
include:

g School rationalisation: optimise school 
networks and rehabilitation of schools (ci-
vil works; support mechanisms to mitigate 
the possible impact on access by students 
from remote areas, like bussing);

g Implementation of capitation resource al-
location mechanism (technical assistance 
to develop the formula and financial sup-
port to implement a pilot and assess the 
possible impact); and

g Higher education: curriculum reform, intro-
duction of Matura exam, new governance 
arrangements, better links with R&D and 
needs of employers, harmonisation with 
European standards. 

The corresponding recommendations in the 
field of health are:

g Hospital restructuring: optimising the hos-
pital network, closing and/or readapting 

existing under-utilised facilities (e.g. devo-
te facilities to long-term care, day surgery 
centres, etc.);

g Development of new payment systems for 
hospitals (e.g. introduction of diagnostic-
related groups output-based payments); 
upgrading information technology to mo-
nitor new payment systems;

g Revamping of primary health facilities, in-
troduction of capitation and performance-
based payment system; and

g Develop capacity of health insurance fund 
to exercise its function as a purchaser of 
services, including information systems, 
and mechanisms to identify fraud and er-
rors.

 
In the field of social housing, the recommen-
dations are:

g More efficient use of public resources as 
well as policies aiming at establishing a 
more efficient and equitable distribution of 
subsidies, in particular, support for social 
rental housing and demand-based assis-
tance to low-income households should 
be introduced; separate but not necessa-
rily complementary policy measures and 
short-lived financial incentives promoting 
homeownership need to be reconsidered;

g Policies to develop a more efficient infras-
tructure supporting the primary mortgage 
market;

g Development of housing as a medium 
towards greater social inclusion, resettle-
ment of refugees and internally displaced 
persons (IDPs). This is an area where it 
is worthwhile to learn from the CEB ex-
perience and to mention the ‘Regional 
Housing Programme (RHP) for Refugees 
and IDPs in the Western Balkans’ in which 

5.2 Re-focus support for social sector projects that adopt a more
 strategic approach 
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the CEB has a leading role. This important 
initiative, concerning four Balkan coun-
tries (BiH, Croatia, Montenegro and Ser-
bia), aims at a lasting solution for housing 
thousands of displaced persons whose 
continuing vulnerability represents both a 
social and a human rights issue in the re-
gion. This programme is supported by the 
EU, the UNHCR, the OSCE and the US. 
Grants from the international community 
will be deposited in a dedicated fund and 
will be used to finance this €600 million 

housing project. It is envisaged that CEB 
will be in charge of the fund’s management 
and of implementing the housing project. 
The RHP Programme is being used as a 
base to reinforce the institutional capacity 
in some of the countries concerned, to im-
prove the social housing regulation and 
to set up in some cases a social housing 
agency; and

g New policies to finance maintenance and 
renovation, particularly to improve energy 
efficiency of existing housing.

5.3 Blending of loans and grants, investment and technical assistance

The crisis situation can only increase 
the need for more systematic combi-
nations of loans and grants in sup-

port of the investment and technical assistan-
ce components of social sector projects. With 
the borrowing capacity of the Western Balkan 
countries more and more constrained due to 
fiscal reasons, the leveraging with concessio-
nal or grant resources will be more necessary 
than ever. What matters most, however, is 
consistency in the pursuit of policy reforms 
that would make it possible for the Western 
Balkan countries to achieve as much or more 
in terms of the effective delivery of social ser-
vices and poverty alleviation with possibly 
fewer resources. 

This also means that sometimes the proper 

balance between investment and techni-
cal assistance is as or even more important 
than the balance between market related and 
concessional resources. There is no genera-
lised ‘optimal’ formula to be proposed as the 
balance varies on a case-by-case basis. The 
important point to keep in mind is that insti-
tution building and capacity development are 
the keys to success in the complex fields of 
education, health, social housing and other 
areas involving the delivery of social servi-
ces. The capacity to design and implement 
projects or programmes involving significant 
policy reform and which benefit from a strong 
local and/or national ownership is something 
that can only be home grown, but which could 
greatly benefit from appropriate financial sup-
port from the WBIF.

 5.4 Consistency with the EU enlargement strategy 

The most recent Communication 
from the Commission to the EP and 
the Council on the Enlargement Stra-

tegy and Main Challenges 2011–2012 recalls 
that the Commission ‘emphasises employ-
ment and social policies in its policy dialogue 
and encourages enlargement countries to set 
clear and realistic targets in these two areas 

and to better prioritise social spending’, adding 
that ‘the European Platform against Poverty 
and Social Exclusion should be taken up as 
appropriate’. It also has the view that ‘little real 
investment has occurred in the social sector 
and that cooperation with international donors 
faced obstacles in strategic planning’.
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Concerning the particularly disadvantaged 
Roma minority, the Commission has invited 
the Western Balkans to cooperate within the 
EU Roma platforms, which systematically mo-
nitor inclusion and propose related actions. 
The Commission has held a series of semi-
nars on Roma issues to encourage the coun-
tries of the region to review and strengthen 
the relevant national action plans and their 
implementation on fighting discrimination and 
improving Roma integration, particularly in the 
areas of education, employment, housing and 
health. Strong efforts, the Commission says, 
should be made by the countries of the Wes-
tern Balkans to facilitate the civil registration of 
non-sedentary persons. In the EU Framework 
for National Roma Integration Strategies up 
to 2020 the Commission advises national go-
vernments to take responsibility in this field, to 
draw strategies and to make use of structural 
funds available (CDM 52011 173/4).

On education and training, the Commission 
recalls that State education systems and in-
frastructure need to be reformed, and interna-
tionally comparable vocational, education and 
training programmes are needed to address 
the existing skills mismatch. The Commis-
sion has opened the Education and Training 
2020 strategic framework for participation by 
the candidate countries; the Former Yugos-
lav Republic of Macedonia and Montenegro 
have yet to join. The Commission has pro-
posed to develop a Western Balkans platform 

on education and training, based on the open 
method of coordination, to allow for the parti-
cipation of all enlargement countries. This will 
enhance dialogue on main policy challenges 
and secure implementation and monitoring. 
The countries of the Western Balkans have 
also been invited to participate in the centra-
lised activities of the EU’s Lifelong Learning 
Programme.

It is likely that the views of the Commission 
will influence the development of any strate-
gies developed for this sector under IPA 2 and 
any future WBIF strategy in the social sector 
has to take on board the above recommen-
dations.

The EU enlargement strategy in the Western 
Balkans and the WBIF rightly emphasise sup-
port for and sometimes priority to regional 
projects. This might prove a structural disad-
vantage for social sector projects in compari-
son to infrastructure projects in transport and 
energy, as regional collaboration in the social 
sectors tends to be limited to joint learning. 
The regional approach should certainly be 
encouraged whenever it makes sense, for 
example in Roma integration, but it should 
also be recognised that in the most important 
social sectors of education, health and social 
housing, projects and policy reforms have to 
be designed at the national level. National 
projects supported by IPA 2 would be a more 
natural fit.

5.5 Consistency with the Europe 2020 Strategy 

With the introduction of Europe 2020, 
the European Union has set out a stra-
tegic framework for boosting compe-

titiveness, productivity, growth potential, social 
cohesion and economic convergence. Prepa-
ration of the Western Balkans for future mem-

bership suggested that the Europe 2020 inter-
nal policy goals and implementation methods 
are pertinent to enlargement countries. 
 
Europe 2020 can provide the Western Balkan 
countries with a framework to anchor policy 
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1. Smart Growth: developing an economy 
based on knowledge and innovation. This 
involves Guideline 4 ‘Optimise support 
for R&D and innovation, strengthen the 
knowledge triangle and unleash the poten-
tial for the digital economy’ as well as the 
flagship initiative Youth on the move. These 
elements of the strategy should be taken 
on board when designing future education 
projects to be financed under the WBIF um-
brella;

2. Sustainable Growth: promoting a more ef-
ficient, greener and more competitive eco-
nomy. Environmental sustainability and so-
cial sustainability are, in fact, closely related 
and should be mainstreamed in all projects 
supported under the WBIF. More specifi-
cally, education, health and housing infras-
tructure projects financed under the WBIF 
should be exemplary in the way they consi- 
der their impact on the environment; and

3. Inclusive Growth: fostering a high-employ-
ment economy delivering social and terri-
torial cohesion. This involves at least four 
of the Strategy guidelines as well as all 
five of its headline targets, which could be 
adapted specifically for the Western Balkan 
countries, namely:

a. Increase labour market participation 
and reduce structural unemploy-
ment (with a headline target: 75% of 
20–64-year-olds to be employed); 

b. Develop a skilled workforce respon-
ding to labour market needs, promo-
te job quality and lifelong learning;

c. Improve the performance of educa-
tion and training systems at all levels 
and increase participation in tertiary 
education (with headline targets: re-
duce share of early school leavers 
to below 10% and at least 40% of 
30–34-year-olds to complete tertiary 
or equivalent education); and

d. Promote social inclusion and com-
bat poverty (with a headline target: 
lifting at least 20 million people out 
of the risk of poverty or exclusion; 
in the EU27 this represents about 
4% of the population; in the Western 
Balkans, given the current higher le-
vel of poverty, the objective should 
be more ambitious). 

However, although Europe 2020 points to the 
general direction in which the EU is headed by 
the end of this decade, the Western Balkans 
cannot simply transpose Europe 2020 targets 
and policy objectives into its development 
strategies, for its goals are far removed from 
what is realistically achievable in the region. 
Countries can emulate the strategy individual-
ly, and some have already embarked on this 
path. However, given the shared challenges 
faced by the SEE and the nature of the stra-
tegy’s governance for reform, coordination 
among the countries becomes imperative. As 
at EU level, a strong case can be made for a 
regional, Western Balkan dimension both in 
setting regionally relevant targets, as well as 
in establishing benchmarks and monitoring 
implementation. 

Following up on this, RCC Secretariat has 
embarked on facilitating a customised SEE 
2020 Strategy which is (i) consistent with, 
but not a copy of, Europe 2020, (ii) tailored 
to the region’s needs and (iii) monitored and 
governed by a regional body. During 2011, 
RCC surveyed the current regional initiati-

reforms and to mainstream an enhanced attention 
to reforms in the social sectors, which need to be 
associated with economic reforms and which will 
not happen without adequate financing. There is a 
definite convergence between the three pillars of 
the Europe 2020 Strategy and the financing of so-
cial sector projects:
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ves and structures to establish readiness and 
look for capacity to align their activities and 
governance mechanisms with Europe 2020. 
Several regional initiatives, such as Electro-
nic Southeast Europe (e-SEE) Initiative and 
Southeast Europe Investment Committee 
(SEEIC), are currently repositioning themsel-
ves as the implementation vehicles for the Eu-
rope 2020 Strategy in the region, and are de-
veloping their own version of the mechanisms 
and processes that exist in similar EU-level 
initiatives. Employing such mechanisms (e.g. 
open method of coordination), would imply 
determining common policy goals and reform 
targets that are both regionally relevant and 
consistent with Europe 2020 priority areas. 
Non-binding guidelines are being developed 
to help shape the transposition in national po-
licies, and specific benchmarks and indicators 

are being agreed upon to help measure best 
practices. Both the eSEE and SEEIC have 
received a renewed mandate from respec-
tive SEE ministers during 2011 to pursue this 
path and initial commitments have been ta-
ken regarding regional headline targets and 
policy objectives (for eSEE initiative), with ad-
ditional ones being planned for 2012 (in the 
case of SEEIC). From then on, these struc-
tures should embark on regular monitoring 
and evaluation of the results achieved. The 
RCC’s Social Agenda initiative, which seeks 
to provide a forum for regional stakeholders 
involved in employment, education and other 
social services to discuss common challen-
ges and possible actions, is also seeking to 
identify possible headline targets and policy 
objectives from a regional perspective. 

5.6 Be innovative and involve more the private sector, including NGOs,  
 in implementing social sector projects

Social sector and more specifically 
social inclusion projects have some 
features that make them the most ap-

propriate field for the involvement of NGOs.

These types of projects are quite often the 
sum of several small or even tiny projects re-
quiring deep involvement, at the point of de-
livery, while demanding organisational and 
social skills. This is clearly out of reach for a 
largescale institution such as a bank, either 
public or commercial.  

However, finding ways to link the financial ca-
pacity and experience of a financial institution 
with the in-the-field experience of focused 
NGOs is still for the most part a challenge.
There are encouraging results in the area of 
micro-financing, but micro-credit is not a pa-
nacea that can solve all type of issues and the 
question of financial solvability and sustaina-

bility of MFIs, when really focused on micro-
lending, is an unresolved one.

More generally attention should be given to 
the financing of ‘social entrepreneurs’ and 
‘social enterprises’, i.e. entrepreneurs and en-
terprises who recognise a social problem and 
use market-based business principles to orga-
nise, create and manage a venture to achieve 
social change. While a business entrepreneur 
typically measures performance in profit and 
return, a social entrepreneur focuses on crea-
ting social capital. Thus, the main aim of so-
cial entrepreneurship and of social enterprise 
is to further social and environmental goals. 
Social entrepreneurs are most commonly as-
sociated with the voluntary and not-for-profit 
sectors but this need not preclude making a 
profit. 
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The Western Balkan countries would benefit 
from boosting social innovation not limited to 
social entrepreneurship but also to include lo-
cal innovations within public services. In this 
connection an interesting formula is social 
services delivery through ‘community based 
projects’. These are projects that supply ser-
vices to vulnerable individuals and families to 
reduce or escape poverty and exclusion and 
lead to a fuller or more satisfying life. Most 
decisions on how to run a subproject and res-
ponsibility for its implementation rest at the 
community level, either with local government 
or civil society (again NGOs and local social 
entrepreneurs).

In the context of the EU countries and to a 
certain extent the Western Balkans, quite of-
ten it is not the lack of funds available (ERDF 
funds or IPA funds) but the lack of organisa-
tional knowledge and/or the lack of basic skills 
to ‘climb’ the administrative requirements that 
hamper the access to these funds.

Here again NGOs could play an increasing 
role, and are slowly doing so. Such a role is 
essential in helping local groups to tap these 
financial resources. Linking the work of these 
NGOs with local communities and the finan-
cial strength and savvy of financial institutions 
would unleash an enormous potential for what 
could be called ‘social leverage’ as opposed 
to mere financial leverage.

5.7 Broaden the scope of social projects addressed within the WBIF

Traditionally, social sector projects 
are meant primarily to encompass 
projects in the areas of education, 

health and social housing with only excep-
tional extensions to areas such as social in-
clusion and the integration of minorities (e.g. 
the Roma). It would be worthwhile to consider 
areas such as support for active employment 

policies, social security reforms, including re-
forms aimed at ensuring the long-term viability 
of pension systems. Even if, at this stage, the 
WBIF is not in a position to finance projects 
in the field, it could promote studies on these 
crucial issues and support a policy research/
awareness-raising network(s) on these is-
sues. 
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Annex 1: 
Summary Table of Social Sector Projects in the Western Balkans

Name of the Project  Project Description/Objective

1  

F/P 1385A 

(2007)

Rehabilitation for the 

Regional Shkodra 

Hospital - 3rd Phase

The purpose of the project is the completion of the 3rd and last phase of the rehabilitation 

and reconstruction works. This 3rd phase will entail the reorganisation of the hospital’s 

available space into a more functional scheme as well as the extension of certain hospital 

areas so that more and better medical services can be offered. 

2               

F/P 1580 

(2006)

Social housing for low-

income persons

Provision of housing in eight towns across Albania for vulnerable persons such as poor 

persons, victims of violence, migrants, people with disabilities and orphans, who have 

no access to the formal housing market. 

3                  

F/P 1570 

(2006)

Education Excellence 

and Equity Programme 

(EEE-P)

Participation in the Tirana Schools Development and Rehabilitation Programme through 

the construction and rehabilitation of secondary and high schools in Tirana.

4                      

F/P 1688 

(2009)

Construction of high-

security prison (BiH)

The purpose of the project is the establishment of a permanent-type facility designated 

for serving sentence of detainment and imprisonment. This will enable the BiH Court and 

the Prosecutor’s Office to prosecute the emerging numbers of high-profile individuals 

sentenced in the fields of war crimes, organised crime, terrorism and corruption. By 

expanding prisoner care capacity, and by implementing the higher European Prison 

Rules (EPR) standard in prison construction and prisoner care, the organisation and 

functioning of BiH’s administrative and public services should significantly improve.

5                    

F/P 1747 

(2011)

Health sector  

enhancement

The overall objective of the project is participation in the national Health System 

Enhancement Programme (HSEP), aimed at building an efficient primary health care 

system by financing the refurbishment and equipping of family medicine facilities, called 

‘ambulantas’, in co-operation with the World Bank.

6                  

F/P 1523 

(2005)

Reconstruction and 

completion of Mostar 

gymnasium

The overall objective of the project for the physical reconstruction of the Mostar 

Gymnasium consists of the reconstruction of the first and second floors of the school 

(consisting of thirteen classrooms, two tutorial rooms, four administration rooms and five 

laboratories), sports hall, outside sports facilities, façade and entrance.

7                 

F/P 1725 

(2010)

Zagreb prison extension 

and rehabilitation

As part of the Action Plan for improving the Penitentiary System (2009-2014) 
adopted in February 2009, the project aims to extend the Zagreb prison in order to 
alleviate the current overcrowding. It will also entail the rehabilitation of the existing 
building which has not had any major refurbishment since its construction in 1987. 
The new building will be compliant with European Prison Rules (EPR) minimum 
space requirement of 9m² per inmate.

  8*                 

F/P 1759 

(2011)

Sibenik penitentiary 

complex

The project aims to construct a new penitentiary and prison complex near the city of 
Sibenik, on the Dalmatian coast. The project is a high priority for the State according 
to the Action Plan for Improving the Penitentiary System (2009-2014) adopted in 
February 2009. All facilities will be designed to provide conditions of enforcement 
of prison sentence and pre-trial detention in compliance with Croatian legislation, 
European Prison Rules (EPR) and current European best practice in terms of 
accommodation standards, provision of health care and activities for the inmates.



63

CEB Albania Health Investment/                 
TA (EUR 100,000) NO 10,500,000  - 6 000 000 4 331 000

792,000                             
(STA)                 

169,000                     
(NTA*

 - 

CEB Albania Social 
Infrastructure Investment NO 31 537 890 - 15 000 000 16 537 890

3,000,000                           
(STA)                       

199,540                            
(NTA)  

 - 

CEB Albania Education Investment/TA YES 59 600 000 1 500 000

14,000,000 
(CEB) 

9,900,000 
(EIB)

23 800 000
3,360,000                      

(STA)                            
9,000 (SCA*₃)  

11 900 000

CEB BiH Judicial 
Infrastructure Investment NO 39 600 000

10,850,000            
(EC funds 
IPA+IPF)

19,300,000                
CEB 6 450 000

2,000,000                               
(STA)                      

2,000,000         
(Sweden Trust 

Account)

1,900,000             
(USA)

CEB BiH Health Investment YES 20,900,000  - 

 9,200,000 
(CEB) 

7,400,000 
(WB) 

4 300 000 2,000,000                       
(STA)  - 

CEB BiH Education Investment NO 2 075 000 - 1 035 000 160 000 248,000                     
(STA) 880 000

CEB Croatia Judicial 
Infrastructure Investment NO 13 100 000 - 6 480 000 6 620 000  -  - 

CEB Croatia Judicial 
Infrastructure

Investment/TA 
800,000 NO 100 000 000

800,000 -              
TA for the 

development 
of an 

operational 
plan for 

the prison, 
preparation 

of a feasibility 
report and 
evaluation 

of the 
environmental 

impact 

50 000 000 50 000 000 -  - 
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9 

 F/P 1576 

(2006)

Renovation and 

modernisation of health 

facilities

The project aims to improve health care provision in Croatia by renovating, 
constructing, modernising and equipping the following seven health facilities: 
(i) Lipik Special Hospital for Medical Rehabilitation: renovation of premises 
and construction of physical therapy building with swimming pool, (ii) General 
Hospital Vukovar: post-war renovation and construction of a polyclinic, (iii) 
Clinical Hospital Split: construction and equipping of clinic for obstetrics and 
gynaecology, (iv) Clinical Hospital Merkur (Zagreb): construction, extension 
and refurbishment of the transplant department, purchase of diagnostic and 
surgical equipment, (v) University Hospital for Tumors (Zagreb): construction, 
upgrading and equipping of premises, (vi) General Hospital Zadar: construction 
and equipment of a new polyclinic building and (vii) Clinical Hospital Osijek: 
purchase of equipment for invasive cardiologic diagnostics and cardiac surgery. 

10                     

F/P 1732 

(2011)

Construction of physical 

education facilities and 

rehabilitation of schools 

(Edull)

Co-financing (with FYRoM government) the cost of constructing 30 physical 
education facilities and related elements with up to 87% of the segment cost, with 
a direct benefit for 34,500 students.

11                 

F/P 1674 

(2009)

Housing for low-income 

persons

Co-financing the construction of 37 buildings with 1,708 rental housing units in 
nineteen cities and towns throughout the country. Municipalities will provide the 
required land, and finance most of the land preparation and utility connections. In 
some cases private land has been or will be purchased.

12              

F/P 1689 

(2009)

Rehabilitation of 20 

health care facilities 

(Phase one)

The overall objective is the participation in the national programme to refurbish, 
reconstruct or expand close to 50 health provider institutions. Phase 1 is aimed at 
the rehabilitation and equipping of 20 facilities - hospitals, clinics, and specialised 
institutes - accounting for about one-third of the health sector building stock in the 
country.

13*5             

F/P 1611 

(2007)

Construction of 30 

Physical Education 

Facilities (PEFs)

The purpose of the project is the construction of 30 Physical Education Facilities 
(PEFs) in secondary schools, acquisition of equipment and refurbishment of those 
schools to meet basic requirements for learning.

14               

F/P 1700 

(2010)

Idrizovo Penal 

Correctional Facility

The aim of the project is the reconstruction of Idrizovo Penal Correctional Facility and 
Skopje Prison, construction of Kumanovo Prison and Tetovo Juvenile Educational 
Correctional Facility, in cooperation with the EU.

15             

F/P 1705 

(2010)

Housing for low-income 

persons

Co-financing with the Government of a subsidised mortgage scheme that will allow 
access to property for around 1,000 households that are eligible for social housing, 
but experiencing problems on the free market.

16                

F/P 1720 

(2010)  

Housing for low-income 

persons

The project development objective is construction of around 1,700 new housing 
units under two non-profit social housing schemes: public rental housing and owner-
occupied housing. Through this project, the Serbian authorities aim to improve 
living conditions for targeted populations who do not have access to housing 
under existing market conditions. This objective will be achieved by establishing 
the sustainable housing finance mechanism deriving from the Social Housing Law 
adopted in August 2009.

Name of the Project  Project Description/Objective
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CEB Croatia Health Investment No 90 462 928 - 45 231 464 45 231 464 - -

CEB FYRoM Education Investment NO 47 000 000

2,000,000               
WBIF - 

approved 
12/2011

30 000 000 15 000 000  -  - 

CEB FYRoM Social 
Infrastructure Investment NO 50 700 000 - 25 350 000 25 350 000 2,000,000                           

(STA)  - 

CEB FYRoM Health Investment NO  49,000,000 
 

3,000,000            
EWBJF 

approved SC 
Dec 2011

23 000 000 23 000 000  -  - 

CEB FYRoM Education Investment NO 15 300 000 1 000 000 12 500 000 1 800 000 -  - 

CEB FYRoM Judicial 
Infrastructure Investment YES  52,000,000  

 

 3,100,000 
(IPF 0,5 mil  
IPA 2,6 mil            

TBC) 

46 000 000 2 500 000  -  400,000 
Norway 

CEB Montenegro Social 
Infrastructure Investment YES 50 000 000 - 25 000 000 25 000 000  -  - 

CEB Serbia Social 
Infrastructure Investment NO  58,070,000  70,000                         

WBIF 32 000 000 26 000 000  195,000                       
(NTA) 

with beneficiaries’ down payment (EUR 2,5 m)  

+ selected partner Banks (EUR 22,5 m)
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17                         

F/P 1711 

(2010)

Education and vocational 

training; housing for low-

income persons

The project will encompass the following CEB sectors of action: (i) Education and 
vocational training and (ii) Housing for low-income persons. The project’s scope 
includes several activities, grouped under the following project components: 
Component 1 (research equipment) - purchasing of research equipment for public 
research units and laboratories; and Component 2 (rental housing for young 
researchers) - building non-commercial housing for rent with the goal of improving 
living conditions, particularly for young researchers (some 130 new dwellings will 
be constructed in Belgrade).

18                   

F/P 1739 

(2011)

Education and vocational 

training; housing for low-

income persons

The purpose of the project is the improvement and upgrading of science and 
education infrastructure and the provision of housing for young researchers in 
Serbia. The project will enhance conditions for young researchers, with modern 
research centres and funds to allow scientists to work on projects that suit the 
needs of the country. Only by creating these conditions can Serbia’s R&D sector 
have a serious impact on its economy and link the country to the rest of Europe. The 
project will set targets on indicators in terms of energy consumption and monitoring 
instruments to compare energy performance of new and existing buildings and 
facilities. 

19               

F/P 1746 

(2011)

Education for Social 

Inclusion (1st Phase)

This project has two components: Component 1 - Construction, rehabilitation and 
equipping of state-owned student dormitories and the provision of training for 
teachers and staff, and Component 2 - Professional development and training of 
teachers and staff.

20             

F/P 1764 

(2012)

Construction of district 

prisons in Kragujevac 

and Pancevo RS 

The purpose of the project is to build and equip a new prison facility in Pancevo 
to replace the existing District Prison building which is overcrowded and does not 
comply with basic living conditions for prisoners. The new prison facility will have a 
capacity of 500 inmates, of which 200 will be pre-trial detainees and 300 convicted 
prisoners.

21
Republika Srpska 

hospitals                  

The project comprises two hospital investments: 1. New Hospital Bijeljina: greenfield 
development, replacing several obsolete health care facilities, will occupy 11 
000m² providing 220 beds and five operating theatres, 2. Clinical Centre Banja 
Luka: reconstruction regarding a central medical block of 64 000m² and 670 beds 
covering wards, intensive care, semi-intensive care. 

22        

WBIF 

(planned) 

(WB5-BiH-

SOC-03)

Designing Medical 

Faculty, Medical 

Research Centre and 

secondary Medical 

School

As part of the construction and equipping of the Medical Faculty in Banja Luka, at 
the Paprikovac location, it is also planned to establish a medical research center, 
which currently does not exist in the Republic of Srpska. The Medical Research 
Centre would be comprised of two parts: (i) Pre-clinical research: fundamental 
research in physics, biology, chemistry, physiology and anatomy and (ii) Clinical 
research: fundamental research in biomedicine, cellular and subcellular levels, stem 
cells utilisation research, new drugs application research – drugs clinical research, 
introduction of new therapeutic and diagnostic procedures in clinical medicine, 
etc.

Name of the Project  Project Description/Objective
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CEB Serbia Education Investment YES 130 000 000

 3,000,000            
(IPA 2 mil; 
IPF 0,6 mil 

and EWBJF 
0,4 mil) 

 35,000,000 
(CEB)  

95,000,000 
(EIB) 

 -  -  - 

CEB Serbia Education Investment YES 175 000 000  - 

 70,000,000 
(CEB)       

105,000,000 
(EIB) 

 -  -  - 

CEB Serbia Education Investment NO 50 000 000 - 28 500 000 21 500 000 34,000                          
(SCA)  - 

CEB Serbia Judicial 
Infrastructure Investment NO 30 200 000 700 000 18 000 000 12 200 000  -  - 

EIB *6 BiH Health Investment NO 286,000,000 
(Estimate)  - 

100,000,000 
(signed 

25/10/2010) 
+ 43,000,000 

(Estimate)

 - N/A N/A

EIB* BiH Health 50,000,000 
(Estimate)

2,500,000                 
(WBIF 

approved 
9/2011-

12/2012)

47,000,000 
(Estimate)  - N/A N/A

Co
-fi

na
nc

ed

IF
I

Co
un

try

Su
bs

ec
to

r

In
ve

st
m

en
t/T

A

Va
lu

e 
of

 th
e 

Pr
oj

ec
t E

UR

IP
A 

G
ra

nt
s

Lo
an

s

O
w

n 
Re

so
ur

ce
s/

 

Do
no

rs

CE
B 

ST
A*

1 
su

bs
id

ie
s/

G
ra

nt
s 

fro
m

 C
EB

 

Tr
us

t A
cc

ou
nt

s

O
w

n 
Re

ve
nu

e



68

23
Mainland Infrastructure 

Facility (Education Part)

The education component of the project is part of the larger project which aims to 
support the rehabilitation and upgrading of basic infrastructure in municipalities of 
13 mainland provinces of Croatia (50,000,000 total cost). The project comprises a 
large number of small-sized schemes in the field of energy, transport, urban renewal, 
education, health and environmental protection. The objectives of the project are: 
(i) addressing the long-term needs of the Croatian economy and reduction of its 
regional inequalities in line with the country’s Act on Regional Development and 
National Strategy, (ii) development of human capital, efficient public services and 
economic and social infrastructure, in line with the three pillars (economic, social 
and environmental) of the Europe 2020 Strategy.

24

Mainland Infrastructure 

Facility (Health/

Education)

The project will support the rehabilitation and upgrading of basic infrastructure in 
municipalities of 13 mainland provinces of Croatia. The project will comprise a large 
number of small-sized schemes in the field of energy, transport, urban renewal, 
education, health and environmental protection. Addressing the long-term needs 
of the Croatian economy and reduction of its regional inequalities in line with the 
country’s Act on Regional Development and National Strategy. Development of human 
capital, efficient public services and economic and social infrastructure, in line with 
the three pillars (economic, social and environmental) of the Europe 2020 Strategy. 

25        

(planned)

Building and 

refurbishment of 

University of Zagreb 

North Campus    

University of Zagreb North Campus will represent a new form of research and 
education in Croatia, providing the highest quality of scientific work and education 
at faculties and institutes whose work is related to the field of biomedicine and 
natural sciences. 

26           

(planned)

Building and 

refurbishment of 

University of Zagreb 

Borongaj Campus     

Refurbishment of the Borongaj Campus (University of Zagreb). The project will 
provide optimal conditions for the accommodation of university and other institutions. 
These conditions will enhance development and application of knowledge and 
innovation, and also create a new experience of studying, residence, sports and 
entertainment in one place. 

27                  

(planned)

Student accommodation 

infrastructure at 

universities of 

Rijeka and Osijek 

The overall objective of the project aims at the improvement of students’ 
accommodation capacities, thus leading to increased number of students in 
the Universities of Rijeka and Osijek.  The University of Rijeka has planned the 
construction of eight new separate buildings with 2400 beds, while the University of 
Osijek has planned one building to house 760 beds.

28                 

(planned 

WB6-HR-

SOC-3))

New campus & university 

learning resources centre 

at the University of Zadar

The project involves the establishment of a new university campus within 
the existing obsolete buildings, meant for reconstruction and renovation, 
and the construction of a new University Learning Resource Centre on a 
166,893 m² site within the former military barracks area, approximately 1 
kilometre north of the main university premises and administration building. 

29      

WBIF 

(planned)

Island and coastal 

infrastructure

The project will contribute to Croatia’s protection of the environment and human 
health, to the long term economic growth and to sustainable development as well 
as to its progressive alignment with the acquis communautaire.

Name of the Project  Project Description/Objective
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EIB Croatia Education Investment NO 6 000 000 -
6,000,000            

(signed 
8/10/2010)

- N/A N/A

EIB Croatia Health Investment NO 6 000 000 -
25,000,000 

(signed 
18/10/2011)

- N/A N/A

EIB* Croatia Education 100 000 000 1 500 000 20 000 000 - N/A N/A

EIB* Croatia Education 200 000 000 1 910 000 20 000 000 12 000 000 N/A N/A

EIB* Croatia Education 70 790 000 2 810 000 - - N/A N/A

EIB* Croatia Education 90 500 000
1,960,000       

(WBIF 
approved)

- - N/A N/A

EIB* Croatia
Social 

infrastructure 
included

25 000 000 - 17 700 000 - N/A N/A
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30

School modernisation 

programme                    

(signed 8/6/2010)

The support to the education sector will focus on assisting the Republic of 
Serbia: (i) in developing a strategy for investments in educational facilities; 
and (ii) developing and improving education infrastructure to be selected 
according to an investment prioritisation and decision support framework. The 
overall objectives of the project are: (i) improved quality of learning conditions 
for students at all levels of pre-university education, (ii) increased equity in the 
education system and (iii) more efficient allocation and investment in physical 
infrastructure. The loan will cover about 50 per cent of the total cost of the project. 

31 Clinical centres / B

The project comprises the following: construction, renovation and equipment 
purchase for clinical centres in Belgrade, Kragujevac, Nis and Novi Sad, 
Thermoenergetic Project Belgrade, Waste Management project, Blood Transfusion 
project and Technical Assistance projects – a number of EAR funded projects 
supporting general improvement in health care provision in Serbia.

32
Modernisation of judiciary 

facilities 

The operation concerns financing an investment programme for the upgrading and 
modernisation of judiciary facilities throughout the country as part of the National 
Judicial Reform Strategy. In particular, the operation will concern three key buildings 
in Belgrade designated by the Ministry of Justice for urgent comprehensive 
rehabilitation and reconstruction (the Judiciary Academy and Ministry of Justice, 
the Justice Palace of the Belgrade District Court and the Prosecutors Building).The 
objectives are: (i) to provide adequate working conditions for judicial authorities 
in order to make them fully functional and (ii) to improve access to justice. The 
comprehensive rehabilitation and reconstruction investments will help bringing 
the judiciary buildings and facilities up to adequate and modern requirements and 
reduce long-term operational costs.

33
Public sector research 

and development   

The project concerns a series of investments aimed at revitalising the country’s 
public R&D activity. The investments include the upgrading of existing infrastructure, 
the creation of a centre for promotion of science, the construction of accommodation 
for students and young scientists, and creation of centres of excellence in priority 
research fields. The specific measures included in this programme have three 
objectives: (i) to develop the infrastructure for public sector scientific research in 
Serbia; (ii) to create working and living conditions that will enable those trained 
to the highest levels to compete and collaborate with the international scientific 
community; and (iii) to attract some of the leading Serbian scientists currently 
working abroad back to Serbia.

34       

(planned 

WB5-REG-

SOC-61)

Construction and 

development of 

the Centre for 

Entrepreneurial Learning 

and Strengthening 

Competitiveness 

Economy -SEECEL; ToR 

under preparation

Construction and development of the SEECEL centre (building). The newly 
built premises will be used to accommodate activities developed through IPA 
multibeneficiary programmes. The project will contribute to increasing the rate of 
growing SMEs, increasing the potential of students while developing entrepreneurial 
skills and mid set-up.

Name of the Project  Project Description/Objective
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EIB Serbia Education Investment NO 100 000 000

800,000                                
(WBIF 

10/2011-
11/2012)

50 000 000 50 000 000 N/A N/A

EIB Serbia Health Investment YES 430 000 000

 38,600,000          
(EC);                      

10,000,000 
(bilateral 
donors)

200,000,000         
(EIB)                      

15,600,000                
(WB)

165 800 000 N/A N/A

EIB Serbia Judicial 
Infrastructure Investment NO 60 000 000

720,000         
(WBIF 

4/2011-
1/2012)

15,000,000        
(signed 

25/10/2010)
- N/A N/A

EIB Serbia Education Investment NO 420,000,000 
(estimate) 2 000 000

200,000,000 
(signed 
3/2010)

- N/A N/A

EIB* Western 
Balkans Education 30 000 000

1,584,000     
(WBIF 

approved 
9/2011-

11/2011)

4 260 000 - N/A N/A
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Name of the Project  Project Description/Objective

35           

IPA 

04/2007 

Support to the 

penitentiary infrastructure  

The overall objective is to strengthen the capacity of the Albanian judicial and 
penitentiary system, in accordance with EU and international standards. This project 
will serve to further improve existing capacities of the penitentiary and pre-trial 
detention facilities in Albania. IPA’s assistance will help to finalise the construction 
works of detention and pre-detention centres of Fier and Elbasan, including the 
provision of furniture and equipment, in accordance with EU and international 
standards. The project will consequently enhance the situation in the detention 
facilities in the country and the penitentiary system in general through decreasing 
the overcrowding of pre-trial detention facilities (new detention centres built) and 
improving detainees’ living conditions (improved respect for human rights and the 
rights of detainees). 

36           

IPA 

06/2008

Support to the 

penitentiary infrastructure                           

The overall objective is to strengthen the capacity of the Albanian judicial and 
penitentiary system, in accordance with EU and international standards. This 
project will serve to further improve the existing capacities of the penitentiary and 
pre-trial detention facilities in Albania. After completion of detailed design and costs 
estimations of six pre-trial detention centres in Albania foreseen under CARDS 
2005 programme, IPA’s assistance will help to finalise the construction works of 
detention and pre-detention of Shkodra and/or Berat, and/or any other equivalent 
centre according to the Master Plan priorities, including the provision of furniture 
and equipment, in accordance with EU and international standards. The project 
will consequently enhance the situation in the detention facilities in the country and 
the penitentiary system in general through decreasing the overcrowding of pre-
trial detention facilities (new detention centres built) and improving detainees’ living 
conditions (improved respect for human rights and the rights of detainees). 

37           

IPA 

11/2008

Strengthening the 

vocational education and 

training in Albania

Improving the quality of learning conditions for students in VET schools and 
providing better education and training opportunities for poor communities/areas 
by consolidating the network of VET schools and expanding the opportunities 
for vocational education for the poor through the upgrading of the VET school 
infrastructure.

38            

IPA 

01/2011

Construction of a new 

pre-detention centre and 

prison in Shkodra

The overall objective is to align the functioning of the justice system in Albania 
with EU and international standards. The project purpose is to further improve 
functioning of the penitentiary system in Albania. 

39            

IPA 

05/2011

Rehabilitation of 

vocational education and 

training (VET) schools in 

Leyha, Fier and Cerrik

The overall objective is to improve the employability of Albanian youth. The project 
purpose is to improve the learning outcomes for VET students and graduates.    
 

40            

IPA 

06/2011

Supporting social 

inclusion of Roma and 

Egyptian communities

The overall objective is the social, economic, political, civic and cultural empowerment 
of the most vulnerable people in Albania. The project purpose is the improvement 
of social inclusion of the most vulnerable communities (Roma and Egyptians) in 
Albania.  

41           

IPF: TA-

ALB-04

Tirana University 

Hospital Centre reform 

programme in Albania - 

2nd phase                          

The project, initiated by the Albanian Government and supported by CEB, aims 
to upgrade the infrastructural and medical conditions of Tirana University Hospital 
Centre (TUHC), the largest health care facility in Albania, enabling it to offer better 
health services and improve access to health. The 1st phase of the project was 
completed in 2009 while the 2nd phase, being negotiated, will consist of the 
extension of the 1st phase operation and is expected to provide spaces for the 
additional services. 
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EC*7 Albania Judicial 
Infrastructure Investment NO 10 000 000 10 000 000 - - N/A N/A

EC Albania Judicial 
Infrastructure TA NO 6 500 000 5 500 000 - 1 000 000 N/A N/A

EC Albania Education TA NO 8 000 000 7 000 000 - 1 000 000 N/A N/A

EC Albania Judicial 
Infrastructure Investment NO 22 060 000 18 500 000 - 3 560 000 N/A N/A

EC Albania Social 
Infrastructure Investment NO 2 590 000 2 200 000 - 390 000 N/A N/A

EC Albania Social 
Policy TA NO 1 695 000 1 500 000 - 45 000 N/A UNDP        

150,000

EC Albania Health TA NO 580 000 580 000 - - N/A N/A

Co
-fi

na
nc

ed

IF
I

Co
un

try

Su
bs

ec
to

r

In
ve

st
m

en
t/T

A

Va
lu

e 
of

 th
e 

Pr
oj

ec
t E

UR

IP
A 

G
ra

nt
s

Lo
an

s

O
w

n 
Re

so
ur

ce
s/

 

Do
no

rs

CE
B 

ST
A*

1 
su

bs
id

ie
s/

G
ra

nt
s 

fro
m

 C
EB

 

Tr
us

t A
cc

ou
nt

s

O
w

n 
Re

ve
nu

e



74

42            

IPA - PF 

02/2007  

Supporting the return to 

Kotor Varos Municipality  

The overall objective of the Return Programme is to support the implementation of 
Annex VII (GFAP). BiH authorities acquire the capacities to effectively fulfil their role 
in the return and reintegration of refugees and DPs (at the municipal level), and that 
BiH creates an environment more conducive to sustainable return. 

43            

IPA 

04/2007

Social sector review   

The overall objective is the establishment of a more efficient and improved quality 
delivery of social security services in BiH. The purpose of the project is to further 
support the minority and vulnerable groups. 

44           

IPA 

05/2007

Enhancing the social 

protection and inclusion 

system for children in BiH                                      

The projects aims to support the development of a fiscally sustainable and effective 
social safety net and establishment of a harmonised, well-targeted, efficient and 
sustainable social protection system. It provides further support to the minority 
and vulnerable groups in line with BIH’s own sectoral reform and development 
strategies taking into account Mid-Term Development Strategy and European 
Integration Strategy for BiH. 

45           

IPA 

19/2007

Improving the 

development and 

capacity of social 

dialogue and social 

partners                            

The overall objective is the economic regeneration of BiH. The project purpose is 
the development of effective and active institutions (social partners including the 
private sector) and supporting working practices in industrial and labour relations. 

46           

IPA 

20/2007

Strengthening higher 

education in BiH III     

The overall objective is to advance the reform of the higher education system which 
does not  respond to the needs of the labour market, to combat unemployment and 
to support the development of economy and society. The project purpose is to: (i) 
establish and strengthen state level institutions which effectively coordinate and 
manage higher education and higher education reforms for the whole country and 
(ii) harmonise the higher education system by developing and applying common 
standards and procedures for quality assurance and HE qualifications across the 
country. 

47            

IPA 

21/2007

Support to reform of 

higher education      

The overall objective is to advance the reform of the education system which does 
not respond to the needs of the labour market in order to combat unemployment 
and to support the development of economy and society. The specific objective 
is to increase academic mobility within BiH and abroad and mobility of the labour 
force within the European labour market through diploma recognition according to 
the Lisbon Convention; and to support institutional  development of BiH universities 
in order to increase the cost effectiveness of their administrative and management 
operations by introducing the integrated university model.  

48            

IPA 

22/2007

Supply of equipment to 

VET schools                          

The overall objective is to advance the reform of the education system to support the 
development of economy and society. The specific objective is to support reform of 
the VET system in BiH by providing equipment to VET schools as a complementary 
activity to the project “VET System Reform III – Copenhagen Process in BiH”.  
The purpose of the project is to provide tools for the successful implementation 
of reformed curricula and to develop relevant skills of students in 5 occupational 
families undergoing reform under project “VET System Reform III – Copenhagen 
Process in BiH”.  

Name of the Project  Project Description/Objective
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EC BiH Social 
Infrastructure Investment NO 556 000 500 000 -

56,000 
Private 

contributions
N/A N/A

EC BiH Social 
Policy TA NO 500 000 500 000 - - N/A N/A

EC BiH Social 
Policy TA NO 1 300 000 1 300 000 - - N/A N/A

EC BiH Social 
Policy TA NO 500 000 500 000 - - N/A N/A

EC BiH Education TA NO 500 000 400 000 - - N/A N/A

EC BiH Education TA NO 1 100 000 1 100 000 - - N/A N/A

EC BiH Education Investment NO 1 300 000 1 300 000 - - N/A N/A
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49            

IPA 

23/2007

Strengthening of public 

health institutes in BiH     

The overall objective is to contribute to reform of the public health system through 
supporting the development of health-promoting policies and  improvement of 
national preparedness to public health threats and the systems for health monitoring 
and disease surveillance. The project purpose is to strengthen the capacity of the 
public health functions in BiH with special focus on public health as an integrated 
part of planning and decision making and fulfilling of international obligations.

50            

IPA 

24/2007

Supply of equipment for 

microbiology laboratories 

in BiH                                                      

The overall objective is to enhance  the capacity of the health care system in 
BiH to respond to possible threats of easily transmitted communicable diseases, 
introducing bio-safety cabinets and providing relevant equipment to laboratories 
dealing with microbiological materials potentially dangerous to their staff and the 
general population. To provide relevant BiH laboratories with equipment needed for 
their proper functioning according to EU and international standards. 

51           

IPA 

03/2008

Support for the 

construction of a State 

high-security prison in 

BiH 

The overall objective is to strengthen the rule of law in BiH by providing appropriate 
infrastructure, capacity building and training for the correctional sector at State 
level. The project purpose is to establish a permanent-type facility designated for 
serving sentence of detainment and imprisonment. This project aims at enabling 
BiH Court and the Prosecutor’s Office to prosecute an emerging number of high 
profile individuals sentenced in the field of war crime, organised crime, terrorism 
and corruption.  

52             

IPA 

06/2008

Support to vulnerable 

groups in BiH           

The overall objective is to combat social exclusion in BiH. The project purpose 
is to develop an integrated Social Protection and Inclusion Strategy which will 
be designed, piloted and replicated by national and sub-national government 
institutions.

53            

IPA 

11/2008

Support for the 

development of the 

health care systems in 

BiH  

The overall objective is to enhance the efficiency of health care services in BiH. 
The project purpose is to assist the BiH Pharmaceutical Agency in becoming a fully 
functioning institution in accordance with EU standards, implement a system of 
provider payments that would create incentives for cost containment and improve 
provider performance as well as to improve the quality of data collection and 
information flow related to the Public Health Institutes, and to harmonise relevant 
legislation in accordance with EU Directives.     

54                  

IPA 

13/2008

Support to education 

reform in BiH   

The overall objective is to build an efficient and effective quality education system in 
BiH in line with European trends and standards. The project purpose is to enhance 
vocational education and training and higher education in BiH in line with the  
Copenhagen Declaration and Bergen Communiqué.

55                  

IPA 

13/2009

Promoting labour market 

competitiveness 

The overall objective is to improve the quality of the workforce and reduce the 
unemployment rate by improving the institutional capacity of labour market 
management and employment service delivery at national, entity and sub-entity 
levels, and setting up the conditions and the preliminary steps for successful 
implementation of the adult learning strategy. 

Name of the Project  Project Description/Objective
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EC BiH Health TA NO 1 500 000 1 500 000 - - N/A N/A

EC BiH Health TA NO 500 000 500 000 - - N/A N/A

EC BiH Judicial 
Infrastructure Investment YES

ref. CEB 
project  

number 4
4 000 000 - - N/A N/A

EC BiH Social  
Policy TA NO 1 955 555 1 900 000 -

55,555 -              
Private 

contributions
N/A N/A

EC BiH Health TA NO 2 875 000 2 850 000 - 25 000 N/A N/A

EC BiH Education TA NO 3 000 000 3 000 000 - - N/A N/A

EC BiH Social  
Policy TA NO 5 167 491 5 000 000 - 167 491 N/A N/A
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56                

IPA 

02/2010

Enhancing the social 

protection and inclusion 

system for vulnerable 

groups – Phase  

III                    

The overall objective is to contribute to the development of a fiscally sustainable and 
effective social safety net and to the establishment of a harmonised, well-targeted, 
efficient and sustainable social protection system. The project purpose is to support 
key government partners in establishing a country-led process for the development 
and implementation of a sustainable strategy for integrated social protection and 
inclusion of children and families in BiH. 

57                 

IPA 

09/2011

Strengthening human 

resources and 

institutional capacities for 

better employability         

The overall objective is to contribute to increased mobility and employability of the 
labour force. The project purpose is to improve and develop human resources and 
institutional capacities in entrepreneurial learning and higher education, including 
quality assurance in higher education and a system of validation of qualifications 
which equally recognises all forms of learning.  

58                       

IPA 

10/2011

Strengthening social 

protection system at all 

levels of governance            

The overall objective is to contribute to improvement of the social protection system 
at all levels of governance and to address the specific needs of vulnerable groups 
in BIH. Component 1 aims to ensure implementation of Roma Action Plan and 
to provide social housing for Roma. Component 2 aims to enhance monitoring, 
reporting and promotion of human rights and to improve social protection of the 
vulnerable and socially disadvantaged groups. Component 3 aims to enable access 
to social services for vulnerable and socially disadvantaged groups. 

59                         

IPA 

09/2007

Health and safety at work

Strengthening the administrative capacity of the Ministry of Economy, Labour and 
Entrepreneurship, State Inspectorate of the Republic of Croatia-Labour Inspectorate 
and State Institute for Health Protection and Safety at Work and establishing the 
basis for an efficient system of health protection and safety at work based on 
preventive activities.   

60                    

IPA 

17/2007

Preparatory measures 

for the Lifelong Learning 

and Youth in Action 

programmes  

The overall objective of the preparatory measures is to improve and monitor the 
effectiveness of Croatia’s preparations for participation in the Lifelong Learning 
and Youth in Action programmes. The preparatory measures have three main 
purposes: (i) preparing the national agency to manage the programmes (progressive 
recruitment and training of staff): capacity building, (ii) information campaigns for 
the potential beneficiaries (translation and publication of the main documents, 
publication of leaflets, seminars) and (iii) participation in pilot activities. 

61                  

IPA 

05/2008

Roma  support project - 

Phase III                                

The overall objective is to enhance and facilitate active and full participation of the 
Roma national minority in the economic, cultural and social life of Croatian society, 
while preserving their own identity, culture and tradition. The project purpose is 
to improve environmental and general living conditions in the Roma settlements 
of Orehovica and Mursko Središće (Sitnice) in Međimurje County, by providing 
access to communal infrastructure and utilities: roads (with drainage), water and 
electricity supply.           

62               

IPA 

17/2009

Strengthening the 

institutional capacity for 

blood, tissues and cells    

The overall objective is to increase the availability, quality and safety of blood, 
tissue and cells for human application in order to assure the highest possible level 
of public health protection. Implementation of the Directive 2002/98/EC on setting 
standards of quality and safety for the donation, testing, processing, storage and 
distribution of human blood and Directive 2004/23/EC on setting standards of quality 
and safety for the donation, procurement, testing, processing, preservation, storage 
and distribution of human tissues and cells in the Republic of Croatia.   

Name of the Project  Project Description/Objective



79

EC BiH Social 
Policy TA NO 1 650 000 1 400 000 -

250,000- 
Private 

contributions
N/A N/A

EC BiH Education TA NO 3690000 3 500 000 -

75,000 - 
National 

contributions   
115,000 - 

Private 
contributions

N/A N/A

EC BiH Social Policy TA NO 8 070 000 7 500 000 -

120,000 -                  
National 

Contribution 
450,000 -                  

Private 
Contribution

N/A N/A

EC Croatia Health TA NO 2 660 000 2 245 000 - 415 000 N/A N/A

EC Croatia
Education 
/ Lifelong 
Learning

TA NO 1 000 000 857 775 - 142 245 N/A N/A

EC Croatia Social 
Policy Investment NO 3 333 330 2 500 000 - 833 330 N/A N/A

EC Croatia Health Investment NO 2 400 000 2 000 000 - 400 000 N/A N/A
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63              

IPA 4 
Operational 

Programme 

(OP)

Priority Axis 1 - 

Enhancing access 

to employment and 

sustainable inclusion in 

the labour market (2007-

2011)

Supporting the design and implementation of active and preventive labour market 
policy. Supporting the effectiveness and quality of Croatia’s public employment 
services.

64              
IPA 4 

Operational 

Programme 

(OP)

Priority Axis 2 - 

Reinforcing social 

inclusion of people at 

a disadvantage (2007-

2011) 

Supporting access to employment by disadvantaged groups. Supporting access 
to education by disadvantaged groups. Development of social services to improve 
employment opportunities.

65  
IPA 4 

Operational 

Programme 

(OP)

Priority Axis 3 - 

Enhancing human capital 

and employability (2007-

2011)

Further development of the Croatian Qualification Framework. Strengthening the 
provision of Adult Learning. Supporting quality and effectiveness of the institutions 
responsible for policy design and provision of education and training.

66              
IPA 4 

Operational 

Programme 

(OP)

Priority Axis 4 - Technical 

Assistance (2007-2011)
Project preparation and programme management and capacity-building.

67

 IPA 

06/2007

Local infrastructure for 

social and economic 

cohesion                            

The overall objective is to stimulate social and economic cohesion through support 
to infrastructure development in municipalities as well as training the municipal 
officers in developing, implementing and supervising these infrastructural projects. 
The project purpose is to improve the infrastructure in municipalities through 
successful completion of selected small-scale projects and to improve the capacity 
of the identified counterpart staff in the Ministry of Local Self-Government and 
municipalities through on-the-job and other training and day-to-day management 
of infrastructure programmes, in particular in those sectors where responsibilities 
have recently been devolved to the municipalities and in areas targeting the most 
economically vulnerable. Priority sectors: (i) Social welfare and child protection – 
old people’s homes, day centres for children with disabilities, street children, drug 
abusers and homeless; centres for victims of family violence, kindergartens; (ii) 
Sport and recreation - transfer of the title of immovable and movable goods, staff 
and documentation related to the sport facilities; (iii) Health care - protection of 
health of workers and protection at work; health oversight over the environment; 
assistance to patients with special needs, e.g. mental health, child abuse, etc.; (iv) 
Education - the management and maintenance of primary and secondary schools; 
(v) Culture - the management and maintenance of local cultural institutions; (vi) Fire 
and rescue - the management and maintenance of the fire and rescue services; and 
(vii) Urban planning and construction – the management of local urban planning. 

68               

IPA 

12/2007

Preparatory measures 

for the Lifelong 

Learning and Youth in 

Action programmes in 

Macedonia 

The overall objective of the preparatory measures is to improve and monitor the 
effectiveness of the country’s preparations for participation in the Lifelong Learning 
and Youth in Action programmes. The project has three main purposes: (i) preparing 
the national agency (capacity building) to manage the programmes, (ii) information 
campaigns for the potential beneficiaries (including translation and publication of 
the main documents, publication of leaflets, seminars, etc.) and (iii) participation in 
pilot activities. 

Name of the Project  Project Description/Objective
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EC Croatia Social Policy TA NO 20 516 474 17 439 000 - 3 077 474 N/A N/A

EC Croatia Social Policy TA NO 22 011 776 18 710 005 - 3 301 771 N/A N/A

EC Croatia
Education 
/ Lifelong 
Learning

TA NO 31 741 175 26 979 995 - 4 761 180 N/A N/A

EC Croatia Social Policy TA NO 80,56,473 6 848 000 - 1 208 473 N/A N/A

EC FYRoM Social 
Infrastructure Investment NO 8 700 000 7 000 000 - 1 700 000 N/A N/A

EC FYRoM Education TA NO 1 000 000 900 000 - 100 000 N/A N/A
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69                 

IPA 

06/2008

Support the participation 

of the civil sector in 

decision making process 

and in providing social 

services                       

The overall objective of the project is to promote an active civil society sector. 
The project purpose is to support the development and capacity building of the 
non-governmental sector through improved involvement of NGOs in the process 
of drafting legislation and regulations (particularly those connected to the EU 
integration process, as well as public awareness raising); increased participation 
of NGOs in providing social services and community-based activities; improved 
capacities to mobilise resources and voluntary work; and improved involvement in 
the field of democracy and the rule of law.  

70               

IPA 

07/2008

Support to the Agency 

for supervision of 

fully funded pension 

insurance                   

The overall objective of the project is to reinforce the institutional capacity to 
regulate and supervise fully funded pension system institutions, leading to a more 
transparent and accountable pension insurance sector.The purpose of the project is 
to provide the Agency for Supervision of Fully Funded Pension Insurance – MAPAS 
– with technical assistance to strengthen its implementation practices through 
capacity building and improved organisational management including strategic and 
business planning, business work processes, research/knowledge management 
and IT development, while introducing – next to rule-based supervision – risk-based 
supervision and hence contributing to harmonising the supervision with the EU 
practices.

71                

IPA 

18/2010

Preparatory measures for 

participation in Lifelong  

Learning and Youth in 

Action programmes    

The overall objective of the project is to give support to the beneficiary to 
participate in the preparatory measures of the Lifelong Learning and Youth in 
Action programmes. The purpose of the project is, on the one hand to finance 
the costs of the country’s participation in the preparatory measures of the Lifelong 
Learning and Youth in Action programmes, and, on the other hand, to strengthen 
the capacity of the relevant administrative bodies to ensure proper participation of 
the beneficiary in the preparatory measures of the Lifelong Learning and Youth in 
Action programmes. 

72                 

IPF: TA3-

MKD-

SCO-01

Health provider 

institutions (HPIs)                

The FYRoM Ministry of Finance has structured a comprehensive reform of the 
health care sector into three phases. The hospitals, clinics and specialised institutes 
covered represent 90% of the health sector building stock within the country. The 
CEB is co-financing the Phase I HPIs under which 20 HPIs are being rehabilitated 
and equipped. The EC project provides assistance with the preparation of Phase II. 
The implementation of the technical assistance began in November 2010 and will 
include: (i) preparation of a feasibility study for the Phase II project, (ii) environmental 
screening, (iii) preparation of terms of reference for the different components of the 
project and (iv) assistance with the preparation of designs.

Name of the Project  Project Description/Objective
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EC FYRoM Social Policy TA NO 1 300 000 1 200 000 -
100,000 -                 

Private 
contributions

N/A N/A

EC FYRoM Social Policy/
Pension TA NO 1 000 000 1 000 000 - - N/A N/A

EC FYRoM
Education 
/ Lifelong 
Learning

TA NO 2 600 000 2 000 000 - 600 000 N/A N/A

EC FYRoM Health TA NO 2 000 000 2 000 000 - - N/A N/A
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73 

IPA 4 

-Operational 

Programme 

(OP)

Social inclusion – 

promoting an inclusive 

labour market (2007-

2011)

This priority axis should foster social inclusion to favour integration in the labour 
market of disadvantaged people, inter alia by training professionals and volunteers 
involved in social inclusion, enhanced linkages between all partners and the 
strengthening of the capacity of civil society to provide (quality) social assistance. 
Improve the efficiency and quality of social services in respect to provision of 
access to the services and facilitating integration in the labour market of vulnerable 
groups by training professionals and volunteers who work in the field of social 
inclusion: (i) to facilitate integration of people at a disadvantage, including from 
different ethnic communities and ethnic communities, in employment through 
strengthening their employment potential or through subsidised employment; 
(ii) to provide appropriate (hands-on) training to the experts working with 
vulnerable groups, on central and local level; (iii) to enhance active participation 
of the civil society, including NGOs, (not-for-profit type) and social partners in 
the implementation of social inclusion policies; and (iv) to develop the capacity 
of the civil society to be a part of the decision-making process, as well as its 
capacity to contribute effectively in the networking and project management skills.  
  

74 

IPA 4 

-Operational 

Programme 

(OP)

Technical Assistance 

(2007-2011)

Achieve efficient implementation, monitoring, evaluation, administration and 
information of the Operational Programme, also with a view to the future 
management of the European Structural Fund (ESF). Provide TA to the operating 
structure of OPHRD within the areas of preparation, management, monitoring, 
evaluation, information and control activities for implementation of the OP. 

75 

IPA 4 

-Operational 

Programme 

(OP)

Employment – attracting 

and retaining more 

people in employment 

(2007-2011)

Increasing employment, reducing unemployment and retaining more people in 
employment through modernisation and improvement of the services provided by 
the Employment service agency as well as through development and implementation 
of new and improved active policies and measures as defined in the National 
Employment Strategy and National Action Plan for Employment (NAPE). 

76 

IPA 4 

-Operational 

Programme 

(OP)

Education and Training 

– investing in human 

capital through better 

education and skill 

(2007-2011) 

 

Modernise the educational and training system with a view to improving its 
adaptability to labour market demands and promoting lifelong learning. In addition, 
the priority will ensure equal access to quality education for all irrespective of ethnic 
origin. To support the modernisation of the educational and training system by 
implementing reforms in this area, in particular with a view to enhancing quality and 
a better match between education and labour market needs in addition to ensuring 
quality education for all ethnic communities.  

77           

IPA 

06/2007

Education in Kosovo:                 

Interculturalism and the 

Bologna Process 

The overall objective is to set up sustainable conditions for strengthening 
multicultural understanding among all communities in Kosovo in a mutual respect 
based on human rights and intercultural education in a lifelong learning perspective 
compatible with European standards or best practices. The project purpose is to 
support primary, secondary and higher education reforms in Kosovo conducive to 
intercultural  awareness and understanding and further facilitate the integration of 
Kosovo into the Bologna Process.  

Name of the Project  Project Description/Objective
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EC FYRoM Social Policy TA NO 8 894 126 7 560 000 - 1 334 126 N/A N/A

EC FYRoM Social Policy TA NO 2 748 239 2 336 000 - 412 239 N/A N/A

EC FYRoM Social Policy TA NO 16 148 249 13 726 000 - 2 422 249 N/A N/A

EC FYRoM
Education 
/ Lifelong 
Learning

TA NO 11 621 183 9 878 000 - 1 743 183 N/A N/A

EC Kosovo Education TA NO

1,550,000             
The CoE 

financial share 
in the project 
will amount to 

150,000

1 400 000 - - N/A N/A
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78           

IPA 

07/2007

Supporting local 

government and 

decentralisation 

(upgrading priority 

municipal infrastructure)

The overall objective is the advance of the reform and capacity building of local 
self-government in the context of the ongoing decentralisation process, including 
the improvement of managerial competencies, service delivery and dialogue 
with citizens, in line with European standards and best practice. Project purpose 
is to improve the performance and accountability of  municipalities to deliver 
cost-effective public services and to improve dialogue with citizens. Upgrading 
priority municipal infrastructure projects (Component 3) include the rehabilitation/
construction/upgrading of schools and health centres.

79                    

IPA 

11/2008

Municipal social and 

economic infrastructure      

The overall objective of the project is to support the implementation of the status 
settlement and advance the reform and capacity building of local self-government 
in the context of the ongoing decentralisation process, through the improvement of 
municipal social and economic infrastructure. The purpose of the project is to improve 
social and economic infrastructure in municipalities that have their boundaries 
changed as part of the status settlement, municipalities that demonstrate a good 
track record in the implementation of European Partnership, and economically 
and technically disadvantaged municipalities. Priority sectors: (i) Socioeconomic 
development such as education buildings/schools, kindergartens, health services, 
sports and youth facilities, and pedestrian sidewalks, (ii) Infrastructure such as 
municipal building rehabilitation, roads rehabilitation and (iii) Environment such as 
water supply systems and sewerage system. 

80                   

IPA 

13/2008

Education and 

employment      

The overall objective is to support the Kosovo Government in improving the quality 
and efficiency of the provision of education and training services in a lifelong learning 
and employability perspective. The project aim is to support the improvement of the 
education and training system both in terms of internal and external efficiency. 
Component 1 contributes to enhancing the management and quality of the general 
education system, through the development and implementation of a sound sector-
wide approach. Component 2 focuses on improving the employability of young 
people and disadvantaged persons by means of a comprehensive VET strategy 
responsive to labour market needs, as well as company-based training services 
and development of entrepreneurship skills.  

81                   

IPA 

18/2008

Support to health sector 

The overall objective is to improve the health service delivery in Kosovo, through 
the strengthening of the Kosovo health sector, its respective institutions and the 
strengthening of coordination of the principle health institutions and stakeholders 
together with the international donors. The project purpose is to work to strengthen 
the institutional capacity and technical skills of the health sector institutions through 
the promotion of and improving inter-departmental, inter-ministerial and donor 
coordination. It aims to build the institutional and human resource capacity of the 
KMA in order to meet all the European Medicines Agency standards and will provide 
up-to-date information on the current status of health care delivery in Kosovo.

Name of the Project  Project Description/Objective
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EC Kosovo Social 
Infrastructure Investment NO

10,000,000 
(Component 

3) Total 
project cots: 
14,900,000

10 000 000 -
2,500,000       

(Component 
3)

N/A N/A

EC Kosovo Social 
Infrastructure Investment NO 22 363 000 20 963 000 - 1 400 000 N/A N/A

EC Kosovo Education TA NO 11 700 000 10 000 000 - 1 700 000 N/A N/A

EC Kosovo Health TA NO 1 500 000 1 500 000 - - N/A N/A

Co
-fi

na
nc

ed

IF
I

Co
un

try

Su
bs

ec
to

r

In
ve

st
m

en
t/T

A

Va
lu

e 
of

 th
e 

Pr
oj

ec
t E

UR

IP
A 

G
ra

nt
s

Lo
an

s

O
w

n 
Re

so
ur

ce
s/

 

Do
no

rs

CE
B 

ST
A*

1 
su

bs
id

ie
s/

G
ra

nt
s 

fro
m

 C
EB

 

Tr
us

t A
cc

ou
nt

s

O
w

n 
Re

ve
nu

e



88

82                   

IPA 

03/2009

Support to communities    

The overall objective is to contribute to the stabilisation of the socioeconomic 
situation of ethnic minority communities in Kosovo. The project purpose is to 
create income-generating and employment opportunities among ethnic minority 
communities throughout Kosovo, thereby creating sustainable livelihoods and 
improved socioeconomic conditions and to strengthen inter-ethnic confidence 
building between communities and promotion of inter-ethnic reconciliation in order 
to further foster their integration within Kosovo society.  

83                

IPA 

06/2009

Support to culture, youth 

and sport                                   

The overall objective is to strengthen the social cohesion and solidarity in Kosovo. 
The purpose of the project is to improve living conditions in two major cities of 
Kosovo: through fostering the use of multipurpose facilities that would directly 
impact the daily life of their inhabitants - especially of youngsters - in many aspects 
(health and reconciliation among others).  

84               

IPA 

08/2009

Support to employment 

and education in Kosovo       

The overall objective is to address poverty and inequality through improvements 
in education and employment with particular attention to the quality of education, 
training and skills development in Kosovo and promotion of employment 
opportunities linked with public regeneration schemes to enhance the quality of 
life for all people of Kosovo. The project purpose is the promotion of economic 
and social cohesion and poverty alleviation in Kosovo by Component 1 – Teacher 
Training, and Component 2 – Technical Assistance to the Ministry of Labour and 
Social Welfare (MLSW).

85             

IPA 

04/2010

Communities and 

education                    

The project has two components: Component 1 - Return and Reintegration 
in Kosovo (phase III) - The creation of a climate for inter-ethnic tolerance and 
sustainable multi-ethnicity and the promotion of human and minority rights (including 
a gender perspective) conducive to minority return and reintegration of displaced 
persons in Kosovo, and Component 2 - Research Capacity Development in Kosovo 
- The strengthening of research and innovation to promote economic and social 
development in Kosovo.

86                

IPA 

11/2011

Social welfare and 

community stabilisation

The project has two components: Component 1 - EU Community Stabilisation 
Programme - aims to create income-generating and employment opportunities 
among ethnic minority communities throughout Kosovo, thereby creating sustainable 
livelihoods and improved socioeconomic conditions, and Component 2 - EU support 
to provision of social services in Kosovo - aims to provide community-based social 
services for the most vulnerable groups of children, and social and care services 
for the elderly and disabled in Kosovo.

Name of the Project  Project Description/Objective
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EC Kosovo Social Policy TA NO 3 135 000 3 125 000 -
10,000 -  
Private 

contributions
N/A N/A

EC Kosovo Social Policy TA NO 24 500 000 14 000 000 - 10 500 000 N/A N/A

EC Kosovo Education TA NO 10 900 000 10 300 000 -

350,000 -                       
National 

contributions   

250,000 - 
Private 

contributions

N/A N/A

EC Kosovo Education TA NO 6 462 000 5 000 000 -

1,200,000 - 
Beneficiary 

contributions    

262,000 - 
Private 

contributions

N/A N/A

EC Kosovo Social Policy TA NO 5 350 000 4 000 000 -

1,100,000 - 
Beneficiary 

contributions   

250,000-      
Private 

contributions

N/A N/A
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87                  

IPA 

12/2011

Education and cultural 

diversity

Project 1: Support to Kosovo Education Strategic Plan (KESP) implementation, 
quality assurance in education - the overall objective is to provide inclusive and 
equitable access to a quality pre-university education for all students for the 13 
years of compulsory education. Project 2: Support measures of Returnee and 
Roma, Ashkali, Egyptian (RAE) Communities to Education - to ensure greater 
social cohesion, confidence between majority and minority communities, and 
promotion of socioeconomic development of disadvantaged returnee and RAE 
communities by supporting active measures for the integration and inclusion of 
RAE communities in Kosovo into education and into schooling in particular. Project 
3: EU/CoE Support to the Promotion of Cultural Diversity in Kosovo, Phase 2  - to 
contribute to increased intercultural dialogue and cooperation through a process of 
developing multidisciplinary heritage planning and management practices both at 
local and central levels, with a participatory approach.

88                   

IPA 

03/2007 

Support to the national 

qualification framework 

and quality assurance in 

education                                 

The overall objective is to support further policy and institutional reforms in education 
and training as part of Montenegro’s effort to engage with the wider European Union 
education developments. The purpose of the project is two-fold: (i) To support the 
establishment and implementation of the National Qualification Framework (NQF) 
with due reference to the European Qualification Framework; and (ii) To enhance 
the development of quality assurance process, procedures, systems and structures 
in higher education.   

89                 

IPA 

02/2008

Durable solutions for 

refugees and displaced 

persons in Montenegro   

The overall objective is to contribute to a durable solution for refugees and dispersed 
persons through the implementation of the national document ‘Strategy for Resolving 
the Issues of Refugees and Internally Displaced Persons in Montenegro’ adopted 
in 2005. The project purpose is to ensure the rights of refugees and DPs choosing 
either to integrate locally or to return to their countries of origin. 

90                  

IPA 

08/2010

Social welfare and child 

care system reform: 

enhancing social 

inclusion 

Social welfare and education system has facilitated inclusion of the vulnerable, 
socially excluded groups. The project purpose is a comprehensive, inclusive and 
sustainable social and child welfare system with advanced inclusive education for 
children with special needs to be established. 

91                 

IPA 

04/2008

Labour market 

reform and workforce 

development    

The overall objective is to develop further Montenegro’s policy and institutional 
readiness to meet EU employment and lifelong learning policies as part of its wider 
preparations for accession to the Union. The project purpose is to support institution 
and capacity building in the ‘labour and education administration’, in developing 
active labour market measures (especially community-based partnerships) and 
framework for a life-long careers guidance and counselling service in Montenegro.  

92                  

IPA 

14/2010

Implementation of 

the European blood 

transfusion system   

The overall objective is to support the setting up of a modern blood transfusion 
system in line with EU standards in order to make safe blood available for all 
citizens of Montenegro. The project purpose is to secure sufficient quantities 
of safe blood and blood products to meet the needs of all patients, in regular 
and emergency situations, provided as part of a sustainable and modern blood 
transfusion programme within the existing health care system in accordance with 
the EU standards for blood transfusion. 

Name of the Project  Project Description/Objective
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EC Kosovo Education TA NO 9 500 000 7 000 000 - 25 000 000 N/A N/A

EC Montenegro Education TA NO 1 550 000 1 500 000 - - N/A N/A

EC Montenegro Social Policy TA NO 1 500 000 1 500 000 - - N/A N/A

EC Montenegro Social Policy TA NO 3 335 000 3 000 000 - 335 000 N/A N/A

EC Montenegro
Education 
/ Lifelong 
Learning

TA NO 1 800 000 1 800 000 - - N/A N/A

EC Montenegro Health TA NO 3 000 000 1 800 000 - 1 200 000 N/A N/A
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93           

WBIF: 

MTN-SOC-

G-EC 11

Centre for the elderly - 

Pljevlja 30.10.2010                                        
Health personnel development. Expected completion date: 30/5/2012 

94                   

IPA 

09/2007

Further support to 

refugees and IDPs in 

Serbia                               

The overall objective is to build durable solutions to address the IDP/Refugee 
Challenge. Project components are as follows: Component 1 - Integration of 
refugees through projects that will develop accommodation solutions, employment 
and income generation activities;  Component 2 - Supporting return/reintegration 
through cross-boundary initiatives as well as cross-border initiatives; Component 
3 - To contribute to the self-reliance of specifically targeted refugees/IDPs through 
socioeconomic support packages and legal assistance; and Component 4 - Securing 
the full implementation of the Sarajevo Declaration.  

95                 

IPA 

15/2007

Support to the health 

care accreditation 

agency                         

The overall objective is to improve health care in Serbia by internalising continuous 
quality improvement and service delivery within the overall system. The project 
purpose is continuous improvement of the quality of health service delivery in the 
Serbian health sector; capacity building support to the Public Agency for Accreditation; 
and the promotion of balanced internally driven (professional/institutional) quality 
improvement processes through external assessment mechanisms.

96                

IPA 

16/2007

Health sector reform 

for emergency medical 

services in Serbia 

Improving Emergency Medical Services (EMS) in Serbia as part of the overall reform 
of the health system in Serbia. The project purpose is to carry forward health sector 
reforms by improving the capabilities and capacities of EMS units in Serbia. 

97                 

IPA 

17/2007

Modernisation of the 

vocational education and 

training system in Serbia.

The overall objective is to support modernisation of the education and training 
system in order to contribute more efficiently to national economic recovery and 
social cohesion, and meet labour market and student needs. The project purpose is 
to strengthen the institutional capacity and to improve governance of the initial and 
continuing VET system through the establishment of a VET and Adult Education 
Council, transformation of the existing National VET Centre into an executive 
Agency for VET and Adult Education, and the creation of Adult Education Units at 
the Ministry of Education and Ministry of Economy and Regional Development.  

98                

IPA 

03/2008

Support to refugees 

and internally displaced 

persons (IDPs)    

The overall objective is to contribute to resolving the problems of refugees and IDPs 
in Serbia while ensuring them full access to their rights. The project is composed 
of two components: Component 1 - Housing and income-generation support to 
promote integration of the most vulnerable refugee families through the provision 
of durable solutions, and livelihood enhancement of IDP families in Serbia; and 
Component 2 - Legal aid/assistance and information provision for realisation of the 
rights of IDPs and refugees in Serbia.  

99                 

IPA 

09/2008

Education for all - 

increasing the availability 

and quality of education 

for children                       

Tp contribute to social inclusion and poverty reduction by enabling greater access 
to the regular public education system in Serbia for children from marginalised and 
special needs groups. To increase the inclusion of children from marginalised and 
special needs groups in the system of preschool and elementary education and to 
reduce their dropout rate by formalising and broadening the support that is provided 
by teaching assistants and community liaison coordinators.   

Name of the Project  Project Description/Objective
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EC Montenegro Health TA NO 150 000 150 000 - - N/A N/A

EC Serbia Social Policy Investment NO 10 000 000 10 000 000 - - N/A N/A

EC Serbia Health TA NO 1 500 000 1 500 000 - - N/A N/A

EC Serbia Health TA NO 10 000 000 10 000 000 - - N/A N/A

EC Serbia Education TA NO 4 000 000 4 000 000 - - N/A N/A

EC Serbia Social Policy TA NO 6 210 000 6 000 000 -
210,000 -              

Private 
contributions

N/A N/A

EC Serbia Education TA NO 3 000 000 3 000 000 - - N/A N/A
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100              

IPA 

10/2008

Social inclusion     

The project contributes to the objective of improving social inclusion and reducing 
poverty among the most vulnerable groups in society (children with disabilities, 
women in rural areas and Roma) through rationalisation and decentralisation of 
social protection services and development of community-based alternatives. The 
purpose of the project is to reduce the number of children with disabilities placed in 
large-scale residential institutions in Serbia by supporting and strengthening local 
community-based services that foster the employment of vulnerable categories of 
youth and women.      

101                  

IPA 

15/2008

Implementation of 

hospital information 

system                             

The overall objective is to improve the efficiency and quality of health care delivery 
in Serbia through further development and implementation of a standardised 
and sustainable Hospital Information System at secondary/tertiary level of 
health care, which will contribute to the establishment of an integrated national 
health information system. The project purpose is to continue the improvement 
of the Electronic Health Record developed through the CARDS 2004 project 
‘Development of Health Information System for Basic Health and Pharmaceutical 
Services Republic of Serbia’ and the Ministry of Health ‘Serbia Health Project’ by 
integrating data delivered by health care institutions; to upgrade and implement a 
customised hospital information system in 10 hospitals, covering the needs of 30% 
of the population of Serbia. 

102            

IPA 

16/2008

Support for quality 

assurance within the 

national primary and 

secondary education   

The overall objective is a modern education system in Serbia contributing more 
efficiently to the economic recovery, in line with the EU policy outlined in the 
Lisbon Strategy, supporting the development of democracy and contributing to the 
European integration process of the country. The project purpose is to support 
the development and implementation of a quality assurance system for general 
education and VET, giving priority to  developing a national examination system, and 
to increase the capacity of the Ministry of Education and other relevant institutions 
to implement this system. 

103                 

IPA 

20/2008

Systemic development 

of elementary, practice-

based adult education in 

Serbia                                        

The overall objective is to institutionalise a modern, functional, adult education 
system which will help to increase employment opportunities and contribute more 
efficiently to poverty reduction, social cohesion and national economic recovery. The 
project purpose is to establish a system of functional elementary adult education in 
Serbia which is accessible and adaptable to the needs of adult learners, focused 
on life skills and competencies and based upon lifelong learning.   

104                   

IPA 

31/2008

Treatment of health care 

waste                                            

The overall objective is to contribute to the implementation of environmental and 
health care strategies that will ensure compatibility with EC legislation and best 
practices in sanitary standards. The project purpose is to improve infectious health 
care waste management in 35 health care facilities in Serbia by completing the 
system for collection, storage, treatment and disposal of infectious health care 
waste as initiated under a CARDS health care waste management project.  

Name of the Project  Project Description/Objective
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EC Serbia Social Policy TA NO 5 800 000 5 500 000 - 300 000 N/A N/A

EC Serbia Health TA NO 7 500 000 7 500 000 - - N/A N/A

EC Serbia Education TA NO 40,00,000 2 000 000 - 2 000 000 N/A N/A

EC Serbia Education TA NO 7 500 000 4 500 000 - 3 000 000 N/A N/A

EC Serbia Health TA NO 6 000 000 6 000 000 - - N/A N/A
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105             

IPA 

02/2009

Supporting access to 
rights, employment and 
livelihood enhancement 

of refugees and internally 
displaced persons (IDPs) 

in Serbia                      

The overall objective is to contribute to resolving the problems of refugees and IDPs 
in the Republic of Serbia through the provision of adequate support. The project 
purpose is to promote livelihood enhancement of the most vulnerable IDP and 
refugee families through facilitated access to essential rights. 

106            

IPA 

05/2009

Implementation of the 

national screening 

programme for 

colorectal, cervical and 

breast cancer                         

The overall objective is to contribute to the improvement of the health and wellbeing 
of the population of Serbia by strengthening preventive health care services. The 
project purpose is to improve the health of the population in Serbia through the 
implementation of organised screening programmes for breast cancer, cervical 
cancer and colorectal cancer. 

107              

IPA 

06/2009

Improvement of 

preschool education in 

Serbia (IMPRES project)     

The overall objective is to contribute to social inclusion and poverty reduction 
by improving preschool provision and broadening access for children, especially 
from disadvantaged groups. The project purpose is to strengthen the conditions 
of preschool education for children, especially those from vulnerable groups, 
through improvements in the quality of preschool programmes and expansion of 
the capacities of preschool institutions. 

108              

IPA 

08/2010

Higher education 

teaching infrastructure 

programme        

The overall objective is to support the development of a knowledge-based economy 
in Serbia that responds to future labour market demands in line with the Lisbon 
Strategy. The project purpose is to improve the quality of education and training in 
Serbian higher education institutions which is demanded by the new knowledge-
based society, modern learning processes, standards of industrial research and 
emerging labour market needs. 

109               

IPA 

10/2010

Development of palliative 

care services in the 

Republic of Serbia                      

The overall objective is to contribute to improving the quality of health services in 
the health care system of the Republic of Serbia by the development of palliative 
care. The project purpose is to introduce and develop palliative care in the health 
care system in Serbia to improve the quality of life for terminally ill patients and 
their families.

110             

IPA 

09/2011

Support for the 

implementation of 

strategies for IDPs, 

refugees and returnees  

The project aim is to contribute to sound implementation of strategies for refugees, 
IDPs and returnees according to readmission agreements. It has two main 
components: Component 1 - Supporting the integration of refugees, improvement 
of living conditions of IDPs and reintegration of returnees under the readmission 
agreements; Component 2 - Facilitating the realisation of the rights of refugees, 
IDPs and returnees under the readmission agreements through legal assistance. 
Since a significant number of returnees and IDPs are Roma, this project would also 
benefit this particularly vulnerable group as well as other vulnerable groups (single 
mothers, elderly, sick persons etc.).

111          

IPA 

20/2011

Support human capital 

development and 

research                                 

The overall objective is to contribute to improving the qualities of human capital 
based on strengthening the ‘knowledge triangle’: education – research – innovation, 
as well as to enhance the effectiveness of the educational system and to assist in 
the implementation of the strategy of scientific and technological development of 
Serbia, thus contributing to increased innovation in line with EU standards as well 
as achieving a better overall level of knowledge in the society. The project purpose 
is to improve primary and general secondary educational reform and the teacher 
training  system as a way of contributing to economic and social development.

Name of the Project  Project Description/Objective
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EC Serbia Social 
Infrastructure Investment NO 13 541 000 12 650 000 - 891 000 N/A N/A

EC Serbia Health TA NO 6 600 000 6 600 000 - - N/A N/A

EC Serbia Education TA NO 5 000 000 3 750 000 - 1 250 000 N/A N/A

EC Serbia Education TA NO 25 000 000 25 000 000 - - N/A N/A

EC Serbia Health TA NO 4 100 000 3 500 000 - 600 000 N/A N/A

EC Serbia Social Policy TA NO 7 720 000 7 000 000 - 720 000 N/A N/A

EC Serbia Education TA NO 18 100 000 16 900 000 - 1 200 000 N/A N/A
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112              

IPA 

Regional 

2007

Regional Programme 
for Social Security 

Coordination  
and Social Protection 

Reforms in South-East 
Europe

The overall objective is to enhance the coordination of the social security systems 
and to facilitate the institutional, legislative and administrative reforms in the field 
of social policy. 

113                

IPA 

Regional 

2008

Social Inclusion: regional 

support to marginalised 

communities

This project aims to contribute to the increased legal and social inclusion of the 
marginalised communities and facilitate their full enjoyment of citizenship rights in 
the Western Balkans.  The project purpose is to: (i) reduce the number of persons 
at risk of statelessness, which particularly affects the marginalised population 
especially those displaced during the conflicts in the region, (ii) facilitate access 
to free legal aid for the provision of personal documents as an essential condition 
for marginalised groups to obtain and enjoy their basic citizenship rights, and (iii) 
increase awareness of marginalised groups and other relevant stakeholders of 
the need for civil registration and documentation as well as the need to remove 
unnecessary legal aid administrative obstacles associated with registration. 

114               

IPA 

Regional 

2008

Regional Programme for 

Refugee Return in the  

Western Balkans 

The overall objective is to foster and enhance durable, sustainable solutions, 
namely voluntary repatriation and reintegration, including local integration, for the 
remaining displaced persons in BiH, Croatia, Montenegro, Serbia and Kosovo (under 
UNSCR 1244). The project purpose is to: (i) work on and enhance voluntary return 
movements (including transport of belongings for vulnerable returning families) 
from Serbia, Republic of Montenegro and BiH and subsequent reintegration in 
the regions and countries of origin, in particular Croatia; (ii) ensure access to 
property/housing rights/assistance in Croatia: provide legal advice to refugees 
on housing matters such as repossession, housing reconstruction and housing 
care programmes for ex-Occupancy and Tenancy Rights holders by ensuring that 
appropriate policies are formulated and implemented and agreed commitments 
fulfilled; (iii) achieve non-discriminatory access to rights, including acquired rights 
such as pensions; (iv) provide further technical assistance to the task forces of 
the respective countries on the completion of their national roads and monitor and 
report on their implementation; (v) provide legal assistance to refugees/returnees/
internally displaced persons (including coverage of legal fees, counselling and court 
representation); (vi) produce impartial quality information for internally displaced 
persons from Kosovo on return-related issues and about their places of origin; and 
(vii) facilitate local integration of refugees in Serbia through inputs to economic 
self-reliance.

115               

IPA 

Regional 

2008

Erasmus Mundus – 

External Cooperation 

Window

The overall objective of the Erasmus Mundus External Cooperation Window 
(EMECW) is to achieve better understanding and mutual enrichment between 
the European Union and non-EU Members through the exchange of persons, 
knowledge and skills at higher education level. The purpose of this External 
Cooperation Window is to enable the exchange of academic staff and students at 
all levels, thereby enhancing their knowledge and skills.

Name of the Project  Project Description/Objective
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EC Western 
Balkans Social Policy TA NO 2 222 000 2 000 000 -

222,000 -                
Private 

contributions
N/A N/A

EC Western 
Balkans Social Policy TA NO 1 250 000 1 000 000 -

250,000 -              
Private 

contributions 
N/A N/A

EC Western 
Balkans Social Policy TA NO 1 000 000 1 000 000 - - N/A N/A

EC Western 
Balkans Education TA NO 8 500 000 8 500 000 - - N/A N/A
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116            

IPA 

Regional 

2008

Erasmus Mundus – 

Western Balkan-Turkey 

Window 

The overall objective is to enhance the quality of European higher education by 
fostering cooperation with non-EU members in order to improve the development of 
human resources and to promote dialogue and understanding between people and 
cultures. The project purpose is the provision of approximately 140 scholarships 
to students from the Western Balkans and Turkey. By supporting the mobility of 
students from the candidate and potential candidate countries, Erasmus Mundus 
intends to prepare its European participants for life in a global, knowledge-based 
society.

117            

IPA 

Regional 

2008

Youth in Action 

Programme 

The overall objective is to strengthen democracy and civil society in the Western 
Balkans by facilitating the integration and active participation of young people in 
society, and by developing youth organisations and the voluntary sector. The project 
purpose is to develop young people’s solidarity, particularly in order to reinforce 
social cohesion in the EU and to promote the sector of non-formal education and 
youth in the region by: (i) supporting projects with the partner beneficiaries, in 
particular exchanges of young people and those active in youth work and youth 
organisations, and  (ii) supporting initiatives that reinforce young people’s mutual 
understanding, sense of solidarity and tolerance, as well as the development of 
cooperation in the field of youth and civil society in these beneficiaries.

118              

IPA 

Regional 

2008

Tempus IV

The overall objective is to contribute to cooperation in the field of higher education 
involving the European Union and beneficiaries in the surrounding area. In 
particular, the Tempus Programme will help promote voluntary convergence with 
EU developments in the field of higher education deriving from the Lisbon agenda 
and the Bologna process, match the education system with labour market needs, 
and foster the development of human resources. 

119              

IPA 

Regional 

01/2009

Regional programme 

for refugee return and 

provision of durable 

solutions for refugees 

and IDPs in the Western 

Balkans

The overall objective is to foster and enhance durable and sustainable solutions, 
namely voluntary repatriation and reintegration including local integration for the 
remaining persons in displacement in BiH, Croatia, Montenegro, Serbia as well as 
Kosovo under UNSCR 1244/99. The project purpose is (i) to enhance voluntary 
returns from Croatia, Serbia, Montenegro and BiH and the subsequent reintegration 
in the regions and countries of origin; (ii) to ensure access to property/housing rights/
assistance in Croatia; (iii) to achieve non-discriminatory access to rights, including 
acquired rights such as pensions; (iv) to produce impartial quality information for 
internally displaced persons from Kosovo under UNSCR 1244/99 on return-related 
issues and about their places of origin; (v) to facilitate local integration of refugees 
in Serbia through inputs to economic self-reliance; and (vi) to maintain up-to-date 
statistics on the remaining number of refugees and displaced people.

Name of the Project  Project Description/Objective
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EC Western 
Balkans Education TA NO 5 500 000 5 500 000 - - N/A N/A

EC Western 
Balkans

Social Policy 
(Education) TA NO 1 875 000 1 500 000 -

375,000 -               
Private 

contributions
N/A N/A

EC Western 
Balkans Education TA NO 20 685 000 19 700 000 -

985,000 -               
Private 

contributions
N/A N/A

EC Western 
Balkans Social Policy TA NO 3 125 000 2 500 000 -

625,000 -              
Private 

contributions
N/A N/A
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120             

IPA 

Regional 

01/2009

Regional Programme for 

refugee return and 

    provision of durable 

solutions for refugees 

and  

    IDPs in the Western 

Balkans

The overall objective is to foster and enhance durable and sustainable solutions, 
namely voluntary repatriation and reintegration including local integration for the 
remaining persons in displacement in BiH, Croatia, Montenegro, Serbia as well as 
Kosovo under UNSCR 1244/99. The project purpose is (i) to enhance voluntary 
return movements from Croatia, Serbia, Montenegro and BiH and the subsequent 
reintegration in the regions and countries of origin; (ii) to ensure access to property/
housing rights/assistance in Croatia; (iii) to achieve non-discriminatory access to 
rights, including acquired rights such as pensions; (iv) to produce impartial quality 
information  for internally displaced persons from Kosovo under UNSCR 1244/99 on 
return-related issues and about their places of origin; (v) to facilitate local integration 
of refugees in Serbia through inputs to economic self-reliance; and (vi) to maintain 
up-to-date statistics on the remaining number of refugees and displaced people.

121                

IPA 

Regional 

05/2009

Tempus IV 

The overall objective is to contribute to social and economic development (applying 
equal opportunities aspects) and the strengthening of civil society. The project 
purpose is to facilitate the reform of higher education institutions by upgrading the 
quality and management of academic institutions, in line with changing political, 
social and economic needs and through benchmarking with EU member states. 

122               

IPA 

Regional 

08/2009

Youth in Action 

Programme – Western 

Balkans Window

The overall objective is to strengthen democracy, civil society and social inclusion in 
the Western Balkans by facilitating the integration and active participation of young 
people in society through the development of youth organisations and the voluntary 
sector. The project purpose is to promote the non-formal education and youth sector 
in the region by: (i) supporting projects with the partner beneficiaries, in particular 
exchanges of young people and those active in youth work and youth organisations; 
(ii) supporting initiatives that reinforce young  people’s mutual understanding, sense 
of solidarity and tolerance, as well as the development of cooperation in the field of 
youth and civil society in the Western Balkans. 

123                 

IPA 

Regional 

2010

Tempus IV

The overall objective is to contribute to social and economic development (applying 
aspects promoting equal opportunities) and the strengthening of civil society. 
The project purpose is to facilitate the reform of higher education institutions 
by upgrading the quality and management of academic institutions, in line with 
changing political, social and economic needs and through voluntary convergence 
with higher education reform developments in the EU member states. 

124             

IPA 

Regional 

04/2010

Regional Initiative for 

Roma Integration 

The overall objective is to contribute to the integration of minority groups in the 
Western Balkans in accordance with the beneficiaries’ commitments in the 
perspective of EU accession. The project purpose is to improve the quality of life 
and access to rights of the Roma, Ashkali and Egyptian (RAE) communities in the 
Western Balkans.  

Name of the Project  Project Description/Objective



103

EC Western 
Balkans Social Policy TA NO 1 250 000 1 000 000 -

250,000 
-      Private 

contributions
N/A N/A

EC Western 
Balkans Education TA NO 17 277 775 15 550 000 -

1,727,775 -            
Private 

contributions
N/A N/A

EC Western 
Balkans

Social Policy 
(Education) TA NO 1 875 000 1 500 000 -

375,000 
-       Private 
contributions

N/A N/A

EC Western 
Balkans Education TA NO 15 333 331 13 800 000 -

1,533,331 -                      
Private 

contributions
N/A N/A

EC Western 
Balkans Social Policy TA NO 3 333 333 3 000 000 -

333,333 -              
Private 

contributions
N/A N/A
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125                 

IPA 

Regional 

12/2010

Youth in Action 

Programme – Western 

Balkans Window 

The overall objective is to strengthen democracy, civil society and social inclusion in the 
Western Balkans by  facilitating the integration and active participation of young people 
in society through the development of youth organisations and the voluntary sector.  
The project purpose is to promote the non-formal education and youth sector in 
the region by: (i) supporting projects with the partner beneficiaries, in particular 
exchanges of young people and those active in youth work and youth organisations, 
and (ii) supporting initiatives that reinforce young  people’s mutual understanding, 
sense of solidarity and tolerance, as well as the development of cooperation in the 
field of youth and civil society in the Western Balkans.

126               

IPA 

Regional 

2011

Tempus IV

The overall objective of the programme is to contribute to the modernisation of higher 
education in the Western Balkans and to  promote the voluntary convergence with 
EU developments in higher education such as the Bologna process. The project 
purpose is to contribute to improved quality, relevance, capacity and governance of 
higher education in the Western Balkans, in line with changing political, social and 
economic needs. The project has three components: Component 1 - Joint Projects, 
Component 2 - Structural Projects and Component 3 - Accompanying Measures.

127                

IPA 

Regional 

11/2011

Erasmus Mundus Action 

1: Western Balkans -  

Turkey Windows

The overall objective is to achieve better understanding and mutual enrichment 
between the EU and the candidate countries and potential candidates in the field of 
higher education by promoting the mobility of students and doctoral candidates at 
higher education level. The project purpose is to enable highly qualified graduates 
and doctoral candidates from the Western Balkans and Turkey to engage in 
postgraduate study at European universities and to obtain qualifications and/or 
experience in the EU and EFTA-EEA states.

128              

IPA 

Regional 

12/2011

Erasmus Mundus Action 

2: Partnerships Lot 

The overall objective is to contribute to the development of human resources and 
the international cooperation capacity of higher education institutions in the Western 
Balkans. The project purpose is to enable the exchange of staff and students at all 
levels thereby enhancing their knowledge and skills. 

129                

IPA 

Regional 

13/2011

Youth in Action 

Programme – Western 

Balkans Window

The overall objective is to strengthen democracy, civil society and social inclusion 
in the Western Balkans by facilitating the integration and active participation of 
young people in society through the development of youth organisations and the 
voluntary sector. The project purpose is to promote the non-formal education and 
youth sector in the region by: (i) supporting projects with the partner beneficiaries, 
in particular exchanges of young people and those active in youth work and youth 
organisations and (ii) supporting initiatives that reinforce young  people’s mutual 
understanding, sense of solidarity and tolerance, as well as the development of 
cooperation in the field of youth and civil society in the Western Balkans.

130
Social service 

development

The additional financing includes: (i) development of the IT system for the SII 
archive as well as the main SII system (including its regional offices); (ii) support 
for the development of the pension system strategy, its legal framework and 
capacity building for main institutions involved; (iii) rehabilitation of a limited number 
of the SII offices; and (iv) public opinion surveys and educational campaigns. 

Name of the Project  Project Description/Objective
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EC Western 
Balkans

Social Policy 
(Education) TA (Grants) NO 1 875 000 1 500 000 -

375,000 -            
Private 

contributions
N/A N/A

EC Western 
Balkans Education TA NO 16 999 998 15 300 000 -

1,699,998 -                         
Private 

contributions
N/A N/A

EC Western 
Balkans Education TA NO 8 000 000 8 000 000 - - N/A N/A

EC Western 
Balkans Education TA NO 12 000 000 12 000 000 - - N/A N/A

EC
Western 
Balkans                          

*8 
Social Policy TA (Grants) NO 1 875 000 1 500 000 -

375,000 -             
Private 

contributions
N/A N/A

WB Albania Social Policy TA YES 15,405,947                                  
(20 mil USD)*9 

1,925,743           
(DFID 2.5 mil 

USD)

11,554,461                          
(IDA loan 15 

mil USD)

1,925,743     
(Government 
2.5 mil USD)

N/A N/A
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131
Health system 

modernisation

The overall objectives are to: (i) improve physical and financial access to, and the 
actual use of, high quality primary health care services, with an emphasis on those 
in poor and under-serviced areas; (ii) diminish the unnecessary use of secondary 
and tertiary care facilities; (iii) increase the effectiveness of the Ministry of Health 
and Health Insurance Institute (HII) in formulating and implementing reforms; and 
(iv) improve governance and management in the hospitals. 

132
Education Excellence 

and Equity Project

The project development objectives are improved quality of learning conditions for 
all students and increased enrolment in general secondary education, especially for 
the poor. The intermediate goals are to ensure that leadership, management and 
governance of the education system are improved, that new methods of teaching 
and a wider variety of learning aids are used by teachers in schools, that the quality 
of school infrastructure and the efficiency of its use are improved, and that the initial 
steps of higher education reform are taken. 

133 Social safety nets 

The project purpose is providing support in the following areas: enhancing safety 
net design; strengthening the administration and overseeing of benefits; income 
support and job creation; monitoring, evaluation and project management.  

134
Public expenditure crisis 

DPL

The main goals are: (i) increasing social assistance to the poor, while reducing the 
fiscal deficit and creating fiscal space for poverty-reducing growth; (ii) improving the 
structure and efficiency of public expenditures; and (iii) reducing social contribution 
rates and pressures on private sector wages from faster wage growth in the public 
sector, thereby enhancing private sector competitiveness. 

135
Health sector 

enhancement

The project purpose is to enhance health system efficiency by: (i) expanding and 
enhancing the family medicine model of primary health care, (ii) building management 
capacity in the sector, and (iii) strengthening the policy making process through the 
development and (iv) implementation of a system for monitoring and evaluating 
sector performance and addressing inefficiencies of the sector. 

136

Development of the 

emergency medical 

services and investment 

planning project

The project purpose is the development of emergency medical services 
and institutional support to MoHSW for EU-Oriented Strategic Planning.  

137
Justice sector support 

project

The purposes of the projects are: (i) improving the efficiency of the court 
system (22.58 mil USD); (ii) improving the efficiency of the State Attorney 
Office (11.25 mil USD); (iii) strengthening MOJ management functions (2.45 
mil USD); and (iv) project governance and implementation (1.8 mil USD). 

138

Fiscal, social and 

financial sector 

development policy loan 

(DPL)

The project development objective is to support the authorities’ efforts in addressing 
the adverse impact of the global crisis through: (i) strengthened public finance, (ii) 
strengthened social sector resilience and targeting, and (iii) enhanced efficiency 
and stability of the financial sector. 

Name of the Project  Project Description/Objective
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WB Albania Health TA YES 14,712,697                              
(19.1 mil USD) -

11,862,579              
(IDA loan 
15.4 mil 
USD)

2,850,118     
(Government 

2.1 mil 
USD and 

Government 
of Japan 1.6 

mil USD)

N/A N/A

WB Albania Education Investment                    
TA *10 YES 57,772,300           

(75 mil USD) -

34,663,380                                    
(IDA loan 

15 mil USD; 
CEB 15 mil 

USD and EIB 
15 mil USD)

23,108,920   
(Government 
30 mil USD) 

N/A N/A

WB BiH Social Policy TA NO 16,946,541                                            
(22 mil USD) -

11,554,460              
(IDA loan 15 

mil USD)

5,392,081         
(Government 
7 mil USD)

N/A N/A

WB BiH Social Policy TA NO 84 027 000 - 84 027 000 - N/A N/A

WB BiH Health Investment          
TA*11 YES

46,864,890      
(60,840,000 

mil USD)
-

39,285,164        
(IDA loan 27 
mil USD and 
CEB loan 24 

mil USD)

7,579,726        
(9,840,000 mil 

USD)
N/A N/A

WB Croatia Health TA NO
102,295,486         

(132.8 mil 
USD)

-

21,799,415                            
(IBRD loan 

28.3 mil 
USD)

80,496,071   
(Government 

104.5 mil 
USD)

N/A N/A

WB Croatia Judicial 
Infrastructure

Investment 59.3%               
TA 40.7% NO 29 079 080 - 27 079 800 1 999 280 N/A N/A

WB Croatia Social Policy TA NO 204 460 750 - 204 460 750 - N/A N/A

Co
-fi

na
nc

ed

IF
I

Co
un

try

Su
bs

ec
to

r

In
ve

st
m

en
t/T

A

Va
lu

e 
of

 th
e 

Pr
oj

ec
t E

UR

IP
A 

G
ra

nt
s

Lo
an

s

O
w

n 
Re

so
ur

ce
s/

 

Do
no

rs

CE
B 

ST
A*

1 
su

bs
id

ie
s/

G
ra

nt
s 

fro
m

 C
EB

 

Tr
us

t A
cc

ou
nt

s

O
w

n 
Re

ve
nu

e



108

139
Institutional development 

for education project

The overall objective of the project is to support four key elements of the 
government’s pre-university and higher education strategies as follows: (i) 
strengthening the organisation and financing of the education system in Kosovo; 
(ii) building institutions and management capacity to promote quality improvements; 
(iii) creating conditions to introduce efficient and appropriate designs and reduce 
multiple shifts in Kosovo’s schools; and (iv) strengthening the management capacity 
at system and institutional levels for higher education.

140
Sustainable employment 

(budget support - DPP)

The project development objective is to support the Government of Kosovo in (i) 
maintaining a stable macroeconomic framework while increasing the transparency, 
accountability, and management of public expenditures and (ii) laying the institutional 
and legislative foundations that are necessary for sustainable employment and 
growth.

141

Technical assistance 

in higher education 

(P122452)

The overall objectives of the FYRoM higher education TA are: (i) to assist MoES in 
making informed policy choices with regard to financing of higher education; (ii) to 
advise MoES in the further organisation of internal and external quality assurance in 
Macedonia while providing targeted support for quality enhancement and strategic 
development at the institutional level; (iii) to support follow-up evaluation(s) of HEIs 
and, to the extent feasible, initiate system-wide institutional evaluations of HEIs; (iv) 
to continue the dialogue with MoES on a regional ranking of the HEIs and provide 
related support; and (v) to support MoES in the regional dialogue on HE issues with 
other SEE education ministries. 

142
Conditional cash 

transfers project

The project purpose is enhancing the human capital links to cash assistance, 
strengthening safety net administration and project management, monitoring and 
impact evaluation. 

143

Higher Education and 

Research for Innovation 

and Competitiveness 

(HERIC) - approved 

24/1/2012

The objective of the HERIC project is to strengthen the quality and relevance 
of higher education and research in Montenegro through reforming the higher 
education finance and quality assurance systems and by strengthening research 
and development capabilities. There are four components to the project: Component 
1 -  being higher education finance reforms, Component 2-  implementation of 
quality assurance norms. Component 3 -  is the establishing a competitive 
research environment. Component 4 - is the project management and monitoring 
and evaluation. This component was designed to build capacity within Ministry of 
Education and Sports of Montenegro (MoES) and Ministry of Science of Montenegro 
(MoS) to manage the day-today implementation of the HERIC Project, as well as to 
monitor and evaluate its impact.

144
Health system 

improvement

The objective of this project is support for health reform, phased implementation of 
the primary health care development and project management through financing 
technical assistance, training, communications support and equipment to further 
build the technical and institutional capacity of the key health sector institutions. 

Name of the Project  Project Description/Objective
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WB Kosovo Education TA NO 7,702,973                                    
(10 mil USD)

7,702,973             
(IDA grant 10 

mil USD)
- - N/A N/A

WB Kosovo Social Policy TA YES 23,802,188                                  
(30.9 mil USD)

10,399,014              
(IDA grant 

13.5 mil USD)

4,852,873               
(IDA loan 6.3 

mil USD)

8,550,301                     
(10 

international 
donors 11.1 

mil USD)

N/A N/A

WB FYRoM Education TA NO 79,340            
103,000 USD -

79,340            
103,000 

USD
- N/A N/A

WB FYRoM Social Policy TA NO 20,258,820                                  
(26.3 mil USD) -

19,257,433          
(IBRD loan 
25 mil USD)

1,001,387 
(Government 
1.3 mil USD)

N/A N/A

WB Montenegro Education TA NO
12,309,351   
(15,980,000 

mil USD)
-

12,309,351    
(IBRD loan 
15,980,000 

USD)

- N/A N/A

WB Montenegro Health TA NO 15,791,095                              
(20.5 mil USD) -

10,938,222           
(IDA loan 7 

mil USD and 
IBRD loan 

7.2 mil USD)

4,852,873    
(Government 
5.8 mil USD 
and 0.6 mil 

USD)

N/A N/A

Co
-fi

na
nc

ed

IF
I

Co
un

try

Su
bs

ec
to

r

In
ve

st
m

en
t/T

A

Va
lu

e 
of

 th
e 

Pr
oj

ec
t E

UR

IP
A 

G
ra

nt
s

Lo
an

s

O
w

n 
Re

so
ur

ce
s/

 

Do
no

rs

CE
B 

ST
A*

1 
su

bs
id

ie
s/

G
ra

nt
s 

fro
m

 C
EB

 

Tr
us

t A
cc

ou
nt

s

O
w

n 
Re

ve
nu

e



110

145 Serbia health sector

Financing activities started under the Serbia Health Project (SHP) to reform hospital 
payment methods and improve quality of health care services by providing (i) 
management information technologies for hospitals and the Health Insurance Fund 
(HIF); (ii) technical assistance to hospitals, the HIF, and the Ministry of Health; 
and (iii) technical assistance to support monitoring and evaluation of the payment 
reform within hospitals and the HIF and on a sector level, in order to evaluate and 
adjust the impact of the payment change and to prevent adverse effects and cost 
escalations.

146

Second Public 

Expenditure 

Development Policy Loan 

Programme - PEDPL2 

(P120399)

The objective of PEDPL2 is to help reduce the size of Serbia’s large public 
sector by supporting reforms that will help improve the efficiency of public 
spending. The PEDPL2 programme is central to the bank’s engagement in 
Serbia as described in the Country Partnership Strategy (CPS) and the CPS 
Progress Report (CPSPR). The amount for the PEDPL2 is USD 100 million. 
PEDPL2 focuses on expenditure rationalisation measures, targeting the public 
sector wage bill and the pension bill. After PEDPL2, the PEDPL3 will focus on 
expenditure rationalisation in social sectors, including rationalisation of the school 
network and payment reform in health areas where potential fiscal savings 
are the largest. PEDPL1 focused on overarching public expenditure reforms. 
  

147

Development of 

a concept for the 

monitoring and 

evaluation of inclusive 

practice in Serbian 

education system (WBIF 

Round 6)

Type of grant: technical and management assistance.

*1 Selective Trust Account (STA)  

*2 Norway Trust Account (NTA)  

*3 Spanish Social Cohesion Account (SCA)  

*4 Project to be approved in November  

*5 1st phase complemented by F/P 1732  

*6 All EIB Projects have March 2012 status  

*7 Financier EC - Please note that not all EC projects are current/active  

*8 Approval date  

*9 European Central Bank Converter, 16/2/2012  

*10 Exact amount not determined   

*11 Exact amount not determined  

Name of the Project  Project Description/Objective
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WB Serbia Health TA NO 10,399,014                                 
(13.5 mil USD) -

10,399,014            
(IBRD loan 

13.5 mil 
USD)

- N/A N/A

WB Serbia Social Policy/
Pension TA NO

77,029,733           
(IBRD loan 

100 mil USD)
-

77,029,733           
(IBRD loan 

100 mil USD)
- N/A N/A

WB Serbia Education TA NO 600,000                 
(estimate)

350,000               
(WBIF grant 
approved)

- - N/A N/A
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Annex 2: 
Project 1: Clinical Centres / B – European Investment Bank

The project, which aims to substantially impro-
ve the provision of tertiary health care services 
to the vast majority of the population of Serbia, 
includes the design, construction, equipping 
and implementation of new buildings, and ma-
jor refurbishment of existing buildings, at four 
clinical centres located in Belgrade, Nis, Novi 
Sad and Kragujevac in the Republic of Serbia. 
It also includes a number of smaller suppor-
ting investments at the four sites.

The project is comprised of the following com-
ponents:

1. Clinical Centre Belgrade – the comple-
tion of the approximately 96,000 m2 
‘tower and podium’ building in three 
parts (SE podium, NW podium and 
tower) and the rehabilitation of six ‘in-
ner circle’ buildings. The total number 
of beds will be 2,525;

2. Clinical Centre Kragujevac – the 
construction of a new 8,000 m2 building 
and the refurbishment of a number of 
existing buildings. The total number of 
beds in the clinical centre will be 1,150;

3. Clinical Centre Nis – the completion of 
a 12,000 m2 partially occupied building, 
construction of a new 15,000 m2 buil-
ding and the refurbishment of a number 
of existing buildings. The total number 
of beds will be 1,225;

4. Clinical Centre Novi Sad – the com-
pletion of a 30,764 m2 building on four 
floors and the refurbishment of a num-
ber of existing buildings. The total num-
ber of beds will be 1,140;

5. Thermoenergetic Project Belgrade – re-
placement of the existing fuel or oil-fired 
boilers on the Belgrade site with a gas-
fired combined heat and power plant to 

generate electricity and low-grade heat 
to the Belgrade Clinical Centre and as-
sociated buildings;

6. Waste Management project – a natio-
nal scheme to bring the process of hos-
pital waste management in line with EU 
directives involving incinerators on the 
sites of the four clinical centres, plus a 
number of mobile incinerators to serve 
the other hospitals in Serbia;

7. Blood Transfusion project – the desi-
gn, construction and commissioning of 
blood donor centres at each of the four 
clinical centres;

8. Purchase of equipment for the four clini-
cal centres – a number of items of medi-
cal equipment required for the existing 
clinical centres will be transferred to the 
new centres on completion; and 

9. Technical Assistance projects – a num-
ber of European Agency for Recons-
truction (EAR) funded projects suppor-
ting general improvement in health care 
provision in Serbia.

Basic design and feasibility studies began in 
2003. Design and supervision contracts were 
signed on 26/09/08. Physical completion of all 
new and refurbished buildings is planned for 
December 2012.

The total cost of the project, as estimated by the 
EIB, is €430 million to be financed as follows: 

g Government of the Republic of Serbia – 
€165.8 million;

g EU Commission Funds/CARDS Program-
me – €38.6 million;

g WB – €15.6 million;
g Bilateral donors – €10 million; and
g Credit from the EIB – €200 million.



113

Clinical Centers / B – European Investment Bank

Project 2:  Enhancing health infrastructure in BiH – Council of Europe  
  Development Bank

The CEB finances various types of 
projects concerning health and health-
related infrastructures, such as public or 
private hospitals and the medical service 
infrastructure. Vulnerable populations are 
given particular attention through home help 
programmes, the construction or rehabilitation 
of nursing homes for the elderly and welfare 
centres, and the alteration of premises in order 
to facilitate access – both inside and outside. 
In addition, the CEB can finance programmes 
involving the training of specialised staff in the 
social and health sectors.

Since 1990, CEB lending has amounted to 
more than €1 billion in the health sector, with 
projects located in every target country, with 
the exception of Georgia and Montenegro. 
Turkey has received almost a third of the total 
amount. In absolute terms, CEB lending to 
the health sector has increased over the past 
20 years and its relative share has remained 
quite stable over the period, with roughly 
7% of the total approved. The CEB has 
implemented a significant number of health 
projects in conjunction with central government 
authorities (75%) and, to a lesser extent, with 
local authorities and the local banking sector.

CEB Source

(excl. Turkey, Cyprus, Malta) M€ % M€ % M€ % M€ %

Strengthening social integration 90 21 1,753 64 3,803 61 516 75
Aid to refugees, migrants and displaced persons 56 12 108 4 25 <1 0 0
Housing for low-income persons 15 4 713 26 261 4 67 10
Improvement of living conditions in urban and rural areas 4 1 188 7 1,211 19 199 29
Creation and preservation of viable jobs 15 4 744 27 2,306 37 250 36
Managing the environment 255 54 579 21 1,708 27 55 8
Natural or ecological disasters 207 49 341 12 492 8 0 0
Protection of the environment 16 4 191 7 1,05 17 50 7
Historic and cultural heritage 2 <1 47 2 166 2 5 1
Supporting public infrastructure with a social vocation 104 25 415 15 754 12 124 17
Health 30 7 150 5 328 5 33 5
Education and vocational training 74 18 265 10 386 6 35 5
Infrastructure of administrative and judicial pulic sevices - - - - 40 1 56 7
Total 419 100 2,747 100 6,265 100 695 100

Total projects approved in CEE 1995-1999 2000-2004 2005-2009 2010

Government of the Republic of Serbia  
39%

Credit from the Bank 
46%

Bilateral Donors 
2% World Bank 

4%

EU Commission Funds/
CARDS Programme  

9%
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As of end of 2010, the CEB financed, via its 
Selective Trust Account (STA), grants for a 
total amount of more than €8 million in favour 
of projects in target countries in the fields of aid 
to refugees, migrants and displaced persons, 
education and health. These were implemented 
by: United Nations High Commissioner for 
Refugees (UNHCR) in Albania, BiH, Georgia, 

Montenegro and Serbia; United Nations 
International Children’s Emergency Fund 
(UNICEF) in the Former Yugoslav Republic of 
Macedonia, Georgia and Moldova; and United 
Nations Development Programme (UNDP) 
in BiH, the Former Yugoslav Republic of 
Macedonia and Georgia. 

Bosnia and Herzegovina

Starting in 1996, in the wake of the 1995 
Dayton-Paris Accords, the CEB was one of 
the first international financial institutions to 
make loans and grants available to help BiH 
rebuild its economy and social infrastructure, 
which had been damaged by the conflict. In the 
following 15 years, the bank’s Administrative 
Council has approved a total of five loans 
and six grants for the benefit of refugees and 
migrants, social infrastructure, local authorities 
and small- and medium-sized enterprises 
throughout the country.

BiH’s efforts to advance its political system, 
economy and public services towards 
European standards have included its health 
sector, which is burdened by outdated or 
destroyed infrastructure, poor management, 
lack of suitable equipment and crowding of 
the secondary and tertiary care sectors by 
patients in need of primary care. In 2007, in 
cooperation with the WB, the CEB contributed 
a loan of €10 million to the first phase of the 
introduction of a large-scale family health 
care network throughout the country, notably 
through the refurbishing of the obsolete network 
of primary-care facilities, and investments in 
soft components such as training for doctors 
and health facility managers.

With the completion of this first phase 
expected by the end of the current year, 

at its meeting on 16 September 2011, the 
CEB’s Administrative Council approved a 
new loan, for an amount of €9.2 million, in 
support of Phase 2 of this project, which is 
aimed at the construction of more primary 
health care units, the procurement of modern 
medical equipment, and the expansion of 
soft components (to strengthen the policy-
making process through the development and 
implementation of a system for monitoring and 
evaluating sector performance) to cover 70% 
of the country. In addition to its loan funding, 
the CEB is to extend a €2 million grant from 
its Selective Trust Account, thereby reducing 
the financial burden of interest charges on 
the loan. As in Phase 1, the CEB’s continuing 
support for this landmark project will proceed 
in close cooperation with the WB.

As a result of Phase 1, the country expects 
to have 480 health care centres refurbished 
by the end of 2011. Whereas only around 
5% of BiH’s population had access to family 
medicine at the start of the project’s first phase, 
it is estimated that this percentage will grow to 
58% by the end of 2011, representing some 
2.2 million persons. Potential beneficiaries are 
expected to increase by another 550,000 as a 
result of Phase 2, which will involve delivery of 
some 180 additional refurbished centres.
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 Project 3: State Prison in BiH – Council of Europe Development Bank

Since 2008 the CEB has built up specific 
knowledge of penitentiary infrastructure and 
has gained significant experience in providing 
technical assistance for preparing projects for 
prison rehabilitation and construction. This 
includes expertise on working closely and 
effectively with external technical consultancy 
services funded through multilateral and 
bilateral donors and the CEB’s own funds. 
Experience to date shows that there are 
a number of key considerations regarding 
preparing sound projects in this sensitive 
sector. 

These include appropriate institutional 
arrangements for the timely and effective 
implementation of the projects, on the one 
hand, and compliance of the legal penal 
framework with both international human 
rights policy and practices, and European 
Prison Rules (EPR), on the other. The CEB 
pays particular attention to this issue. In this 
regard, the bank cooperates closely with 
the Council of Europe in the ambit of the 

European Committee for the Prevention of 
Torture and Inhuman or Degrading Treatment 
or Punishment. It is recognised that prison 
projects, and the CEB’s financing thereof, 
have an important impact on the sector, in 
both infrastructural and policy aspects.

Conditions in penitentiary centres, and in 
particular in the Western Balkans, are often 
in flagrant contrast to international standards. 
In addition, significant deficiencies exist in 
prison capacity, creating problems in terms of 
overcrowding, inadequate health/psychiatric 
capacities and lack of sufficient communal 
facilities and activities. It is therefore crucial 
to bring detention centres up to international 
standards, so that basic human rights are 
respected. Overall, CEB has built a loan 
portfolio of around €95 million (including €56 
million approved in 2010) for the financing of 
administrative and judicial public services in 
the region, namely in BiH, Croatia, the Former 
Yugoslav Republic of Macedonia and Serbia, 
for prison infrastructure. 

Bosnia and Herzegovina

BiH, like most transition countries, lacks 
facilities and prisoner programmes consistent 
with the EPR standard. As the lead institution 
responsible for the execution of criminal 
sanctions at State level, the BiH Ministry 
of Justice has urged the CEB’s support in 
establishing a maximum-security state prison. 
Understanding the importance of this project 
as an example in the region and the positive 

implications for the building up of the Justice 
sector at national level, the EU, the CoE and 
donors concerted their efforts around the 
CEB-led project to help BiH with this very 
challenging objective.  

The CEB approved its first prison construction 
project in BiH in 2009: 

Country Amount approved Year of approval Objective of the project

Bosnia and 
Herzegovina

€19.3 million 2009 Construction of the first high security state prison 
in Istocna Ilidza, in cooperation with the EU
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This project is one way of fleshing out Article 3 
of the Council of Europe (CoE) Statute: ‘Every 
member of the CoE must accept the principles 
of the rule of law and of the enjoyment by all 
persons within its jurisdiction of human rights 
and fundamental freedoms’. 

It is also a clear response to the 
recommendation made to the bank during 
the CoE Warsaw Summit (2005) regarding 
improvement of administrative and judicial 
infrastructures. Finally, this project reflects the 
concerted effort and adequate coordination 
of multiple stakeholders: donors, beneficiary 
countries, regional authorities and financial 
institutions, working together to achieve 
a common objective. The project should 
significantly improve the organisation and 
functioning of BiH’s administrative and public 
services by expanding its prisoner care 
capacity, and by implementing the higher EPR 
standard in prison construction and prisoner 
care in a transition country for the first time, 
with a likely bellwether effect for a region that 
faces the same shortages and prisoner care 
problems. 

Moreover, it will reinforce the importance of 
the objective of having public judicial services 
properly equipped to carry out their mandate 
in the crime segments, which is crucial for 
promoting reconciliation and stability in a post-
war region.

The project is also an example of coordination: 
three institutions, the EU, the CoE and the 
CEB, are contributing financial resources and/
or technical assistance to the beneficiary.
The project also shows how to combine 
different sources of financing within a single 
project. In this case contributions come from: 
IPA national programme funds, Western 
Balkans Investment Framework-IPF ‘in kind’ 
assistance, CEB STA funded interest subsidy, 

donor (USA and Sweden) funds and a CEB 
loan.

Project facts and figures

Infrastructure of administrative and judicial 
public services.

Partial financing of a high security state prison 
in Istocna Ilidza:
g Construction of a prison for 350 inmates, 

in order to increase the country’s prison 
capacity in quantitative and qualitative 
aspects, and reinforce the importance of 
the rule of law;

g Overall budget: €39.6 million;
g Loan from CEB (lead Finance Institution): 

€19.3 million approved on 19/11/2009;
g BiH budget: €6.45 million;
g Grants from EU (IPA), USA and Sweden: 

€12.1 million;
g WBIF / EC IPF technical assistance: €1.7 

million;
g Estimated completion date: 31/12/2012;
g Framework Loan Agreement: ratified by 

BiH Parliament on 22/09/2011; and
g Next step: first disbursement to take place 

in the course of 2012.

Partial financing of a high security state 
prison in Istocna Ilidza

Grants from EU (IPA), 
USA and Sweden 

31%

WBIF/EC IPF technical 
assitance 

4%

BiH budget 
16%

CEB (lead Finance Institution) 
49%



117

The original project development objective 
(PDO) is to improve overall results for non-
communicable diseases as measured by 
proxy indicators and: (i) enhance health 
system efficiency through restructuring 
and strengthening of primary health care 
along the family medicine model and (ii) to 
strengthen the policy-making process through 
the development and implementation of a 
system for monitoring and evaluating health 
sector performance. Revised PDOs are: (i) 
to expand and enhance the family medicine 
model of primary health care; (ii) to build 
management capacity in the sector; and (iii) to 
strengthen the policy-making process through 
the development and implementation of a 
system for monitoring and evaluating sector 
performance.

The expected outcomes of the project, specific 
to the support under the Additional Financing, 
are:

g Population registered with qualified family 
medicine (FM) teams increases from about 
58% to 70% of the national population;

g The number of teams in the RS meeting 
rigorous accreditation standards increases 
from 14% to 38%;

g At least two major cantons in the FBiH 
implement systematic and verified health 
prevention programmes through all of the 
FM teams in those cantons;

g The Centres for Health Management are 
established and become operational; and

g The RS Primary Health Care Strategy 
and the Federation Primary Health 
Care Strategy operational plans are 
updated based on evidence of the sector 
performance and include a consultative 
process with the stakeholders and between 
the entities.

Project description

FBiH:

g Primary health care restructuring through: 
(i) the provision of formal education for 
medical doctors and additional training of 
medical doctors and nurses; (ii) academic 
development of FM educators; (iii) 
reconstruction and provision of equipment 
for FM offices; (iv) conducting a pilot of 
performance-based contracts through the 
health insurance system with FM teams; 
(v) support to the Institute of Public Health 
to develop, monitor and verify compliance 
with preventive programme implementation 
of pilot FM teams; (vi) support for 
uniformity of information standards and 
development of the information system 
infrastructure for primary health care; and 
(vii) communication support;

g Improved health sector management 
capacity through strengthening the Health 
Management Center (HMC) for the 
provision of training to health professionals; 
and

g Support for health policy formulation 
and project management by facilitating 
the monitoring and evaluation of the 
health sector performance, facilitating 
policy dialogue, as well as the financing 
of innovation grants for the delivery of 
priority public health services, and project 
support.

The FBiH has established a department in the 
Ministry of Health responsible for monitoring 
and evaluation, and has established a 
database of system-wide indicators based on 
a process of consensus within the FBiH for 
monitoring the sector.  

 Project 4: Health System Enhancement Project – The World Bank
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RS:

g Primary health care restructuring through: 
(i) the provision of formal education of 
doctors and additional training of nurses; 
(ii) the construction, reconstruction and 
provision of equipment for FM offices; (iii) 
the development of clinical guidelines; (iv) 
the accreditation of FM teams; and (v) the 
evaluation of pilot referral system;

g Improved health sector management 
capacity through (i) training of current 
health managers; (ii) change management 
training of FM teams and health centre 
managers; (iii) academic development 
of trainers in health management; and 
(iv) support to the HMC in the Institute 
of Public Health focused on upgrading 

the management skills of existing health 
managers; and

g Support for health policy formulation and 
project management by facilitating the 
monitoring and evaluation of the health 
sector performance, facilitating policy 
dialogue, and project support.

The RS has completed the retraining 
programme of its existing doctors and both 
entities are focusing on the development of 
nurses as a vital component of the primary 
health care delivery system. 

In addition, in both entities the existing physical 
infrastructures are gradually being upgraded 
and equipped. All the original funds were 
disbursed and executed.

Health Sector Enhancement Project Additional Financing and Restructuring

Based on the project achievements, and to 
scale up some project activities to enhance the 
development impact of the project, a US$10 
million equivalent additional financing was 
approved on 22 March 2011. As well as the 
additional financing, the PDO were simplified 
and the results framework revised to adjust the 
key performance indicators towards outcomes 
that are measurable and more closely aligned 
with project activities. 
The updated objectives of the project are to 

(i) expand and enhance the family medicine 
model of primary health care; (ii) build 
management capacity in the sector; and (iii) 
strengthen the policy-making process through 
the development and implementation of a 
system for monitoring and evaluating sector 
performance.

The total cost of the Additional Financing (AF) 
of the project is US$25.28 million

Sources of Funding
Additional Financing 

US$
Original Financing

 US$
Total
US$

 RS FBiH Total RS FBiH Total RS FBiH Total

Borrower/ Recipient 2.370 1.303 3.673 3.259 4.631 7.889 5.629 5.934 11.563

Municipalities/ Cantons 1.610  - 1.610  - 0.775 0.775 1.610  - 2.385

IBRD  -  -  -  -  -  -  -  -  - 

IDA  -  -  -  -  -  -  -  -  - 

 - New 4.286 5.714 10.000 7.290 9.710 17.001 11.576 15.424 27.001

 - Recommitted  -  -  -  -  -  -  -  -  - 

Others (CEB) 4.000 6.000 10.000 5600 8400 14.000 9.600 14.400 24.000

Total 12.266 13.017 25.283 16.149 23.516 39.665 28.415 35.758 64.949
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The total cost of the project is US$64.94 million.
 

AF Financing Plan (US$ million)

g Borrower/Recipient US$3.67 million 
g Municipalities US$1.61 million 
g International Development Association 
  (IDA) US$10.00 million
g Foreign Multilateral Institutions 
 (CEB) US$10.00 million

Health Sector Enhancement Project/
Additional financing

  

Project 5: Montenegro Education Reform Project – The World Bank

The original PDO was to strengthen the 
capacity of the education system to make 
continuous improvements, especially in the 
quality of teaching and learning in schools and 
in the efficient use of budgetary resources
.
The main beneficiaries of the project were:
1) Ministry of Education and Science;
2) Bureau for Educational Services;
3) Textbooks and Teaching Aids Department;
4) Examination Centre; and
5) ‘Selected schools’.

Key Indicators (as approved)
The attainment of the PDO was to be measured 
by the following two outcome indicators:

g 1. In the reform schools, at least 70% 
of teachers are observed to be using 
the skills and knowledge learnt through 
training provided under the project; and

g 2. Elimination of education arrears 
and increase in non-salary recurrent 
expenditure from the State Budget to 20% 
of total government spending on primary 
and secondary education.

No changes were made to the PDO during 
implementation21.

Intermediate outcome indicator(s)

g 1. Textbooks for participating school 
available on time;

g 2. In reform schools, over 90% of students 
actively use textbooks in class;

g 3. Renovation of schools and delivery of 
equipment to all participating schools is 
completed before the start of each school 
year;

g 4. Education quality improvement is 
planned based on recommendations 
gathered through school quality assurance 
model, as well as on the basis of students’ 
achievements;

g 5. Each year, the MoES (Ministry of 
Education and Science) and BES (Bureau 
for Education Services) programme 
budgets are provided to the MoF on time 
having been prepared in accordance with 
instructions, following consultations with 
international agencies active in education 
sector; and

21. However, a slight adjustment to the first outcome indicator was proposed during a workshop on monitoring and 
evaluation on January 2007 to improve measuring project attribution.

Borrower 
14%

Municipalities  
6%

International 
Development 

Association (IDA) 
40%

Foreign  
Multilateral Institutions 

(CEB) 
40%
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g 6. Satisfactory progress is made in 
implementing the plan to address arrears.

The project had two components: (i) Reform 
Implementation and (ii) Education Planning 
and Finance.

Component 1: Reform Implementation (US$3.8 million equivalent of total estimated cost) 

This component provided assistance to eligible 
primary and general secondary schools 
included in the Education Reform Programme 
(the participating schools), through the 
provision of textbooks and other learning 

materials, professional development of staff, 
school equipment, minor renovations to school 
buildings, and monitoring and evaluation of 
reform activities.

Component 2: Education Planning and Finance  (US$ 1.2 million equivalent of total 
     estimated cost) 

This component supported strengthening the 
capacity of the MoES and the BES to prepare, 
execute, and monitor a programme budget; 
provided assistance to the MoES and the 
BES in the planning and implementation of 
the Education Reform Programme; provided 
assistance to the relevant agencies and entities 
of the Republic of Montenegro in the school 
network; supported optimisation of staffing 
levels to restructure the budget; and assisted 
in the determination and implementation of 
an effective plan for the decentralisation of 
education finance.

The project supported: 

g Teacher training reform and the 
development of a quality assurance 
methodology to observe its impact in the 
classroom;

g Capacity building at the newly established 
agencies, Examination Centre and Bureau 
for Education Services; and

g The most significant strength and possibly 
the most important and lasting legacy of 
the project has been the identification 
and development of a cadre of competent 
professionals in curriculum design, 
educational measurement, teacher 

development, and textbook quality 
enhancement.

The project’s objectives of strengthening 
the capacity of the education system, to 
make continuous improvements, especially 
in the quality of teaching and learning in 
schools, and in the efficient use of budgetary 
resources, were consistent with the country’s 
development priorities and the 2005–2007 
CAS and were also consistent with what the 
Government already had set up in the Book 
of Changes.

The project supported the reform and 
improvements on educational planning and 
financial efficiency in different ways: (i) assuring 
basic conditions in schools commencing reform 
(minor renovations, purchasing furniture, 
learning materials, and teaching aids); (ii) 
training of teachers and school principals; 
(iii) developing new textbooks and learning 
materials; (iv) developing the Continuous 
Professional Development (CPD) scheme; 
(v) improving examination techniques; (vi) 
capacity building for strategic reform planning 
and implementation; (vii) capacity building 
for preparation, execution and monitoring of 
the budget; (viii) developing the Education 
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Project 6: Social Entrepreneurship in the Western Balkans and the role  
  of the RCC

Mainstreaming the social development agenda 
into economic policy deliberations and reforms 
has been identified as a key regional priority of 
RCC for the period 2011–2013. In this context, 
RCC considers the promotion of social 
economy and social entrepreneurship as key 
ingredients and contributors to economic and 
social development for the region, through their 
ability to create tools and opportunities that 
provide creative solutions for tackling today’s 
overwhelming social problems in the region, 
including job creation and skills development, 
local economic growth, protection of the 
environment, and promotion of social inclusion 
and social cohesion. 

Simultaneously, RCC has also started a 
discussion on how countries from the region 
can work together towards establishing a 
long-term vision of development that will help 
align the Western Balkans with the EU agenda 
and specifically Europe 2020 Strategy. RCC 
has partnered with the Eco-Social Economy 
Network for SEE in organising in 2011 a regional 
workshop themed ‘Social Economy for SEE 
2020’, which aimed to take a first step towards 
bringing together relevant stakeholders in the 
region to explore opportunities for joint action 
in promoting the concept of social economy 
in SEE.

It is broadly recognised that social economy 
and social entrepreneurship are among 
the most effective tools for sustainable 
socioeconomic development, social innovation 
and coping with the economic crisis in the 
region. However, there is a need to better 

understand the current situation of social 
entrepreneurship development in this region. 

Furthermore, strengthened networking and 
exchange of experience can contribute to 
promote the social entrepreneurship concept, 
enable a stronger voice in support of a business 
environment where social enterprise can thrive, 
and build capacities of social entrepreneurs. 
Through its current and future activities, 
RCC will also advocate a stronger and more 
effective role for governments in promoting 
social economy development including but 
not limited to legal and regulatory framework, 
as well as concrete policies and incentives 
that can favour social entrepreneurship and 
innovation.  

As a platform for guiding, coordinating and 
sustaining regional cooperation, RCC will 
continue to support the further development of 
social entrepreneurship in the region, focusing 
on the above mentioned priorities.

Women Entrepreneurship – A Job Creation 
Engine for SEE

This project aims to boost women 
entrepreneurship in SEE through combined 
public and private sector efforts with a focus 
on promoting best policy practices in women 
entrepreneurship and capacity building of 
women entrepreneurs associations. The 
project will be implemented by the Gender Task 
Force, Regional Centre for Gender Equality 
and the SEE Centre for Entrepreneurial 
Learning, under the supervision of RCC. This 

Management Information System (EMIS); (ix) 
assisting the Government in determining an 
effective plan for decentralisation of education 

finance; and (x) supporting consultations on 
constraints and options with regard to the 
optimisation of the school network.
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three-year €2.2 million project is financed 
by the Swedish International Development 
Cooperation Agency. 

The main beneficiaries of the project will be 
relevant national policy-making institutions, 
national businesswomen associations, and 
existing and potential women entrepreneurs. 
The project will contribute to: 
g The establishment of processes for 

harmonisation of women entrepreneurship 

policy in accordance with the relevant 
Small Business Act principles; 

g The enhancement of capacities of women 
entrepreneurs associations/networks; 
and

g The establishment of systematic policy 
dialogue between stakeholders (where 
policies and stakeholders are related 
to issues relevant to supporting and 
strengthening women entrepreneurship).
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Annex 3: 
OVERVIEW OF 2012 WESTERN BALKANS EFPS/PEPS 

Social Sector Issues Discussed in 2012 
EFP of Albania 

One of the main structural reform priorities 
in 2012 EFP is social assistance reform. 
Through legal and administrative reforms, 
better targeting is planned to be implemented, 
with the development of a unified electronic 
registry of social assistance users envisaged. 
Other planned measures include adding 
incentives of social assistance for families with 
school children, and increasing assistance 
and targeting assistance to the disabled.

The EFP also recognised the need to increase 
the involvement of local government in the 
budgeting formulation and implementation. 
The policies will be oriented more towards 
regional development in the next period, which 
should assist in preparing for European Union 
structural and investment funds

In terms of social sector investments, education 
and health care are the top priorities for overall 
capital investment (in addition to infrastructure, 
rural development and agriculture). 

Specific priorities for investment in education 
defined for the medium term (by 2015) in EFP 
are the following investments in pre-university 
education:

g Construction of new schools;
g Reconstruction of existing schools;
g Providing equipped laboratories; and
g Providing internet to schools.

The Government is planning to determine 
the amount of actual investment in school 
construction and reconstruction within the 

Regional Development Fund polices, with 
municipalities competing on the basis of 
quality of the projects (criteria to be set by the 
Government).

Specific priorities for investment in health 
defined for the medium term (by 2015) in EFP 
are:

g Construction and reconstruction of 
hospitals;

g Construction and reconstruction of primary 
care premises; and

g Purchase of medical equipment.

The EFP also mentions the newly adopted 
‘2011–2016 Strategic Programme for the 
Development of Innovation and Technology 
of SMEs’, which envisages the development 
of Innovation Fund, Innovation Services for 
Business, Programme for Business Incubators, 
and Programme for the Development of 
Clusters. The Business Intermediation and 
Innovation Centre was established for the 
implementation of the strategy and the 
programmes.

Another structural reform identified in the 
EFP is labour market reform in line with 
the National Employment and Professional 
Training Strategy 2007–2013 with the main 
objective of modernising employment services. 
Both passive (financial support) and active 
policies (employment services which focus on 
female and youth job seekers, programmes 
for creating new jobs, and vocational training 
programmes which focus on entrepreneurship 
and internet service for job seekers) are 
implemented. Also planned are increases in 
unemployment allowance by 10–20% every 
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year to gradually reach the ILO standards, and 
ambitions (overly optimistic) to also decrease 
the number of beneficiaries of unemployment 
allowance to an annual average of 10–15%.

With the social insurance system reform, the 
emphasis is on the pension system. In addition 
to an improvement in pension administration 
efficiency, a gradual increase of the pension 
age is planned, as well as an improvement in 
the rules for indexing pensions and equalising 
the agricultural pension benefits with self-
employed benefits.

Social Sector Issues Discussed in 2012 
EFP of Bosnia and Herzegovina

The public finance section of the EFP provides 
no details in terms of capital expenditure 
plans. Within the debate on structural reform, 
BiH EFP discusses labour market measures, 
pension system measures, health sector 
measures, social protection measures and 
war veteran/disability protection measures. 

With respect to labour market reforms, goals 
include co-financing of vulnerable groups in 
the labour market, training for the unemployed, 
establishment of better registration procedures 
and monitoring mechanisms, reduction of 
the informal economy through increased 
inspection and de-bundling of health insurance, 
as well as strengthening and modernising 
employment services. Within FBiH measures 
in the labour market, it is suggested that the 
harmonisation of labour taxes in BiH is needed 
to increase labour market flexibility and that 
revoking the current cantonal-level legislation 
and regulations regarding the labour and 
employment sector within FBiH would simplify 
and enhance the system in FBiH.

Within RS measures, activities in labour 
market reform included adoption of the 

Employment Strategy, with active measures of 
employment through subsidies to employers 
for opening new job positions, provision of 
support to employ apprentices through co-
financing their salaries, implementation of the 
World Bank project ‘Support to Social Security 
Networks and Employment’, strengthening 
of the institutional capacities, preparation 
and implementation of projects targeting the 
employment of persons belonging to war 
veteran categories, continuation of realisation 
of projects aimed at employment of Roma, 
promotion and establishment of a model 
of employing persons with disabilities, as 
well as incentives provided by the Fund for 
Professional Rehabilitation and Employment.

In pension system reform, the Pension System 
Reform Strategy of RS has been adopted, 
as has been the Law on Voluntary Pension 
Funds and Pension Schemes (in 2012 it is 
expected that the first voluntary pension fund 
will be established in Republika Srpska), with 
measures including an increase in the pension 
age and a reduction of pension for every year 
of early retirement, while in FBiH, the Pension 
System Reform Strategy is expected to be 
adopted in 2012.

In terms of war-veteran/disability protection 
system, audits will continue in both entities.

In health (only RS health sector discussed), 
strategic documents have been adopted 
in RS, with the goals including ensuring 
additional financial resources, continuation of 
implementation of the IPA project ‘Reform of 
Financing the Secondary Health Care in BiH’ 
which will introduce a new model of payment 
for hospitals, ensuring coverage of the entire 
population, intensified supervision of the 
work and management in the health sector, 
improvement of the pharmaceutical market, 
establishment and development of a health 
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sector information system, improvement of 
quality and management systems in health 
institutions, training and technological 
development, increased efficiency of 
the Health Insurance Fund, and capital 
investments (planned projects mentioned 
include ‘Enhancing the Health Sector’ project 
with the World Bank and CEB, continuation 
of the project ‘Reconstruction of the Banja 
Luka Clinic Centre’ with EIB, continuation of 
the project of constructing and equipping a 
new hospital in Bijeljina with EIB, the project 
‘Modernisation of Hospitals in BiH – Phase 3’ 
through a loan from the Republic of Korea, the 
project of equipping with medical equipment 
the new hospital premises in Nevesinje with 
an Austrian bank, constructing and equipping 
the dialysis centre in Trebinje through PPP, 
constructing a cardiovascular surgery centre 
through PPP, constructing and equipping 
the centre for cardio-rehabilitation in Slatina 
through PPP, reconstructing and equipping 
the business premises of an orthopaedic 
department at Dr Miroslav Zotovic Institute 
through PPP).

In the social protection system reforms 
mentioned, the planned activities in RS include 
the continuation of the project ‘Enhancing the 
Social Protection and Inclusion System for 
Children in BiH’ and the project ‘Support to 
Networks of Social Security and Employment’, 
as well as the implementation of the Strategy for 
Improvement of Social Protection of Children 
without Parental Care 2009–2014 and the 
Strategy for Improvement of Social Position of 
Persons with Disabilities in Republika Srpska 
2010–2015 (for implementation of these, more 
involvement from the local government is 
expected, while in terms of financing the EFP 
mentions both budgetary and IFI resources), 
while the planned activities in FBiH include 
new legislation with the following aims: well-
balanced exercise of children’s rights in the 

FBiH, ensuring approximately equal conditions 
for raising, educating and protecting children 
in FBiH, ensuring social security and the 
minimum of social protection of citizens in 
FBiH, reducing the domestic violence rate in 
FBiH, reducing of the number of psychoactive 
substance addicts in FBiH, reducing of the 
juvenile delinquency rate in FBiH, raising 
the level of quality of services provided by 
social protection institutions and developing 
alternative models of care.

Social Sector Issues Discussed in 2012 
PEP of Croatia

Basically all of the public investment priority 
sectors defined in the Croatian PEP are in 
social sector – health care, social welfare, 
science, education, and judiciary. The PEP 
provides quite detailed discussion of the main 
social sectors (albeit not clearly explaining the 
effects of the activities and measures in terms 
of budget).

In terms of employment-stimulating measures, 
the PEP (in line with the National Employment 
Promotion Plan 2011–2012) discusses the 
renovation of war-destroyed residential units, 
financing tourism entrepreneurship, SME and 
craft incentives, and bringing war veterans 
and the disabled to the labour market. For 
those unemployed for a long time, measures 
include training and public works.

In terms of pensions, over the medium and 
long term an aging population will result in a 
pension expenditure increase. After a two-year 
freeze, pensions will be adjusted (using an 
index taking into account increased salaries 
and inflation) in 2012. Recent measures 
in the pension area which will have a long-
term impact include a decision to gradually 
increase the age limit for entitlement to old-
age pension and early retirement pension for 
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women (during a 20-year transitional period), 
calculation of early retirement pensions to 
take into account costs associated with earlier 
retirement, and increased pensions for persons 
who wish to continue working after having met 
the conditions for old-age pension. 

In terms of social welfare, the Social Welfare 
Development Strategy in the Republic of 
Croatia 2011–2016 was adopted with the 
goal to increase the effectiveness of social 
welfare and adhere to the EU guidelines in 
terms of social inclusion. Also, the Plan of 
Deinstitutionalisation and Transformation of 
Social Welfare Institutions and Other Legal 
Entities Providing Social Welfare Services 
was adopted. Measures in the social welfare 
area include a decision on methodology for a 
proprietary census and an income census for 
entitlement to social benefits (eligibility is to be 
determined based on the income and receipts 
of the applicant and family members living in 
the same household, and on the basis of the 
property owned by the applicant and family 
members living in the same household). Other 
planned measures include: the improvement 
of the quality of work of civil servants employed 
in the field of social welfare and other systems 
such as health care, judiciary, economy and 
the civil sector; financial assistance for elderly 
persons without pensions; financial assistance 
for disabled persons; establishing common 
criteria and assessment for determining 
disability and incapacity; ‘one-stop-shops’ for 
social welfare centres; implementation of the 
social welfare IT system; the expansion of 
the social welfare service network and further 
deinstitutionalisation of the social welfare 
system; and preparation and implementation 
of pre-accession activities in the area of social 
inclusion.

In education, additional financial support 
to students will be implemented through a 

different set of financial supports for university 
students (such as scholarships and subsidised 
accommodation). 

As one of the structural reforms, PEP 
discusses development of a knowledge-based 
society. All levels of education have been 
monitored and evaluated, with a focus on 
quality improvement and adjusting vocational 
training to labour market needs. Government 
has prepared two strategies in this area – 
Primary and Secondary School, Student 
Homes and Educational Programmes Network 
(list of existing schools and areas in which 
new schools/programmes can be established) 
and Higher Education Institutions and Study 
Programmes Network (defining indicators to 
be used for planning the development of higher 
education institutions and study programmes). 
Also mentioned is the expected completion of 
creating Croatian Qualification Framework 
with the goal of promoting lifelong learning, 
and transformation of the Business Innovation 
Centre of Croatia into a public institution with 
the aim of providing public programmes for 
stimulating innovation and technology. In 
this area, the PEP stresses that the plan is to 
improve the technology infrastructure.

In terms of the health sector, continued reform 
is envisaged, particularly in primary health 
care, hospital system and specialist outpatient 
health service. Other health sector priority 
areas include investment in new technologies. 
Within the discussion on structural reforms, 
Croatian PEP cites that the process of 
renewing old medical equipment, purchasing 
new equipment, and the construction/
reconstruction of health care facilities has 
started. The aim is to create a master plan of 
health care institutions and human resources 
strategy in the health sector, including a plan 
for investment in human resources. Other 
measures include: implementation of an 
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electronic prescription process for doctors, 
pharmacies and laboratories; decentralisation 
of the primary health care system including 
introduction of concessions; creation of a 
palliative care system; and introduction of 
ex-ante control of expenditures in primary 
health care (resulting in decreased sick 
leave expenditure). In terms of additional 
infrastructure investment, the PEP stresses 
that the construction of clinical hospital 
centres and general hospitals will continue 
in 2012, as well as the process of renewing 
medical equipment in hospitals. This includes 
a planned introduction of e-appointments and 
e-medical, and a full health care information 
system (linking all hospitals and primary 
health care offices into a unified health care 
information system).

Social Sector Issues Discussed in 2012 
PEP of FYR Macedonia

Within main new investment priorities, 
reconstruction and maintenance of facilities 
in education, child and social care, sport, 
and culture are included. In addition, the 
Government commits to complete of previously 
started projects, including those in health 
sector.

The Macedonian programme is very detailed 
in outlining social sector initiatives and goals 
(albeit it could benefit from a better connection 
of the initiatives to financial impact). The 
programme references the projects financed 
from the IFIs through WBIF. Also referenced 
is CEB’s Project for Rehabilitation of Health 
Provider Institutions, with the aim to improve 
health infrastructure and operational 
procedures for health services and to replace 
obsolete equipment. EU technical assistance 
under WBIF will be used for assessing the 
repair needs and also to provide additional 
funding for health provider institutions and 

clinical centres. The EU-funded assessment 
will be a basis for preparing a strategy for 
phased rehabilitation of health provider 
institutions and other health facilities (the 
implementation will be financed from additional 
IFI loans).

Other mentioned CEB projects are Construction 
of Physical Education Facilities in the secondary 
schools, which will in its second phase 
renovate around 240 primary schools, and 
Project for Housing Vulnerable Groups which 
is in line with the Government’s commitment 
of ensuring housing to low-income persons. 
Finally, CEB’s Project for Reconstruction of 
Penitentiary Institutions is also covered in 
PEP, with the implementation expected in 
2012–2014, including reconstruction of four 
penitentiary institutions. The Conditional 
Cash Transfer Project financed by the World 
Bank is also covered in the PEP. The project’s 
objective is to contribute to poverty reduction 
of vulnerable groups by making the existing 
benefits conditional. 

In terms of the education sector, the PEP 
stresses that three of the five mid-term 
strategic priorities of the Government of the 
Republic of Macedonia deal with human 
capital. Within the science and research field, 
the Government has defined the research 
in the areas of information technologies, 
biotechnologies and material technologies as 
crucial mid-term strategic targets (in line with 
Europe 2020). The National Programme for 
Science, Research and Development (2012–
2015) and the Programme for Technological 
Development (2012–2015) are planned to be 
adopted by the Government in 2012. The PEP 
also envisages the continuation of projects 
such as: Translation of 1000 textbooks, 
scientific books and top-quality books used 
by top universities in the USA and UK and 
in the area of law in France and Germany. 
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Also envisaged are efforts to increase 
Macedonian participation in the FP7 and 
the Marie Curie programme. Efforts will also 
be directed to promoting better cooperation 
between universities and companies through 
the project With Science to New Factories 
to encourage companies together with the 
universities to apply for projects in developing 
new technologies and to transfer knowledge 
from developed countries. 

With the goal of increasing the share of 
population between 30–34 years of age with 
tertiary education, the focus in higher education 
will be to increase its quality by promoting 
interdisciplinary studies, developing post-
doctoral studies, and the internationalisation 
of higher education through EU programmes 
Erasmus Mundus and Lifelong Learning 
and regional programme Central European 
Exchange Program for University Studies 
(CEEPUS). Scholarships for studying abroad 
will be given in areas of studies which are in 
line with Macedonian development priorities. 
PPPs are also envisaged for providing 
accommodation for public university students. 
In addition, Project 35/45 will continue 
to promote lifelong learning and social 
cohesion. 

In primary and secondary education, the 
goal will be to promote equal access, 
social cohesion and better opportunities 
for employment for the population, with an 
improved legislative framework and policies 
such as implementing contemporary education 
methodologies and intensive use of ICT, and 
providing equal opportunities to children of 
all socioeconomic categories and children 
with special educational needs. In line with 
Europe 2020, the Early Socialisation project is 
planned for pre-school knowledge and skills, 
and improved quality of pre-school education 
programmes. Also planned is the Skilful and 

Competent project to include entrepreneurship 
in education and improving the competency 
and effectiveness of the teaching staff. 
Support will be provided for accommodation of 
secondary school students and scholarships 
to students with special needs, students from 
lower social categories, gifted students and 
students who excel in sport.

In terms of education infrastructure, the focus 
will be on a balanced regional development 
through investing in education infrastructure 
in schools with mixed ethnic backgrounds and 
on energy efficiency of the buildings.

In terms of vocational education and training, 
the PEP references the Bruges-Copenhagen 
process. The policies will include improvement 
in the quality of vocational education and 
training (VET), and transparency and 
recognition of qualifications. A strategy for 
VET will also be developed in 2012. Through 
a twinning project, IPA funding, and numerous 
Government initiatives, efforts will also be 
aimed to strengthen adult education. 

Finally, the PEP also discusses initiatives 
and aims for employment sectors. The main 
objectives are to increase participation in 
the labour market and reduce structural 
unemployment. The National Employment 
Strategy 2011–2015 was adopted in 2011 with 
priorities to improve the business climate and 
competitiveness, reduce operating costs and 
social insurance contributions, improve labour 
market mechanisms (such as determining 
salaries, social insurance and a social 
protection system), improve the educational 
system and human resources in line with the 
needs of the labour market; improve efficiency 
of labour market services, implement labour 
market policies, as well as to develop efficient 
and functional social dialogue.
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Social Sector Issues Discussed in 2012 
PEP of Montenegro

Within the discussion on structural reforms 
in PEP (which covers a very large number of 
areas) the following areas in the social sector 
are mentioned: labour market, education, 
health, knowledge-society development, 
pension system reform and social protection.

In the labour market, the National Employment 
and HR Development Strategy was adopted 
(modelled after Europe 2020) with the goal 
of ensuring labour market flexibility (new 
legislation has been adopted to regulate the 
work of temporary employment agencies, 
limit fixed-term contracts to 24 months, and 
simplify the procedure of dismissals, while 
future measures include the adoption of the 
General Collective Bargaining Agreement, the 
continuation of labour market harmonisation 
with EU legislation, setting up the labour 
market database and establishing a career 
counselling and employment model for 
underdeveloped municipalities), and matching 
labour market needs to education.

In education, identified necessary reforms 
include improved education output, reduction of 
costs per student and reduction in the number 
of schools per student. In addition, numerous 
strategic documents are adopted in education 
(Primary Education Strategy, Higher Education 
Development and Financing Strategy, Model 
for Licensing and Re-licensing of Pre-school 
Teachers, School Teachers, Associates and 
Heads of Educational Institutions, National 
Strategy for Lifelong Career Orientation and 
Adult Education Plan) and in the field of 
scientific research (including the Feasibility 
Study for Establishment of Centres of 
Excellence in Montenegro and Feasibility 

Study for Establishment of a Science and 
Technology Park in Montenegro, Action Plan 
for Mobility of Researchers, establishment of 
Centre of Excellence financed by the World 
Bank, and participation of Montenegro is EU 
programmes such as FP7 and EUREKA22). 
PPPs are envisaged in the improvement of 
student dormitories. The PEP also recognises 
that planned measures from last year’s EFP 
(optimisation of primary school network, 
inclusion of local self-governments in the 
financing of education and application of per-
student financing) have not been implemented, 
due to a weak financial situation at local 
government level. Future measures include: 
preparation of the University of Montenegro 
Enrolment Policy Strategy; preparation of 
Study on Labour Market Needs in the Area of 
Higher Education; analysis of various models 
for higher education financing in line with actual 
per-student costs, labour market needs and 
quality of study programmes; continuation of 
work to ensure quality education at all levels; 
increase in the level of mobility of Montenegrin 
students; and preparation of an action plan to 
optimise the current primary school network.

In terms of pension system reform, measures 
include: increasing the age of retirement from 
65 to 67 years of age for men and equalisation 
of the retirement age for men and women; 
changing the formula for pension adjustments 
(instead of a semi-annual adjustment to the 
average wage growth rate and consumer 
price index, pensions are to be adjusted once 
a year to 25% average wage growth and 75% 
consumer index price growth); and introducing 
bonuses for work after retirement age and 
penalties for earlier retirement.

While the PEP estimates that, due to reform, 
pension costs increased in 2011 by around 10% 

22. EUREKA is a pan-European Framework for Research and Development Cooperation.
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over the plan and that the additional increase 
will be around 2–3% of total expenditure in 
2012, it also stresses that in the absence of 
reform pension costs would rise to 13.3% of 
GDP by 2050, while in the aftermath of the 
reform, they will be around 9% of GDP.

In health, measures include: introduction 
of payments according to average costs for 
certain medical cases (including ICT system), 
which should result in savings; ensuring higher 
autonomy of hospitals by switching the focus to 
efficient spending of funds (rather than input-
based costing); narrowing down the basic 
package of secondary and tertiary care in order 
to open up fiscal space for the introduction of 
new treatments and technologies; taxation of 
unhealthy food (alcohol, tobacco, food with 
high saturation of sugar, salt, fats) in order to 
free up fiscal space for investment in the health 
sector; implementation of adopted legislation 
which introduces the model of supplemental 
voluntary health insurance; and abolishment 
of possibilities for health sector employees to 
work in both public and private sector.

Other planned measures for the next period 
include intensified implementation of the 
Strategy for Prevention and Control of Chronic 
and Non-Communicable Diseases, preparation 
of the Strategy for Health Care Quality 
Improvement and Control, implementation of 
the model of payment based on diagnostically 
related groups, as well as programmes for the 
early detection of most common cancers. 

In terms of investment projects, the PEP 
notes that the project for PET/CT equipment 
has been delayed due to the crisis, while the 
Medical Waste Project will commence as 
planned. In addition, there is a WB project in 
health sector. No privatisation in the health 
sector has been implemented yet. 

In social protection, preparation is underway 
of legislation on social security and child 
protection, with the goal to ensure higher 
social inclusion, improve long-term care, better 
channelling of social benefits and elimination 
of non-activity incentives. It is also planned 
that the Social Map Project will be prepared 
in 2012. Focus will also be on refugees and 
their access to the social care system and 
education system. 

In terms of concrete potential investment 
areas in the social sector, the 2012 EFP does 
not list concrete projects/loans.

Social Sector Issues Discussed in 2012 
EFP of Serbia

In addition to reforms of public enterprises 
and investment climate improvement, priority 
structural reforms defined in Serbian 2012 
EFP include reforms in the pension system, 
health sector and education, with the goal of 
increasing spending efficiencies and securing 
fiscal sustainability. 

In terms of pensions, the aim is an equitable 
and fiscally sustainable system (in light of an 
aging population and fiscal space constraints), 
through measures such as an increase in 
retirement age and providing labour market 
incentives to increase the number of persons 
paying social contributions. The Government 
of Serbia plan to apply rules for adjusting 
pension spending, envisaging a reduction in 
pension costs from 12.5% to 10% of GDP. 
An improved legal framework regulating the 
voluntary pension funds and pension plans is 
also planned.

In terms of health, reform aims to secure 
financial sustainability of the health care system 
by introducing performance-based financing 
and a reduction in the number of non-medical 
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staff and hospital beds. In addition, investment 
in modernisation is planned to take place. On 
the revenue side, focus will be on improving 
collection by expanding the tax base to include 
more self-employed people. In the medium 
term, preventive health care improvements, 
medical treatment environment improvements, 
and provision of mandatory health insurance 
for persons without their own income are all 
defined as priorities. Potential budget savings 
in health are estimated to amount to 0.9% of 
GDP.

In terms of education, the need for 
improvements in quality of knowledge is 
recognised. Spending is expected to remain 
constant with an increase in effectiveness 
of spending through performance-based 
financing and rationalisation of primary and 
secondary schools by aligning the number of 
classes and teachers to actual enrolment rates 
(in primary schools with low enrolment rates, 
classes will be merged). Potential budget 
savings in education are estimated to amount 
to 0.1% of GDP.

In terms of the social welfare system (in line 
the Social Welfare Development Strategy), 
additional funding is planned for childcare, 
poverty reduction programmes, and assistance 
to underprivileged social groups. At the same 
time, the plan is to reduce administrative 
barriers and to improve targeting in line with 
the income level status of beneficiaries. The 
Government will consider the possibility of 
checking income levels of maternity leave and 
war veterans’ beneficiaries, which could result 
in savings as large as 1.2% of GDP. 

In terms of concrete potential investment 
areas in the social sector, the 2012 EFP does 
not list concrete projects/loans.
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Annex 4: 
EXAMPLES OF SOCIAL SECTOR PPPS IN OECD AND 
TRANSITION ECONOMIES  

Experience with PPPs in the education sector in selected OECD countries: 
Australia, Canada, Germany and Netherlands

The 2008 report Public-Private Partnerships 
in Basic Education: An International Review, 
prepared by Norman LaRocque for the CfBT 
Education Trust (a charity providing education 
services for public benefit in the UK and 
internationally), gives numerous international 
examples of innovative PPPs at the basic 
education level, including the excerpts 
given below for Canada and Germany and 
Netherlands. 

The report states that there is a significant 
gap in our knowledge about the effects 

of different types of PPPs on education 
outcomes. It also concludes that a strong 
regulatory framework, flexibility in provision 
and good quality assurance are fundamental 
and that sophisticated PPPs such as school 
infrastructure initiatives and funding-based 
PPPs represent a significant design and 
implementation challenge for government 
departments, as they require a redefinition 
of the role of public agencies and, often, a 
different set of skills on the part of the civil 
servants responsible.

AUSTRALIA: School Private Finance Projects

The New Schools Project in the Australian 
state of New South Wales consists of two main 
components. First, the private sector financed, 
designed and constructed nine new public 
schools in the state between 2002 and 2005. 
These new schools were built to standards 
that met or exceeded the Department of 
Education and Training (DET) school design 
standards. Second, the private sector will 
provide cleaning, maintenance, repair, 
security, safety, utility and related services for 
the buildings, furniture, fittings, equipment and 
grounds of these schools until 31 December 
2032. In return, the private sector will receive 
performance-related monthly payments from 
the DET during the operational phase of the 
project. At the end of the contract period, 
the buildings will be transferred to the public 
sector.
This project is part of a broader move toward 

PPPs in Australia. PPPs have been used by 
various governments to procure infrastructure 
across a range of sectors, including transport, 
health and prisons. They have also been 
used in higher education, with the University 
of Southern Queensland and Swinburne 
University of Technology both using private 
finance initiatives (PFIs) to construct 
educational infrastructure. The New South 
Wales Government recently announced that 
the Axiom Education consortium will design, 
construct and maintain the state’s US$149 
million New Schools Project 2 over a 30-
year concession period. The project involves 
the construction of nine schools throughout 
regional and metropolitan New South Wales. 
A December 2005 New South Wales Treasury 
post-implementation review of the original New 
Schools Project found them to be positive and 
an improvement on traditional delivery.
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Three other Australian states are moving in 
the direction of school infrastructure PPPs. 
In South Australia, the New Schools Public 
Private Partnership Project is in its early 
stages. Under the programme, the private 
sector will finance, design and construct six 
public schools, accommodating some 4,000 
students. The private sector will also provide 
cleaning, maintenance, repair, security and 
other services under long-term contracts 
with the State. The Queensland state 
government has announced plans to build 

seven schools under PPPs. Private operators 
would be responsible for the construction 
and maintenance of these schools over a 30-
year contract, but education services would 
continue to be provided by the government.

In Victoria, the government has announced 
plans to engage the private sector to build 
11 schools and is looking at extending the 
PPP model to include fixing many existing 
schools.

CANADA: Public Private Partnerships for Educational Infrastructure in Nova Scotia and 
New Schools Project in Alberta

The Province of Nova Scotia, Canada used 
a PPP model to build 39 schools in the late 
1990s. The government pursued the PPP 
model because its financial situation was 
such that it could not afford to build the large 
number of schools required, especially given 
its desire to outfit them with state-of-the-
art technology. The first lease agreement 
between the government and private sector 
partner was signed in 1998.

Under the PPP model, schools were designed, 
built, financed and maintained by the private 
sector. Contracts were allocated on the basis 
of a competitive bidding process. The PPP 
schools were leased by the government for 
a period of 20 years. Most of these contracts 
expire between 2017 and 2020. Incentives 
were built into contracts to ensure quality 
construction and maintenance. Approximately 
14% of the square footage in the province’s 
schools is found in PPP schools. The 
government had planned to build 55 schools, 

but the number was cut back when the project 
was beset by a variety of political and other 
problems, including cost overruns driven by 
project ‘gold plating’ (that is, increasing school 
standards, expensive site selection) and weak 
bureaucratic management.

In June 2007 the government of Alberta 
announced the PPP New Schools Project. 
Initially, the project involved 14 schools, but 
this was increased to 32 in January 2008. 
Under this project, a private-sector partner 
is responsible for the design, construction, 
finance and maintenance of schools for 
30 years. Once the schools are open, the 
government makes regular payments to 
the partner for 30 years. The government is 
guaranteed a fixed price and delivery date and 
receives a 30-year warranty on the schools. 
Risks such as construction cost inflation and 
weather-related delays are assumed by the 
private contractor. The contractor can be 
penalised for late delivery.
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GERMANY AND THE NETHERLANDS: School Infrastructure PPPs

Although still in its infancy, there are some 
examples of infrastructure PPPs operating in 
the education sector in continental Europe. 
The Offenbach schools PPP project provides 
for the renovation, upkeep and facility 
management of over 90 schools within the 
county of Offenbach, which is located near 
Frankfurt, Germany. The project, which 
involves the government contracting for the 
financing, refurbishment and operation of 
government schools, is split into two parts, 
with a combined capital value of over €780 
million. The first part of the PPP project 
involves 43 schools. The second part of the 
project involves 49 schools. The private sector 
partners will operate schools for a period of 
15 years. A schools PPP project in Cologne 
involves the refurbishment and operation of 

seven schools at five different locations in 
the City of Cologne, Germany. The value of 
the contract is €125 million. The company will 
operate the schools for a period of 25 years.

The first Dutch education PPP project, which 
commenced in 2005, involved the construction 
and operation of a new secondary school 
in the Ypenburg suburb of The Hague. The 
secondary school was expected to grow 
from 150 students at the beginning of the 
contract to 1,200. The Design Build Finance 
Maintenance (DBFM) contract was for 30 
years (1.5 years for construction and 28.5 
years of maintenance). Maintenance would 
include cleaning, furniture, ICT infrastructure 
and possibly catering.

Experiences with PPPs in the health sector in transition economies: 
Kazakhstan and Kyrgyzstan

The Report by the Centre for Development 
Research from Bonn University entitled Public 
Private Partnership in Developing Countries: 
The Case of the Health Sector written by 
Johanness (1999) underlined that the selected 
case studies on PPPs in the health sector in 
developing countries indicate the potential 
positive effects through increased competition, 
delegation of power to the local level, active 
participation of the population and synergetic 
effects, positively impacts on the efficiency, 
equity and quality of health care provision. 
The report gives the following case studies for 
health PPPs in Kazakhstan and Kyrgyzstan.

In the republics of the former Soviet Union 
and other East European countries, the 
government did not allow other parties to play 
a role in health care provision or financing. 

The health system of the Soviet Union was 
centralised, hierarchical and standardised. 
Policies, practices and treatment norms 
were developed in Moscow and passed to 
each republic for implementation. The health 
ministries of each republic issued directives to 
provinces (oblasts). The system emphasised 
tertiary care and specialty services. Hospitals 
and polyclinics received most of the resources, 
while primary health care was underfunded. 

Given this background, the two case studies, 
although referring to developments in the 
1990s, are interesting as Kazakhstan and 
Kyrgyzstan were countries in Central Asia with 
the greatest experience in reforming the health 
sector. The reform consisted principally of four 
elements: introduction of health insurance 
schemes, cost reduction, separating service 
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provision from financing and rationalisation of 
health services. The core of the reform was the 
introduction of a mandatory health insurance 
fund, a capitated provider system, and the 
development of a basic benefit package in 
selected oblasts.

The institutional ‘innovation’ in the health 
sector was the creation of Family Group 
Practices (FGP), not-for-profit, voluntary-
based entities, which provide primary health 
care on a decentralised level to all family 
members of a group from a single location. 
The creation of FGP set the stage for Family 
Group Practice Associations (FGPAs), which 
are intermediary organisations between the 
government and the FGP. The FGPA works 
together with government health services and 
participate in direct service provision, health 
status monitoring and reporting. Although in 
both countries the role of FGPAs includes 
the representation of their members and the 
lobbying for a better access to health services, 
it seems that in neither of the countries health 
advocacy of FGPAs was achieved.

The public sector still plays a major role in 
the health sector of both countries. However, 
due to the need and willingness of health 
care reformers to downsize the public sector, 
FGPAs as not-for-profit health care providers 
are gaining increasing importance at oblast as 
well as at national level. At this point in time it 
is far too early to measure any detailed impact 
on efficiency and equity, yet it appears as if 
the devolution of some regulatory functions 
and shared approaches to quality assurance 

have been useful in contributing to solve the 
major problems of the health sector in both 
countries.

In the case of both Central Asian countries, 
the PPP is based on a relationship between 
the state and not-for-profit organisations. The 
commercial sector does not play a role at all. 
Moreover, in both cases a severe financial 
crisis has led to pressure on the government 
to give some of its power to the not-for-profit 
sector. However, the government itself, 
together with donor support, established 
these not-for-profit organisations. In addition, 
as briefly mentioned before, in Kazakhstan 
and Kyrgyzstan donors have played an 
important role insofar as they have helped 
to strengthen the institutional capacity of the 
FGPAs, which enabled them to fulfil their new 
roles and responsibilities, thus demonstrating 
to the state that these organisations can be 
viable partners. The preliminary lessons 
learned from the experience with a PPP in the 
health sector of Kazakhstan and Kyrgyzstan 
are positive. The limitations of the former 
publicly controlled and driven health system 
can, partly, be overcome by introducing more 
demand-based, flexible and open elements. 
The promotion of not-for-profit organisations 
operating on a voluntary basis at a local level is 
an important step toward that direction. A long-
term successful partnership will depend to a 
great extent on the commitment of government 
officials vis-a-vis the new organisation once 
donor support is reduced, and on the ability of 
the new groups to detach themselves from the 
overall power of the state.

Experience with a PPP in the health sector in a NMS: Romania

The IFC PPP Series gives an overview of 
the successful PPPs in various infrastructure 
sectors, where IFC was the lead advisor. 
The following is a summary of the Romanian 

Outpatient Dialysis Services.

More than a quarter of Romania’s dialysis 
patients have received better health care as a 



136

result of a public private partnership to provide 
dialysis on an outpatient basis. This was IFC’s 
third public private partnership transaction with 
the Government of Romania in the health care 
sector since 2002.

Four international operators won four-
year contracts (extendible to seven years 
if the operators opt to build new facilities) 
to refurbish, operate and manage dialysis 
centres at eight hospitals around the country. 
The companies have invested more than 
€28.6 million to modernise the facilities and 
expand services. Between 2005 and 2008, the 
Government of Romania saved €2.9 million as 
a result of this outsourcing of public dialysis 
services to private providers. The transaction 
closed in November 2004. The transaction 
was supported by trust funds from the Swiss 
Government.

Prior to the transaction, the Government of 
Romania was spending an average of 6% 
of the country’s GDP on health care, which 
was comparable to other countries with 
similar GDPs, but the quality of and access 
to services remained problematic. In 2003 
Romania had 36 haemodialysis machines 
per million of population, compared with 93 
in Hungary and 102 in the Czech Republic. 
Hospitals were severely under capacity in 
terms of their ability to diagnose and treat 
existing patients or to accommodate new 
ones. Therefore, the Government wanted to 
address three key issues. First, in 2005, the 
number of patients in Romania who received 
dialysis services was 70% below the average 
treatment rate in Western Europe. Second, 
the quality of services was poor because of 
outdated equipment, poor follow-up, and lack 
of specialised staff training. Third, multiple 
funding streams and fragmented procurement 
systems resulted in a lack of transparency and 
accountability in the management of operating 

budgets for dialysis services.

In 2002 the Government hired IFC as its 
adviser to launch a series of public private 
partnerships in health care, including private 
management of radiology and laboratory 
services, and public hospitals. For dialysis 
services specifically, the Government hoped 
to:

g Increase public access to dialysis;
g Improve the quality of all dialysis 

services;
g Enhance the system’s overall 

accountability; and
g Streamline payments from the National 

Health Insurance House to dialysis 
providers.

IFC recommended that the Government 
outsource the provision of dialysis services, 
which would then allow it to focus on its role 
as strategic purchaser. Under the mandate, 
IFC: 

g Designed the pilot programme taking into 
account the Govern¬ment’s priorities; 

g Defined the responsibilities of the private 
providers and the Government; 

g Established technical and financial pre-
qualification criteria;

g Set the fixed price for dialysis treatments;
g Revised national dialysis standards to 

reflect international best practice; 
g Prepared contracts and tender documents; 

and
g Helped the Government conduct the 

tender process.

In line with the Government’s decision to 
maximise the amount invested in clinics, IFC 
structured the transaction so that contracts 
were awarded on the basis of investment 
levels rather than price. Operators are paid a 
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flat fee per haemodialysis treatment and an 
annual fee per peritoneal dialysis patient. 

The operators assumed full responsibility 
for renovating and/or equipping facilities; 
maintaining and operating equipment; 
procuring all medical supplies; recruiting, 
training and managing all staff; and treating 
patients.

Bidders were restricted to winning no more 
than two dialysis centres to limit concentration. 
Four international companies and their 
local partners passed the pre-qualification 
criteria and submitted winning bids: B. Braun 
(Germany), Baxter (United States), Fresenius 
(Germany), and Gambro (Sweden).
 

Post-tender results 

g The operators have invested more than 
€28.6 mil¬lion to upgrade and expand 
dialysis facilities; 

g The operators have replaced dialysis 
equipment in all the pilot centres; 

g The operators have opened two new 
public dialysis clinics and, as of mid-
2008, 17 more were under construction or 
planned;

g The introduction of a fixed fee for treatment, 
which is now also being applied to publicly 
man¬aged clinics, has resulted in a more 
transparent pricing system for dialysis 
services; and

g The Government has adopted strict 
national quality standards applicable 
to both privately and publicly managed 
clinics.
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Annex 5: 
SELECTED SOCIAL SECTOR DATA BY COUNTRY 

Albania

Projects in Albania by Subsector Health Projects in Albania by Financier

Projects in Albania by Type of Financing Social Infrastructure Projects in Albania by Financier

Education Projects in Albania by Financier Social Policy Projects in Albania by Financier

Judicial 
Infrastructure

23%

Social 
Infrastructure

15%

Social Policy
16%

Health
23%

Education
23%

WB
61%

CEB
36%

EC
3%

EC
11%

EC
20%

CEB
89%

CEB
48%

TA
20%

Investment
80%

WB
32%

WB
89%

EC
11%
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Bosnia and Herzegovina

Education Projects in Albania by Type of Financing Health Projects in Albania by Type of Financing

Projects in Bosnia and Herzegovina by Subsector Education Projects in Bosnia and Herzegovina by 

Financier

Projects in Bosnia and Herzegovina by Type of 

Financing

Health Projects in Bosnia and Herzegovina by 

Financier

TA
6%

Investment
94%

TA
60%

Investment
40%

Judicial Infrastructure
4%

Social 
Infrastructure

8%

Social Policy
40%

Health
24%

Education
24%

EC
82%

CEB
18%

TA
8%

Investment
92%

EC
4%

CEB
7%

WB
15%

EIB
74%
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Projects in Croatia by Subsector Projects in Croatia by Type of Financing

Social Policy Projects in Bosnia and Herzegovina 

by Financier

Health Projects in Bosnia and Herzegovina by Type 

of Financing

Bosnia and Herzegovina

Croatia

Judicial Infrastructure Projects in Bosnia and 

Herzegovina by Financier 

Education Projects in Bosnia and Herzegovina by 

Type of Financing

Judicial 
Infrastructure

19%

Social Policy
31%

Health
25%

Education
25%

EC
16%

CEB
84%

TA
1%

Investment
29%

EC
23%

WB
77%

TA
71%

Investment
99%

TA
63%

Investment
37%
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Social Policy Projects in Croatia by Financier Judicial Infrastructure Projects in Croatia by Type 
of Financing

Health Projects in Croatia by Financier Health Projects in Croatia by Type of Financing

Education Projects in Croatia by Financier Social Policy Projects in Croatia by Type of Financing

Judicial Infrastructure Projects in Croatia by 
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Serbia
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Social Infrastructure Projects in Serbia by Financier Education Projects in Serbia by Type of Financing
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