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Disclaimer
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Executive Summary

The policy assessments conducted in the framework of the Sustainable Agriculture and Rural
Development in Mountain Regions (SARD-M) Project address policy issues as well as all key
stakeholders involved in policy formulation and implementation. It aims to evaluate the
strengths and weaknesses of mountain policies, including social, economic, institutional and
environmental aspects, in relation to Sustainable Agriculture and Rural Development
principles.

In the South East Europe (SEE) countries, SARD-M policy assessments were carried out in
Albania, Bulgaria and the Former Yugoslav Republic of Macedonia from January to April
2007.

The assessment in the Former Yugoslav Republic of Macedonia (FYR Macedonia) was
carried out by the national consultant Mrs Jasmina Ginovska in close cooperation with and
under the supervision of the Balkan Foundation for Sustainable Development — BFSD.

The national assessment reviewed relevant documents (listed in section 5 of the report) and
conducted visits to key persons within government structures and with other key civil society
representatives at national and decentralized levels. The assessment was conducted in 3
main steps including: review and elaboration of relevant existing documents, interviews with
relevant stakeholders and review and analysis of all compiled information for the final
assessment report.

In the process of elaborating the assessment, a series of meetings were held, producing
basic information about how well issues of mountain development as well as aspects of
sustainability were being addressed as a part of certain national strategies. Various national,
strategic and developmental documents and expert paper studies, reports and legislation
were also consulted The conclusions were subjected to professional and statistical analysis,
and then utilized in the assessment.

The general objective of the assessment is to try to provide more of a global overview and
cross-sectoral understanding of strengths and weaknesses of SARD policies.

Since this process involves several sectors dealing with the rural development in the
mountain regions at centralised and decentralised levels of government, the assessment
includes opinions of different components, as well, as whether existing policies address the
issue of the rural development in the mountain regions.

The assessment facilitates the identification of national problematic areas that need to be
addressed (e.g. by the related Protocol to the future SEE Convention). In addition it tries to
bring a better understanding of how the SARD framework is applicable to the SEE (Balkan)
Mountains, with attention being paid to how the comparative advantages of mountains can be
utilized to promote development in a sustainable manner.

An expected output of the assessment is a national survey that will provide inputs for a
regional synthesis with recommendations and proposals of follow-up activities. The analysis
that evolved and resulted from this assessment are applicable and replicable and they
certainly include components of sustainability.




Although, mountain areas have great potentials with the attractiveness of its landscapes and
availability of natural and cultural resources, they are still facing many problems in terms of
political, economic, social and environmental development.

There is no Strategy for Sustainable Agriculture and Rural Development focused specifically
on the development of the mountain regions as such in FYR Macedonia. Mountain aspects of
sustainable agriculture and rural development are only implicitly addressed by a number of
policy documents, namely the National Strategy for Sustainable Development, National
Strategy for Rural Development, National Strategy for Biodiversity, and National Strategy for
Forestry. The lack of focus on mountainous areas may result in insufficient funding addressed
for development of the mountain areas. In addition, there are only few donors that support
initiatives and projects for development of mountainous areas.

Lessons learned
Policies

Due to certain institutional interests, policies are addressing sustainable development in a
non-harmonized manner, which diminishes their beneficial impact on national level.
Strengthening the competitiveness of the national a griculture and rural development

is the focal point and basis for further sustainable development.

A governmental policy framework for rural development is being set up. but it is not as
sensitive to the mountain areas, as initially planned.

Different policies are affecting the mountain environment as well as communities. Policies
particularly relevant to mountain regions are focused on infrastructure development,
employment, access to and provision of services, environmental protection, poverty
reduction, decentralization and local development, etc.

The process for establishing a National Strategy for Sustainable Development , which
presumably will have an impact on SARD and mountain territories, has been initiated with
the participation of a wide range of stakeholders.

There is no framework supportive to the sustainable development of mountain areas
at the local level — although there is governmental initiative on sustainable development.
Nevertheless, some municipalities with mountain profiles are adopting local development
strategies according to Agenda 21 principles.

Institutions

Governmental institutions  that deal specifically with agriculture and rural development do
not seem to have specific strategies for mountain areas.

A reform of the public institutions should support the implementation of support policies for
improving their capacities to face increased competitiveness.

No specific Agency for Mountain Development  has been established.

The Ministry of Environment and Physical Planning is another significant institution
dealing with mountain areas, engaged at different levels with environmental and natural
resources protection in mountain areas.

There is a weak mountain perspective in the national agricultural advisory services
despite the fact that the Macedonian Agricultural Advisory Support Program is a program of
the Ministry of Agriculture aiming to improve the national agricultural advisory services so
that they consider the diversity of people’s livelihood strategies in the different territories.




Processes

Networking mechanisms  with non-governmental sectors and financial mobilization
mechanisms are missing.

The budget resources are limited. A major role will thus be placed on the availability of the
EU pre-accession funds and other donors

Recommendations and proposals for follow-up activit ies

The analysis is expected to generate comments among the involved and interviewed
stakeholders in order to review their goals and validate the information acquired.

Policies

Development of policies for improving the living standards of the mountain population
Development of a set of policy instruments for environmental development of mountain
regions

Harmonization with EU SARD-M policy

Institutions

Strengthening of the capacities of policy-makers
Strengthening of the administrative capacities and capacities of local governments
Reform of public institutions

Processes

Improvement of participatory processes
Improvement of the efficiency of donor funding
Improvement of the mobilization of external funding and investments

As a summary: A possible goal — the development of a National Strategy for
Development of Mountain Regions

The following specific targets, which could significantly contribute to the sustainable and rural
development of the country, can be identified as achievable within the period of 5 to 10 years:

+ Establishment of a National Strategy for Sustainable and Rural Development of mountain
regions, as a joint secondary action based on the two main strategies (NSSD and NRDS)
and which should act as a shared vision for the future of the country;

= Development of institutional and human capacities to orient developing and on-going
strategies, in accordance with sustainable development benchmarks for mountain
regions;

+ Reduction of poverty;

+ Improvement of the economy by managing GDP growth and reducing unemployment in
the unfavourable/marginalized regions;

+ Development of professional, effective and efficient local government administration, and
transparent and accountable political decision-making;

* Resumption of the decentralization process and local authority organizational capacity
development, for efficient management of community-related problems, citizens
encounter;

+ Development of information systems for addressing further needs for improving the
sustainability of mountain regions.
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1. Background

1.1 Country Baseline
Geographic position

The Former Yugoslav Republic of Macedonia is landlocked and mostly mountainous south-
eastern European country, located in the south-western part of the Balkan Peninsula. It
shares borders with two EU member states (Bulgaria to the east border and Greece to the
south border), as well, as with Serbia in the North (including the part of the border with UN-
Administered Kosovo Territory) and Albania to the East. The total border length is 849 km, of
which the western part is 191 km, the southern, 262 km, the eastern, 165 km and the
northern, 231 km.

It extends between 4050’ and 42?20’ North Latitude , and between 2027'30" and 2305’ East
Longitude and has very important transportation routes passing through the country,
connecting Central and Eastern Europe with the southern and south-eastern parts of the
continent.

Crni Bl

Golema Vraca

arkov Zab
Kajmakcalan

Source: GISDATA Makedonija, Ltd.

The total land area of 25,713 sqg. km is prevalently mountainous intersected by large valleys.
Hills and mountains account for around 80 percent of the land area with the balance made up
of plains (19 percent) and natural lakes (2 percent). The country has a moderately well
developed hydrological network consisting of four river basins of which three are important in
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terms of water flow, (the Vardar carries 80 percent, the Crni Drin 13 percent and the Strumica
7 percent) and tree major lakes (Ohrid, Prespa and Dojran that are shared with neighbouring
countries). The country has around 110 major and minor artificial lakes (of which only 20 with
volumes larger than 1 million m®) that are used for irrigation, water supply and production of
hydroelectric power. The average altitude of the whole territory is 850 meters.

Climate

Due to specific natural and geographic characteristics, there are two main types of climate:
Mediterranean and continental, with cold, wet winters and dry, hot summers. The four
seasons are present but the most typical ones are long hot summers and very cold snowy
winters. The summer-autumn seasons are generally dry and hot, while winters are snowy
and with short but intense freezing spells. In addition to these, in the high mountainous areas
there is also a mountainous climate characterised by short, cool summers and considerably
cold and moderately wet winters, where precipitation is mainly in the form of snow.

In spite of the fact that FYR Macedonia lies relatively close to the Aegean and Adriatic Seas,
the influence of the Mediterranean climate does not reach very deeply into the country,
except within a few valleys. This is a result of the high mountains which rise up in the west
and south of the country.

Intense and concentrated rains cause landslides, soil erosion and local floods. Late spring
freezing is not infrequent. The average annual precipitation is 733 mm distributed irregularly
in the year and geographically.

Usable land is almost completely found in the sub-Mediterranean and continental agro-
climate regions, with pastures dominating the mountain regions. Sub-Mediterranean and
continental regions are characterised by drought, which is the main limiting factor for the
utilization of the potential for wider choice and intensity of agricultural production.

Demographics

According to latest census (2002), the total population is around two million divided into
around 650 thousand households (with 3 persons per household). Population density is 79
inhabitants/square km which is low compared to the EU average of 115. In comparison to
1994, the density increased for 3.9%, but it varies largely from a region to region, ranging
from 0.8% in the Eastern region, to 8.5% in the Pelagonian region. The official data show that
the rural population’s share of the total population is 43% and that it lives on more than
86.7% of the territory. The percentage of the rural population which lives in municipalities,
whose headquarters are based in villages, is 31.7% of the total population. At the moment,
approximately 40 % of the villages in the country are classified in the group of economically
underdeveloped regions located in the mountain regions, for which the Government has
targeted policy.

FYR Macedonia’'s population has a multi-ethnic structure including Macedonians
(64.18 percent), Albanians (25.17 percent), Turks (3.85 percent) and Roma (2.66 percent).
The remaining balance of 4.14 percent is made up by other minority ethnic groups.

It has a total of 84 Municipalities (33 with seat in a city, 49 with seat in a village, and 10 in the

capital city of Skopje), and 1,715 villages covering 86.7 percent of the national territory and
hosting 43 percent of the total population (2002 census).
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Table 1 - Evolution of the size of villages from 1994 to 2002

Number of population

Abandoned 121 7.1 145 8.5

Up to 100 inhabitants 573 33.5 630 36.7
From 101 to 300 387 22.6 323 18.8
From 301 to 800 332 19.3 318 18.6

> 801 302 17.5 299 17.4
Total 1,715 100.0 1,715 100.0

Source: J. Jakimovski — Institute for Sociological, Political and Juridical Research Skopje 2006.

From 1994 to 2002, the proportion of large villages (>801 inhabitants) remained stable, the
proportion of medium and large villages (>100 to 800 inhabitants) decreased from 58.1 to
54.8 percent while the proportion of abandoned and small villages are mostly located in the
less favourable mountain areas (<100 inhabitants) increased from 40.6 to 45.2 percent.

Mountain ecosystems and biodiversity

There is a general lack of understanding about the changes occurring to Europe’s biodiversity
and the impacts this could have on their communities in the future. Most of the mountains
have been identified as especially important ecological corridors for large mammals and as
such have been placed on the Indicative map of the Pan European Ecological Network.

Mountain ecosystems within the three national parks (Galichitsa, Mavrovo and Pelister) are
protected by specific legal regulations. The factors affecting the state of mountain
ecosystems are varied. These include overgrazing and the uncontrolled removal of certain
plant species for sale or personal use (Althaea officinalis, Anacamptis pyramidalis,
Arctostaphylos uva-ursi, Centaurium erythraea, Dactylorhiza maculata, D. sambucina,
Gentiana lutea subsp. symphyandra, G. punctata, Hypericum perforatum, Juniperus
communis, Origanum vulgare, Primula veris, Pulmonaria officinalis, Sideritis raeseri, S.
scardica, Thymus tosevii var. degenii, etc.). The construction of ski-lifts, mountaineers’ towers,
television transmitters and other aerial systems usually installed on mountain peaks often
causes degradation of some of those plant communities which have restricted distributions
on the summits of the mountains (because of the configuration of the terrain, strong winds,
etc). Such is the case with the communities of the alliance Edriantho-Seslerion (Bistra, Shar
Planina and Yakupitsa Mountains) and alliance Seslerion comosae (Nidze and Pelister
Mountains), which develop on the peaks of these mountain massifs. With regard to the faunal
component of the mountain ecosystems, indirect anthropogenic impacts do not threaten the
stability of these populations. The Alpine chamois (Rupicapra rupicapra) never reaches an
optimal number within its populations due to uncontrolled hunting, a direct impact.

Mountain ecosystems are found within a large portion of FYR Macedonia, especially on
mountains over 2,000 m in elevation.

Belasitsa, Bistra, Deshat, Duditsa, Galichitsa, Yablanitsa, Yakupitsa, Korab, Kozhuf, Nidze,
Osogovo, Pelister, Shar Planina, Stogovo, etc. — where there are optimal conditions for their
development.

Mountain and high-mountain vegetation which develops above the upper forest boundary
(over 1,800 m) is very rich and diverse.

Contemporary phytocenological research on these ecosystems has been done on the
mountains Bistra and Osogovo, whereas data for the other mountains (Belasitsa, Galichitsa,
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Yablanitsa, Yakupitsa, Korab, Nidze, Pelister, Shar Planina, etc.) are older, and will probably
need to be revised.

It is worth mentioning that despite the relatively small economic importance of the forestry
sector, the forests have a large non-economic importance, especially for the maintenance of
biodiversity and the ecosystems.

Green Belt - Status and activities in the country

The National Green Belt has been initiated in 2004. By preparing feedback to the [IUCN Questionnaire on Trans-
boundary Cooperation and Protected Areas in the European Green Belt, the Ministry of Environment and Physical
Planning was involved in the activities of the IUCN Regional Office for Europe. The Green Belt extends along with
the entire border of the country and incorporates neighbouring countries, covers the forest and mountain
ecosystems, dry land/grassland ecosystems and aquatic/wetland eco-systems.

The surface area of the Green Belt is 5125 kmz,
which represents 19.93 percent of the total area
of the country. The greatest depth of the Green
Belt into the territory of the Republic of
Macedonia is 42 km in the Prespa Region
bordering Macedonia, Albania and Greece,
whereas the smallest depth of the Green Belt is
about 1 km in the Dojran border Region between
Macedonia and Greece.

The Green Belt includes a total of eleven
protected areas (SPR Ezerani on Prespa Lake,
NP Pelister, NP Mavrovo, NP Galichitsa, NM
Ohrid Lake, NM Presra Lake, NM Doyran Lake,
NM Vevchani Springs, NM Smolare Waterfalls,
Source: Ministry of Environment and Physical Planning. NM Koleshino Waterfalls and NM Majdan).
According to the IUCN categorization, protected
areas that enter into the Green Belt belong to
categories |, Il and IIl of protected areas.

On the other side there are several mountains that are non-protected areas of the Green Belt (Stogovo and
Jablanitsa; Nidze-Kozhuf; Belasitsa, Ograzden, Vlaina and Osogovo mountains).

However, according to the Biodiversity Strategy Action Plan the following nature properties are scheduled to be
proclaimed as protected areas in scope of the Green Belt: parts of massive Nidze and Kozhuf in the category
National Park; Mountain Jablanitsa and Belasitsa in the category National Park; Monospitovo-Bansko Marsh,
Negortsi Marsh and Pechevo Marsh in the category Park of Nature or Protected Iandscapel.

A very successful activity in the framework of the Green Belt programme is the Pelister Mountain Conservation
Project (PMCP) founded by the Swiss Development and Cooperation Agency (SDC) in collaboration with the
Ministry of Environment and Physical Planning (MoEPP) and with technical support of Pro Natura - Friends of the
Earth Switzerland. The Project was implemented from July 2004 to December 2006. The overall objective of the
project is to contribute to the reinforcement of a state — civil society dialogue in the context of natural resources
management in the Pelister region and in the framework of the current decentralisation process in the Former
Yugoslav Republic of Macedonia.

The project covers 4 main activities:

+ Management of natural resources in the Pelister Mountain;

+ Finalisation of the Management Plan of NP Pelister;

+ Assistance to the NP Pelister Directorate in the sustainable management of the park and in its dialogue with
the partners;

+ Support the efforts of the MOEPP to integrate the Pelister Mountain in international frameworks for nature
conservation and process of decentralisation.

! Source: Ministry of Environment and Physical Planning — Green Belt Presentation, MSc S. Jordanov Agency for
Environment.
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An assessment of valorisation of NR for the communities in the Pelister region was prepared as one of the project
activity covering the following main objectives:

+ To assess the current situation of the local communities in regard to social, economic, cultural and institutional
aspects influencing the use of NR;

+ To identify potentials and risks and give recommendations for future utilisation of NR by the population of
Pelister region;

* To provide framework for future project activities.

Mountain specificities

The important mountain characteristics or conditions that distinguish mountain regions from
other areas can be called mountain specificities. The mainstream development strategies,
policies and programmes are often unsuitable for mountain areas for the reasons of
inadequate understanding of mountain specificities.

When any development intervention or resource-use practice overlooks the presence and
operational imperatives of mountain specificities, it tends to lead to long-term unsustainability.
The consideration of these specific characteristics will certainly assist in facilitating long-term
sustainability of mountain resources' management. These mountain specificities can be both
a constraint and an opportunity to mountain development.

Potentials

The region's natural potential, the local people's know-how, the availability of young workers
and the very attractive landscapes for tourism in the country, are extremely valuable assets
and offer potential which local governments can use to support populations in mountain
regions. The potentials are defined by their natural characteristics, namely, the hydrological
potential, the mineral resources and distinct geomorphologic forms. Additionally, mountains
are characterised by valuable natural forests, and sub-alpine meadows. In addition, the great
wealth of natural and cultural resources, the traditional hospitality of the people makes the
mountains an ideal place for the development of sustainable tourism forms such as rural, eco
and spa tourism.

Agriculture has to remain the most important income source, but with more emphasis on its
multifunctional role. Particularly mountainous regions are extremely suitable for safe, high-
guality food production.

Development of cross-border cooperation in terms of empowering organic farming; agro-
ecotourism and integrated rural approach that is able to improve the wellbeing of mountain
people and nature. Great mountain potentials can lead to development of sustainable tourism
by development of ecotourism projects aiming for direct and indirect improvements of income
levels and living standards of the local people.

Organic agriculture is seen as a sustainable option for the biodiversity conservation in the
region, but also as an opportunity for rural revival. Valorisation of typical products could be
done in the most profitable way through certification and creation of traditional organic brands.
Traditional cheese with other dairy products as well as the production of lamb meat appeared
to be crucial products for export.

Containing various medicinal plants and fruits, it appears to be not just a source of feed for
domestic and wild animals and their habitat, but also a valuable source of income for the local
population. Since the extensive grazing is “responsible” for its diversity, the most suitable way
for its maintenance is to bring traditional flocks of sheep back to the mountain.
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Constraints

The mountain regions and the population in those regions are facing many problems: such us
depopulation, poverty, high unemployment rate, environmental problems, communication and
infrastructure problems as well as the political and economic marginality.

The specific features of mountain regions call for development approaches that duly consider
the natural, social and cultural values, as well the particular constraints that recognize
mountains as providers of essential goods and services to the national economy. There are
very limited quantitative data available in FYR Macedonia concerning the environmental
problems related to the specificities of mountain regions.

However, the potentials listed in the previous subsection might be threatened if the current
practice of unsustainable use of natural resources continues. There are several threats to
both biodiversity loss and sustainable development of the region alongside with the plans for
construction of small hydropower plants and for large-scale tourism infrastructure.

In addition to all the above-mentioned, mountain regions in general can be characterized as
marginalized rural areas with their fragile ecosystem due to steep slopes, deforestation and
over use of resources, with extremely poor infrastructure.

Political and economic power is located in decision-making centres outside the mountains.
The organization of the country is still highly centralized and village to town migration is still
very present. Poor basic living conditions are the main reason for the high level of
depopulation, with poor school environments represented by deteriorated classes, absence
of sanitary facilities, and tap water. The quality of the education and life-long learning in the
mountain rural areas are at a very low level.

The importance of land-use activities on the natural assets and its role in halting the loss of
biodiversity is not sufficiently known to the stakeholders and the public.

Political and economic changes influenced the socio-economic structures of the villages
substantially. Consequently, in the last decades the use of pastures has strongly decreased.
Besides climate factors, low grazing intensity has contributed to the reduction of grassland
communities and natural succession of the forest to higher altitudes. In areas close to the
villages, pastures were and are still used, but not as intensively as before.

Diversity

Floral and faunal components of the mountain ecosystems are not generally endangered and
their distribution and preservation correspond to the specific environmental conditions of each
mountain massif.

Local Governments are being called upon to mobilize local resources and to undertake
management responsibilities in new sectors, including an expanded role in relation to Local
Economy Development.

The new Law on Local Self Governance stipulates that Municipalities are responsible for
Local Economy Development planning; determining of development and structural priorities;
running of local economic policy; supporting the development of small and medium-size
enterprises and entrepreneurship at the local level (including the establishment and
development of a local network of institutions and agencies) and promotion of partnerships.
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This differs markedly from the previous competencies that were simply defined as preparing
development programs for the issues of importance for the local self-government and citizens.

1.2 Socio-economic situation

Economy

As the Former Yugoslav Republic of Macedonia is a landlocked European country nested in
the south-western part of the Balkan Peninsula with relatively scarce land and water
resources, it has undergone important geopolitical, economic, social and demographic
changes in the last fifteen years.

The Gross Domestic Product (GDP) of the country in the last 5 years has been slowly but
steadily growing and according to the latest available statistical reports dated from 2005, its
GDP stood at €4.46 billion. Crucial economic issues highlighted for the population living in the
mountain areas are: low standard of living, increased poverty, high unemployment rate (at
around 36% of the workforce in 2005) and relatively low economic growth rate.

Agriculture as the third largest sector, after services and industry, is an important economic
branch of the economy in terms of contribution to GDP, to external trade, to employment and
incomes, and to the food self-sufficiency of rural populations. Its share in the overall GDP
(nominal and real) has remained relatively stable, and has presented a barrier for the socio-
economic and structural changes in industry and other sectors of the economy.

In relation to the structural reforms that the agriculture sector is facing, the existing decline
could have significant adverse consequences in rural areas and to the overall economic and
social stability of the country. Strengthening the competitiveness of Macedonian agribusiness
is the focal point for its survival. This must be supported by the reform of the public
institutions and by the implementation of well-targeted support policies.

The Macedonian economy is, however, improving and gaining increasing stability. At present,
the economy can satisfy its most basic food needs, even though the country is particularly
dependent on regional and global influences as well as international development support.

The essential priorities for the Macedonian Government are to facilitate active citizen
participation and improve economic prospects. While the country has achieved good growth
levels in recent years further progress is needed to affect levels of unemployment and to
improve living standards in the mountain areas. Due to the decentralization of a significant
amount of state responsibilities to municipality control, local governments are now called
upon to mobilize local resources and undertake management responsibilities in new sectors,
such as local economic development. International development support is actually focused
on supporting the implementation of the Government’s reform programme, including the new
Law on Local Self-Governance — which stipulates that municipalities are responsible for local
economic development. This support mainly supplies funds, technical assistance and training
on local economic development methods for officials of municipal governments to help them
channel and maximize the use of scarce resources.

An improved economic environment provides more business and employment opportunities
for local communities. In more concrete terms the impact should be long-term in nature, and
it will reflect on benefits to the unemployed as well as small and medium-sized businesses in
the mountain areas.

17




Population issues

77% of the total population live in municipalities whose headquarters are based in towns,
while 20% in the rural municipalities whose headquarters are based in villages.

The net rate of population growth has been roughly estimated at 0.4 percent for 2004, while
the birth rate is almost twice as big as the mortality rate. Still, FYR Macedonia has an
unfavourable net average migration rate - 1.45/1,000 inhabitants.

In the period from 1981 to 2002, the number of young people (0 to 19 years) declined from 41
to 32.2 percent, while the population aged 65 and above increased from 8 to 32.2 percent.
Unsatisfactory rural age structure is particularly found in the Pelagonia (18.8 percent), East
(15.5), Vardar (12.9) and North-East (12.7 percent) regions.

Almost 68 percent of the total population in the country is of working age (between 15 and 64
years) and the average age of the population is approximately 33 years.

Poverty and food security

At present, the country is not facing any major or chronic lack of food, in comparison to other
countries. Given the combination of food products per household as well as the quantity of
food products consumed per household member, the population has no problems of
malnourishment. Changes in the structure of consumption can be explained with changes in
demand according to the availability of products on the market and prices of food products in
2004.

Education

Overall, 96 percent of the total population over 10 years is literate, but around two thirds of
the illiterate population is female®. There appears to be however a difference in the
educational structure between urban and rural areas. According to the 1994 census, a
sizeable share (37.9 percent) of the village and farming population above the age of 15 have
insufficient or total lack of primary education, out of which 10.5 percent are illiterate and 27.4
percent have not completed primary education. The low rate of education in the rural areas is
due to the out-migration of young and capable population for work, the lack or small number
of education facilities, insufficient care for improving the school education of the young

population, isolation of the undeveloped villages, terrible road infrastructure etc™.

The gender analyses show that the percentage of illiterate female population is significantly
larger both in the urban and the rural areas rural municipalities, and its share is 76% and 77%,
respectively, as presented in the table below.

2 Source: State Statistical Bureau, 2002 Population Census, Book 13.
3 Rural Social Structure, J. Jakimovski 2004.
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Table 2— Overview according to sex and literacy (period of 10 years and over)

Total population in urban municipalities Total population in rural municipalities

77% 3% 20% 1%
1,345,833 44,950 347,211 18,612
Vale M
51% 24% 52% 23%
681,097 10,672 182,192 4,321
49% 76% 48% 7%
664,736 34,278 165,019 14,291

Source: State Statistical Bureau, 2002 Population Census, Book 13.

The educational problem is obvious among the unemployed, since only 8 percent of them
have higher or university education, 54 percent have secondary education, and the remaining
38 percent are unskilled. Young population (age from 15 to 25) participate with 23 percent of
the unemployed; however this percentage amounts up to 82 percent among the young
working capable population®.

Apart from formal secondary and university education, there is a lack of additional (non-
formal) education and training for farmers. Existing media programs (radio and television)
relating to agriculture are limited in duration and are very general in scope. There are no
specialised agricultural magazines. The Macedonian agro-web (all official national web pages
supplying useful information for agricultural stakeholders) is very poor and offers obsolete
information®. There are also a limited number of programs teaching about local culture and
history, especially about the local public resources which can encourage and improve the
quality of life.°

Smallholder farmers, in backward mountain areas have the weakest educational and
professional level among agricultural producers.

The educational system certainly plays an important role in the young people’s ability to value
local products and local traditions. Improvements in the quality of education and life-long
learning could reduce the striking disparities between urban and rural areas. In addition there
are a limited number of programs focused on teaching about local culture and history in the
mountain regions, especially about the local public resources which can encourage and
improve the quality of life.

Employment in rural areas

According to the latest statistics’, out of the total active population (885,609) of the country,
36.1 percent are unemployed (of which 82 percent are long-term unemployed).
Unemployment is worse in urban (68 percent) than in rural areas (32 percent)® but the gap is
narrowing. Furthermore, 44 percent® of the poor live in rural areas.

4 Statistical Yearbook of the Republic of Macedonia, 2005.
° Agricultural Knowledge and information system in Macedonia, Master thesis, Rusev Trajce, 2005.
6 MAFWE- Annual Agricultural Report 2005.
7 Survey for labour force N; 2.1.6.26 of 9 Oct 2006 SSO.
8 Unemployment report from 31 August 2006 published 18 Sept 2006 from the Agency for Employment of RM.
® Growth and Poverty, 2002-2004. Western Balkans Programmatic Poverty Assessment.
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Table 3 — Overview of the registered rural unemployment

Rural unemployment... 2004 and 2005 2006
...per percentage of total
unemployed population in the 34 33,2
country
...per persons 133,612 119,342

Source: Employment Agency of the Former Yugoslav Republic of Macedonia by January 31, 2006.

As presented in the table above, the percentage of the rural unemployed has decreased by
0.8 percent in one year. There are no adequate details on rural employment given by sector
according to the statistics that are available. Certainly, the majority of the rural population is
engaged in the agricultural sector (mainly subsistence/household farming) and other activities,
if any. Agricultural employment is also generally seasonal and the wages in agriculture tend
to be drastically lower compared to other sectors, and almost half of all agricultural workers
are unpaid family workers. As concluded in the World Bank Poverty Assessment Report 2005,
agricultural employment serves as a social buffer, helping to alleviate poverty and
unemployment particularly in times of high off-farm unemployment.

Several existing programs provide psychological support to people living in the less
favourable areas in order to assess their: motivations, interests, views, capabilities and skills
as well as to provide training for their successful presentation on the labour market. By
organized lectures in the rural clubs and open offices, the unemployed rural population are
mainly informed and advised about their rights and responsibilities on the labour market
through topics in the area of labour. This initiative supports and strengthens the ability of the
unemployed for finding employment.

In this respect, the Government of the Former Yugoslav Republic of Macedonia through the
Ministry of Labour and Social Policy has prepared an Operational Plan for active measures
for employment in 2007 . This operational plan aims to decrease unemployment with
specific targets for rural and unfavourable areas in the country. Predominantly, the general
support is addressing two main measures, such as:

Self-employment through the development of family businesses, and
First employment addressing young people up to 27 years.

For the self-employment measure to develop family businesses, the government provides
financial support of 2500€ according to the following conditions:

Support for development of individual plans for employment, business ideas, business
plans, marketing and management trainings,

Financial participation for company registration, salary taxes in the first three months,
Support through the Agency for support of the management by providing training and
consultation in the first year of active work.

The measure to support first employment is aimed at young people up to 27 years. It plans to
cover 600 persons in 23 municipalities by facilitating their engagement in programmes of
technical practice for a period of 3 months. Out of the total number of people involved, 30%
have a university degree and 70% have a high school education degree.

In relation to the household type, which includes i) exclusively agricultural households, ii)
mixed households (those engaged in agriculture on private holdings and where at least one

1% Source: Public announcement by the Ministry of Labour and social policy, February 2007.
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household member is employed outside agriculture), and iii) households with no agricultural
holdings, the mixed households have the highest incomes followed by agricultural
households. Non-agricultural rural households are the worst off''. Studies have shown a
trend towards diversification into non-farm employment as a result of economic needs (and,
to a lesser extent, attitudes towards farming), and confirm a positive correlation between
income and the number of non-farm activities households engage in. Full-time farms earn 88
percent of their net income from farming (the remainder is largely unearned income such as
pensions). Part-time farms earn around 50 percent of their income from wage or self-
employment, with the remainder from farming and unearned income.

1.3 Short overview of agricultural and forestry sec  tor
Agriculture

Concerning the farm structure and land ownership, individual farmers own or rent
approximately 80 percent (which is approximately 463,000 ha) of all arable land; with the
remaining 20 percent (196,841 ha) owned by the state and rented to agricultural companies
with a right to use the land and enrich it without any compensation for a certain period of time
or by individual farmers with compensation. The majority of pastureland is owned by the state
and managed by public enterprises.

Total agricultural land amounts to around 1,265,000 ha in 2004 (or less than 50% of the total
area of the country). The structure of the total agricultural land is as follows: 44% arable
agricultural land (560,000 ha), approximately 55% pastures (704,000 ha), and less than 1%
swamp land and fisheries (1,000 ha).

Graph 1 - Structure of Utilized Agriculture Area by category of use, 2004
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Source: State Statistical Office, 2005.

Pastures also follow the general decreasing trend seen in the total arable agricultural land
according to category of use in 2004 in comparison with the area of land under pastures in
2003. The decrease rate is around 4% in comparison with the land under pastures in 2003
(from 733,000 ha in 2003 to 706,000 ha in 2004). Still, if we compare the overall development
of pasture land in the period 1999-2004, there is an obvious annual increase in the period
2000-2002, with a downward slope in the last few years.

M Source: State Statistical Office.
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Graph 2 - Index of pastures area development, 2000-2004 (100 present indexes for 1990)
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Source: State Statistical Office, 2005.

Environmental aspects of agricultural production and biodiversity protection in FYR
Macedonia

Despite its economic and social advantages as well as its contribution to sustaining rural
communities when the economy is undergiong structural reforms, agriculture has greatly
contributed to soil water and air pollution and biodiversity destruction as a result of its
unfavourable production practices and land use. In general agriculture is an important
economic activity but at the same time it puts pressure on the environment. The long-standing
tradition of encouraging single crop production and intensification of agriculture has led to
serious threats to the environment. In the last couple of years, public awareness about the
ecological aspects of the agricultural industry has been on the rise with increasing talk of
developing alternative methods of agricultural production and introducing Good Agricultural
Practices as a level of reference above which environmental aspects are largely respected.

According to the National Environmental Action Plan prepared by the Ministry of Environment
and Physical Planning, the main environmental problems caused by agricultural activity
include: water loss (drying out of natural water reservoirs) eutrophication processes in lakes
and pollution of water resources as well as greenhouse gas emissions. The biggest problem is
land erosion and destruction of soil layers through intensive fertiliser use single crop
production systems and irrigation.

In the long run, focused efforts to establish sustainable agricultural practices by means of
reducing agricultural production systems that are harmful to the environment and by
increasing positive influences of agricultural activities on the environment can at the same time
exert a major positive influence on economic and social conditions. The integration of
agriculture into environmental protection and the introduction of an environmental component
in the development of agricultural policy are among the most important objectives in the future
development of agriculture.

Agricultural production
Agricultural production in the mountain regions is generally carried out through several main

branches. Cereal crops are the most frequently sown crops on the arable agricultural areas.
However, the area planted with cereal crops in 2004 was 14% lower compared to that of 2000.

2 Source: Ministry of Environment and Physical Planning.
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Vegetables and fruits are modestly developed in the mountain regions with the exception of
certain crops.

A crucial activity, mainly carried out in the mountain areas, is livestock production. The
livestock production regions border the regions for production of agricultural crops thus
increasing the use of agricultural by-products for feeding the stock.

Historically, livestock breeding has been the dominant activity of the individual farmers, except
for pig breeding which used to be carried out on large state farms. During the last decade,
which saw a reduction and transformation of the big agro-complexes, the owners’ structure of
the livestock production farms has not changed to a great extent. This has contributed to the
maintenance of the structure of livestock production farms as predominantly private holdings.
In other words, the current structure of livestock production in the country consists of a large
number of individual farm producers whose production is mainly for their own consumption
and a certain number of commercially-oriented family farms that are on the rise and a decline
in big specialised livestock production enterprises.

Table 4 - General data on livestock, in the period from 1997 to 2005.

| 1997 | 1998 ] 1099 ] 2000 2002 J 2003

Cattle 289,428 267,459 270,147 264,968 265,266 258,973 259,976 254,803 248,185
Sheep 1,631,034 | 1,315,176 | 1,288,733 | 1,250,686 | 1,285,099 | 1,233,830 | 1,239,330 | 1,432,369 | 1,244,000
Pigs 184,293 196,839 226,047 204,135 189,293 196,223 179,050 158,231 155,753
Poultry 3,274,570 | 3,338,764 | 3,223,184 | 3,713,369 | 2,749,637 | 2,900,966 2,417,362 | 2,725,298 | 2,617,012

Source: State Statistical Office, 2005.

Forestry

Forests are characterized by their very rich biodiversity. FYR Macedonia has significant non-
timber forest resources: medicinal plants, mushrooms, forest fruits, etc. and diverse game.
The importance of forests is emphasized by the fact that the main part of the territory of the
protected areas in this country are under forest.

The total area under mountainous forests in the country is 955,300 ha, that is, 37% of the
territory of the country. The forest consists of 82% deciduous, 12% coniferous and 6% mixed
forest species. According to their origin, 29% of the forests are categorized as high forest and
71% as low forest. Of the total area under forests, the State-owned forests cover 91.6%,
while their share of the timber reserves is 92.2%. The private forests cover 9.86 % (94,146
ha) of the total area under forests, and their share in the total timber reserves is 7.8%. Out of
the total forest and forest land area, 8% are not planned.

The total forestry volume is 74,343.000 m3, and the annual growth is 1,830.000 m3, with an
average of 2.02 m3. The annual planned woodcutting mass is about 1,300.000 m3; of which
about 70% is used. Out of the total annual woodcutting mass, the share of firewood is 80-
85%.
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Graphic 3 - The woodcutting structure according to purpose, 2004
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Source: State Statistical Office, 2005.

With the help of the Forestation Fund (that was active until 1990) more than 140,000 ha of
bare lands were planted and an increase of the total afforested area with index of 1.6.

Forestry contributes to 0.3 - 0.5% of Gross Domestic Product, but if the multifunctional uses
are valorised, the contribution will be bigger.

The contribution of the forest industry (primary and secondary wood processing, furniture,
paper and celluloses) is 2.5 - 3%.

Some of the main threats and problems in forest management and governance are: illegal
logging, other illegal activities, forest fires which have affected nearly 100,000 ha for the last
10 years, climate changes through the process of drying of the forests, insect infestations and
diseases. All these lead to enormous economic and environmental losses to the sector.

1.4 Survey of rural development
Infrastructure of the rural areas

The basic infrastructure in the mountain areas is far from satisfactory; except for electricity
(99.7% of the rural population has electricity). The percentage of the rural population which
has access to plumbing is 72.3% (compared to 87.7% for the total population); 18.6% of the
rural population has access to water cisterns which supply water under pressure (8% of the
total population); 8.96% of the rural population does not have any access to plumbing (4.03%
of the total population). The percentage of the rural population which is connected to a
sewerage system is very low and is estimated to be 17.7% (it is 60.1% of the total
population).The total rural population which does not have sewerage is 8.9% (or 4% of the
total population).

The Macedonian road infrastructure was fairly developed in the past, and consists of 9,573
km of roads in a categorised road network (1995 data). Railroad transportation, as well is
poorly developed and includes a network of 699 km of open railway lines, 226 km of ralil
yards and 102 km of industrial tracks. Residents of many rural settlements, especially in
mountain and remote villages, experience poor public transportation services (bus lines) to
modern roads and thus to stores, schools, markets, etc.
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In terms of waste management, a need to support local initiatives for solving the solid waste
problem in the rural communities was identified. There is still no sustainable solid waste
management system established and the awareness and knowledge of the local communities
on waste minimization and treatment practices is very low.

Structure of economic factors in rural areas

Very small farms or micro-agricultural enterprises which cannot be modernized, and are thus
unable to compete on the market, will be forced to close their business and seek for new
forms of operation as rural enterprises.

The official data (2005) indicate that 10% of businesses in the country are based in the rural
municipalities and 2.9% of registered enterprises are in the area of agriculture, hunting,
forestry and fishery (5,024) — of which 21.4% are based in the rural municipalities.

However, the rural population still faces problems related to property rights, access to credit,
especially high interest rates, as well as high transactional fees and risks which helps to
explain the small investments in the rural areas and the low rate of newly opened business.

The development objective is to establish replicable model for sustainable development and
improvement of the economic potential through the strengthening of local institutions in
providing services to its citizens, improvement of conditions for economic regeneration and
promotion of growth-oriented and competitive small and medium enterprises.

The average number of businesses per thousand inhabitants in rural municipalities in the
country is 40.43 compared to 78.89 in urban municipalities (national average is 86.8). In 2005,
according to the State Statistical office’®, 10 percent of business entities’ headquarters were
located in rural municipalities and 2.9 percent of registered enterprises were in the area of
agriculture, hunting, forestry and fishery (5,024)* — of which 21.4 percent were based in the
rural municipalities.

Generally, rural areas are not attractive for businesses due to: property rights problems, lack
of concentration of population, poorer educational achievements, lesser flexibility of the
potential workforce, and distances from potential markets (for both inputs and outputs), all
putting businesses in rural areas at a cost disadvantage. Poorly developed and diversified
economic infrastructure and the consequent lack of quality jobs are common features of rural
mountain areas.

Social care infrastructure (kindergartens, schools, public community centres — libraries, clubs)
was developed in the past, but in the majority of cases they are in very bad condition or
totally abandoned.

Most of the population from the mountain areas, especially those living in high-mountainous
villages, are lacking fundamental health services, including primary health services.

Access to credit
Access to credit from banks for farmers, small firms, craftsmen or tourist agents in the rural

areas can be very difficult, especially in cases when they do not have adequate collateral for
the bank; the case is the same when they do not have a history of using bank credit. As a

13 State Statistical Office, Statistical report 6.1.1.02.
14 The statistical report 6.1.1.02.
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result of this, many potentially profitable investment projects may not be financed or may not
be able to secure funds for a reasonably acceptable price.

In order to facilitate the access to credit for small and medium-sized enterprises, especially in
the agriculture sector and those in rural areas, the country provides guarantee funds. While
the banks remain the basic source of capital, the guarantee funds can be used as collateral
for credit applicants. The existence of the guarantee funds also reduces the risk that bank
portfolios have.

The introduction of guarantee funds at the national level and its determination for EU
integration in the area of agriculture and the rural development is gradually being carried out.
As a result of this trend, the following guarantee funds have been established in FYR
Macedonia: the Guarantee Fund, the guarantee fund in the framework of the Macedonian
Enterprise Development Foundation (MEDF) and the recently opened (2006) Guarantee fund
in the framework of the Macedonian Bank for Development Support (MBDS).

The Guarantee Fund issues two types of guarantees: secured and unsecured guarantees.
Secured guarantees means that these guarantees are secured by instruments that should be
determined in the Loan Agreement between the Bank and the loan user and by the
guarantee agreement signed between the Guarantee Fund and the loan user (Guarantee
Fund accepts securing instruments which the banks do not accept). On the other side the
unsecured guarantees are when the Guarantee Fund issues unsecured guarantees or the
Guarantee Fund does not require security for its own part when issuing a guarantee.

The Macedonian Enterprise Development Foundation (MEDF) has two types of guarantee
mechanisms, such as the Guarantee Fund for Political Risk, and the Guarantee Fund for
Lack of Security. The main condition for the financial institution to use the funds of the
guarantee fund is to be able to establish mortgage/security relation of first or second order.

In February 2006, a new Guarantee fund within the Macedonian Bank for Development
Support (MBDS) was established. The Government of the Former Yugoslav Republic of
Macedonia has provided starting capital of 4.5 million EUR with the purpose of supporting
small and medium size enterprises, artisans, and individual shopkeepers. The guarantees
which the MBDS will approve are intended to support the growth and the development of
credit users as well. MBDS will issue guarantees for bank credit, according to the principle of
long-term investment credit, giving priority to projects which will provide a larger number of
jobs, use domestic raw materials and protect the environment.

Small and Medium Enterprises (SMES)

The SME sector is regulated by the Law on Trade Companies (2004) which sets the criteria
for the determination of micro, small, medium and large enterprises. In terms of number of
employees the criteria are compatible with those of the EU, but are different with regards to
turnover and balance sheet values™. The Ministry of Economy is working to eliminate the
discrepancies.

The number of private sector enterprises is increasing over time which shows that they play
an increasingly important role in relation to contribution to GDP, employment, export, etc.

5 Source: MoE.
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Table 5- Number of Active SMEs (from 1991 and from 2000 to 2005)

] 1001 ] 2000 2002

9,703* 33,151 34,991 36,963 39,096 41,517 44,300
10,270 33,269 35,110 37,074 39,199 41,590 44,424

Source: Central registry of the Former Yugoslav Republic of Macedonia, 2005.

The total number of registered enterprises is approximately 180,000, however in 2005 only
1/5 were active (44,424) and of these the great majority (98.8 percent) are SMEs.

The number of active enterprises translates into an SME density of 22 per 1,000 inhabitants.
which compares favourably with the SEE region (23). SMEs are also important in terms of
employment creation. In 2005 their share in total employment stood at 80 percent while
contributing for only 50 percent of the GDP.

Three sectors alone comprise over 75 percent of the total active enterprises (and therefore
also of SMEs). The wholesale and retail trade sector accounts for 48.7 percent,
manufacturing for 16.4 percent, transport, storage and communication for 10.13 percent.
Agricultural enterprises account for 2 percent of the total.

Recognizing the importance of private sector development, with the objective to increase the
economic efficiency and the international competitiveness of the Macedonian companies and
entrepreneurs, at the end of 2002 the Macedonian Government prepared a Program
containing measures and activities for the promotion of entrepreneurship and improving the
competitiveness of the private sector in the country with specific focus on development in
mountain regions. It presents a plan of activities for the SME sector, through various forms of
non-financial and financial support and activities for creating conditions for new job-creation
and unemployment reduction, increasing exports and the living standard of mountain
populations. It calls for decentralization of entrepreneurship promoting activities, i.e. making
the supporting resources closer to each potential entrepreneur and/or SME. In this respect,
the establishment of a supporting infrastructure at a local and regional level is recognized as a
prerequisite for the success of economic development in the less favourable mountain regions.

As one of the basic elements of the supporting infrastructure, the stimulation and promotion of
the development of the network of centres for business support of the entrepreneurs at the
local level, has already been outlined. It is envisaged that these centres should act as focal
points for the provision of expert and advisory assistance to entrepreneurs in municipalities in
the mountain regions and the cities depending on the number of the existing or potential
entrepreneurs in certain area who need this kind of service and whose numbers justifies the
establishment of this kind of assistance.

Craftsmanship

Craftsmanship refers to the following activities: woodcarving, ornaments, embroidery, making
of wooden looms, handcrafts, weaving craft, authentic traditional costumes and specific
ethnic musical instruments, traditional pottery. The inhabitants of the mountain villages as
well as craftsmen from other places usually present their craftsmanship pieces of art at the
traditional village festivals and various exhibition places.

According to the Law on Craftsmanship in 2001, 7,500 crafts were registered. The growth
rate of this sector was 1.4 percent per year within the period 1995-2001%". More recent

!® EBRD — Annual Country Report - FYR Macedonia — 2005.
v Study on the craftsmanship — Institute of Economics-Skopje for the Ministry of Economy, 2002.
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statistics are unavailable as craftsmanship, according to the new nomenclature, is not
separated from the industry. The need for joint data of all micro businesses in the country is
evident. For that reason the Registry of the Trade companies and the registry of Craftsmen
should be joined in a unique registry of micro-businesses.

In general the execution of craftsmanship is still not under the same conditions for the
craftsman, trade individual and trade company, i.e. having appropriate education. With that
the quality of the crafts and services may be improved. In order to stimulate the development
of the family businesses through facilitated procedure at the transferring of the execution of
the activity of the craftsman, to a member of his closer family, the trade individual and the
trade company have to register in or be deleted from the trade register.

The chambers of craftsmen are included in the fight against “grey working” because
unregistered craftsmen or craftsmen deleted from the Register represent disloyal competition.
According to the Law on vocational education (2005) crafts licence is provided by VET Centre
for final examination of the craftsmen (so called master’'s exam). Craftsmen licences will be
provided by the craftsmen chambers. However, the education and practice will be joined
through education in vocational schools and practice in certified craftsmen shops.
Certification of the craftsmen shops for educational purposes will be provided by the
craftsmen chambers depending on if they have passed master's exam that includes
pedagogy, theory of the activity and business economics. Also, after three years craftsmen
education, students might continue their studies at the University level at so called higher
specialist studies.

Cultural heritage and traditional knowledge

The Former Yugoslav Republic of Macedonia is a historical, political, economic, and above all,
a cultural reality. A comprehensive Law on Protection of Cultural Heritage was approved by
the Macedonian Parliament not long before the arrival of the Mission (March 2004) and its
implementation was scheduled to take place starting 1 January 2005. This Law probably
represents the first attempt to create an independent body of regulations concerning the
treatment of the cultural heritage of the young Former Yugoslav Republic of Macedonia as a
whole.

Other important, advanced and relatively original aspects of the Macedonian Law on Cultural
Heritage worth mentioning, especially in relation to the reform of the organization which is
currently taking place, are the following:

International assistance and cooperation for protection of monuments;
Cultural landscapes, defined as “areas of specific interaction between humans and
nature,” receive a particular emphasis within the characteristics and properties of the
cultural heritage;
Dependency of the preservation of the cultural heritage on its actual use and destination
According to the new Law, the term “cultural heritage” includes the material as well as the
non-material goods, defining their meaning as “an expression and/or a testimony of
human creation in the past and the present, or a representation of the interaction
between the man and the nature, with cultural and historic importance of their feature,
significance and function, under special legal regime on their protection”. In this respect,
the essence of the generic term - non-material cultural heritage, that is the intangible
cultural heritage, is introduced as the following three types of goods:
Folklore Goods: the habits, rituals, tales, mental creations, folklore songs, stories,
legends, adages, riddles, dances, plays, old and rare crafts, traditional crafts and
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other expressions of the non-material national creation (Art. 24, the Law on the
Cultural Heritage Protection);
Language: the language is the literature, i.e. the standard language and its alphabet,
as well as the local speeches of the same languages (dialects) (Art. 25. the Law on
the Cultural Heritage Protection);
Toponyms: are the names of lakes, rivers, springs and other water objects
(hydronyms), cities, villages and other settlements (oikonyms), natural or
administrative areas (horonyms), roads (dromonyms), agricultural spatial facilities
(agronyms), mountains and other objects of nature related to forests (dendronyms)
and other genuine, local and official names which are subject to the FYR Macedonia’s
toponymy.
The main responsibility of the non-material heritage protection was handed over to the
Government and its agencies and services. The Local authorities participation on this
issue was regulated by the Law on Local Self Management (from 2002). According to this
Law they are responsible to promote and to preserve the folk tradition, customs, old
crafts and other similar significant cultural goods of this type of heritage. On the other
hand, the Government's role is to create a system on the protection and to proclaim the
intangible goods as a national cultural heritage, protected by the Law, to establish a
regime on protection or special measures of maintenance, to inspect and control the
implementation of the protection activities carried out by the authorised bodies. Playing
the leading role on the protection, the Government shifted the responsibility to a new
professional service. The Cultural Heritage Protection Office, as an independent legal
agency within the Ministry of Culture.

Ecotourism development

The increasing exploitation and pressure on natural resources, inappropriate land-use
practices, and uncoordinated sectoral policies and development activities threaten the unique
natural values of the mountain regions in the country. Recognizing the need for more
sustainable and effective environmental management, the national governments and many
international organizations and donors recently promoted the adoption of management
concepts, such as integrated environmental management, ecosystem management, and
ecotourism, as tools for a more sustainable use of the natural resources in the region. With
respect to ecotourism, both, national and international actors are playing an important role in
providing partial development. However, there is a need to prepare strategic feasibility
studies that will identify certain shortcomings related to the process of SARD-M.
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Rural associations

Rural organizations in the mountain areas are not as developed as they should be. The
initiatives for propagating greater development of the mountain areas as well as the
participation of the population to present its demands are not being organized in a proper way
and intensity. In principle, the local institutions are very weak and they should be strengthened
in order to provide sound and sustainable communities.

1.5 Entry point of policy assessment and justificat ion of its choice

Most of mountain regions lack the potential to be integrated with the basic elements of the
modern life or any specific economic activity, due to the lack of infrastructure and extreme
depopulation. In order to provide the existing population with an encouragement to improve
their day-to-day living and attract the attention of the potential farmers from towns, there is
strong need to initiate the planning of a program that considers the economic, social,
environmental and cultural aspects of agriculture and rural development of people living in
mountain regions. In this respect a National Strategy for Sustainable Agricultural and
Rural Development should be created, focused specifically on the sustainable
development of the mountain regions . As this strategy should reflect the positions of all
relevant stakeholders in an integrated manner, the Government of the Former Yugoslav
Republic of Macedonia should accept the proposal to form a National Preparatory Committee
for elaborating one. Classification of medium and high potential areas should be carried out
to implement specified measures where it is the more favourable. Public awareness of the
ecotourism is an important part of defined strategy and policy.

The fact that the country did not yet consider the development of the mountain regions, does
not imply a total lack of vision for developing sustainability in the strategic documents. As one
of the other reasons for this situation are consequently diminished budget resources. The
increased expenditures burdened the national budget and problems are affecting the national
economy.

The need to produce the national strategy for SARD in the mountain regions has originated
through discussions and in consultation with stakeholders and has been elaborated in
accordance with their recommendations for addressing several problematic areas. The
selection of this entry point coincided with the country’s present activity of preparing the
National Strategy for Sustainable Development by the Ministry of Environment and Physical
Planning which is supported by SIDA (activities have resumed in 2006 and will terminate
beginning of 2008 after which subsequently the implementing phase will take place).

The national strategy for SARD in the mountain regions should reflect all contemporary
trends of the mountain development and should also provide solutions for resolving the
numerous problems that the country is dealing with.

As the country has many problems in the area of economy and unfavourable surrounding, the
agricultural, rural, economic and social development as well as protection of the environment
is taking place. Many elements of sustainable agriculture and rural development can be
detected in the way that natural resources are managed, having in mind the needs for the
future. They can also be found in some development documents, stressing the fact that the
mountains consist 80 percent of the total country territory. In this regard, the need to address
all problematic or priority issues that mountain regions are facing is of great importance for
diagnosing the strengths and weaknesses of the SARD-M policies.
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It is important to note that the country is determined to create, and acknowledges the value of
policies for sustainable development on a national level. Even though the two main National
Strategies, for Sustainable Development and for Rural Development are underway, a series
of strategic documents, as well as legal and regulatory acts, have been adopted, and the
principles of sustainable development are recognisably implemented in them. An effort to
prepare a national assessment of the degree of implementation of the principles of
sustainable development has been made, examining the principles of integration and
participation during the creation and the implementation of the already adopted national
strategic development documents.

Documents that are greatly important for strategic development containing certain aspects of
an integrated approach and sustainability of mountains are: National Environmental Action
Plan NEAP (2002); the National Strategy for Economic Development of the Former Yugoslav
Republic of Macedonia (1997); the National Environmental Health Action Plan NEHAP
(1999); the Agricultural Development Strategy in the Former Yugoslav Republic of Macedonia
to 2005 (2001); the Spatial Plan of the Former Yugoslav Republic of Macedonia (2004);
National Strategy for Sustainable Development of Forestry (2006). We should also mention
the legal acts, especially the laws for managing natural resources, i.e. the forests, forestlands,
waters, agricultural areas, mineral resources, and natural rarities.

During the 2002 World Summit for Sustainable Development in Johannesburg, the
Government committed to the Rio principles and the full implementation of the Agenda 21, as
well as to the achievement of the goals agreed at the major UN conferences and international
agreements related to the sustainable development. It was totally agreed in the context
concerning the five themes for particular attention of the Summit: Water, Energy, Health,
Agriculture and Bio-diversity. Chapter 13 of the Agenda 21 concerns sustainable mountain
ecosystems issues, which address major environmental problems of the day, including
mountain biological diversity. Therefore, all above-mentioned issues are critical areas for
long-term development and at the same time an integral part of a coherent international
approach.

In this respect, the country has initially contributed to take measures for solving severe
threats to the sustainable development, such as poverty, environmental degradation,
intolerance, violence and armed conflicts, illicit drug problems, organized crime, terrorism,
corruption, and endemic, communicable and chronic diseases. Despite these actions the
country has very modest contribution (with exception of biodiversity) to the measures for
solving possible threat to the sustainable development of the mountains.

1.6 Synthesis of the sustainable development of Mac ~ edonian mountains

Environmental pillar Environmental pillar
+ Good condition of the natural environment, very + Unsustainable use of natural resources
attractive landscapes for tourism in the country + Mountains are marginalized rural areas with
+ Mountains account for a big share of water their fragile ecosystem
supply Economic pillar
+ Well-preserved biodiversity - Low profitability and income of agriculture in
+ Existing network of protected areas mountain areas
Economic pillar + Low-level of  technical and physical
+ Mountains are providers of essential goods and infrastructure

services to the national economy

+ High tourist potential, extraordinary possibilities
for recreation: rich cultural traditions, local crafts
produce tourists’ motivation to visit mountains

Financial deficiency

Insufficient external capital inflow
Ageing working population

Limited job opportunities in rural areas

4 4 4 4
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+ The mountain food products are considered to
be of high quality and bio-products

Social pillar

+ Traditional hospitality of the people makes
mountains an ideal place for development of
sustainable tourism, such as rural, eco and spa
tourism.

+ Increasing social activity

+ Trend towards higher
environmental issues

public awareness of

+ Low level of support of small and medium
enterprises

+ Importance of land-use activities on the natural
assets not sufficiently known to the mountain
population

Social pillar

+ Low level of education of the rural population;
education system still needs to be adapted to
mountain specificities and economy

+ Lack of understanding about the changes
occurring to Europe’s biodiversity

+ Mountain communities often lack basic services

and opportunities for entertainment

Low population density and depopulation of the

rural areas

Low number of small farmers

Narrower range of employment options

Social exclusion

Low public participation and influence in the

designing of strategies, exchanging of

information, decision-making, implementation of

strategies

4« 4 4 4

4

Economic pillar

+ Growing popularity of rural tourism, agri-tourism,
eco-tourism and cultural tourism

+ Development of new forms of non-agricultural
activity

+ Empowering organic farming; agro-ecotourism
(bio-, organic-farming) for the growing ecological
food and organic products market

+ Valorisation of typical products

+ Promotion of production technologies to assure
the health of population, of ecosystems

+ Better use of mountain resources by increasing
the quality and value added through
development of small business activities, of
services and traditional crafts using local raw
materials

Environmental pillar

+ Use of “environmentally friendly” farming

+ Use of “environmentally-friendly” energy
resources (renewable energy) that will reduce
the negative effects on mountain biodiversity
and landscapes

Social pillar

+ Vocational training programmes, adequate
training facilities for mountain associations

+ Support for improving access to information and
communication technologies

+ Spreading knowledge on the environmentally
friendly farming practices and land management

Environmental pillar

+ Biodiversity loss and loss to sustainable

development of the region alongside with the

plans for construction of small hydropower

plants and for large scale tourism infrastructure

Soil erosion and landslides

Cropping on unstable hill slopes

Irresponsible cutting of resituated woodlands

Inappropriate management of wildlife and plant

species

Economic pillar

+ Land abandonment

+ Land fragmentation, distance from main markets

Social pillar

+ Large-scale migration to urban areas/ unviable
rural societies

+ Demographic ageing of rural inhabitants

4 4 44
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2. SARD-M related policies within the country’s pol icy
framework

2.1 Political history

The Former Yugoslav Republic of Macedonia became independent in November 1991 and is
a parliamentary Democracy with elections held every 4 years.

The membership of FYR Macedonia in the European Union is the highest strategic interest
and priority for the Republic, shared by an overwhelming majority of its citizens and all the
relevant political agents.

On 22 March 2004, in Dublin, Republic of Ireland, the Former Yugoslav Republic of
Macedonia made a huge step forward and submitted an application for EU membership. Six
months later, FYR Macedonia started the procedure of answering the Questionnaire -a tool of
the European Commission that thoroughly scans the performances of the applicant country for
membership in the European Union. By 31 January 2005, in less than 4 months, the
Macedonian institutions prepared the answers, realistically presenting the situation, and also
their plans for advancement in each of the particular sectors in society. After reviewing the
answers, the European Commission prepared an opinion (avis) which recommended granting
status as a candidate country for membership in the EU.

The European Council on 17 December 2005 granted the Former Yugoslav Republic of
Macedonia candidate status for membership in the EU. The Heads of States and
Governments of EU Member States thus recognised the progress that the Republic had made
in meeting the Copenhagen criteria.

FYR Macedonia is the first country in the region to have signed the Stabilisation and
Association Agreement with the European Communities and their Member States on 9 April
2001 in Luxemburg. The Assembly of the Republic ratified the Agreement on 12 April 2001.
This Agreement, signed between the Former Yugoslav Republic of Macedonia and the
European Union, was the first to be ratified from all the Member States and entered into force
on 1 April 2004.

EU environment policy aims to promote sustainable development and protect the environment
for present and future generations. It is based on preventive action; the polluter pays principle,
fighting environmental damage at the source, shared responsibility, and the integration of
environmental protection into other EU policies. The acquis comprises over 200 major legal
acts covering horizontal legislation, water and air quality, waste management, nature
protection, industrial pollution control and risk management, chemicals and genetically
modified organisms (GMOs), noise and forestry. Compliance with the acquis requires
significant investment. A strong and well-equipped administration at the national and local
level is imperative for the application and enforcement of the environment acquis.

FYR Macedonia became member of the UN (April 1993), of the World Trade Organization
(WTO) in April 2003 and of CEFTA in 2006. In addition, the country has signed ten Free Trade
Agreements with different countries from the region.

The Constitution of the Republic enshrines the key principles of sustainable development and
provides for specific protection for all natural resources, flora and fauna.
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Macedonian regional cooperation is based on a wide range of bilateral agreements signed
with the countries from the region mainly to improve trade relations, but also to cover the other
aspects of economic and political cooperation. The process of regional cooperation has been
constantly improved within the South-Eastern Europe Stabilization Pact. The Stability Pact is a
political initiative of more than 50 states and organizations, but its initial impetus came from
the EU in order to strengthen the region. Ever since its inception in Kéln on 10 June 1999, the
countries from the region have received assistance of over €25 billion, out of which €6 billion
were allocated to infrastructural projects.

Improving the regional cooperation, the Stability Pact reinforces the capacity of the South East
European countries to integrate in the EU. The creation of the regional free trade zone and the
cross-border cooperation for construction of regional infrastructure or suppression of
organized crime makes the road towards European Union more even. Besides this, the
economic growth connected to the regional cooperation, is a great motivating factor to the
population.

The Stability Pact supplements the stabilization and association process in the area of
regional cooperation. The Stability Pact gathers the countries from the region and the
international community at one table and functions as a link between EU and important non-
European donors, such as the USA and the World Bank. The Stability Pact creates a
consultation framework about issues in the scope of internal and external security policy which
have impact on the whole region and supports regional initiatives such as the South-Eastern
European Cooperation Process (SEECP), which is one of the most important common forums
of the South-Eastern European countries. Thanks to the Stability Pact, important bases for
economic growth have been established. Signing a total of 28 bilateral free trade agreements
and the creation of a regional energy market for a region of 55 million people, are important
signals to investors who can contribute to improvement of the economic climate.

2.2 System of governance

Territorially and administratively, FYR Macedonia (corresponding to EU Classification NUTS |
and 1) is divided into 8 Statistical Regions (corresponding to EU Classification NUTS Ill), 34
groups of Municipalities (equivalent to districts - corresponding to EU classification NUTS 1V)
and 84 Municipalities and the city of Skopje (corresponding to EU classification NUTS 1V).*®

There is a lack of cooperation among the different municipalities in the country in creating a
common strategy and goals for development of agricultural production, forest protection,
management of water resources and tourism development, still exists.

Aside from the respective Government Ministries outlined in section 2.3, the Association of the
Units of Local Self Government was formed in 1972 but was reconstituted when the new Law
on Local Self Governance was enacted in 1996. During the period between 1990-1996 when
there was no overall law on local governance, ZELS was very active on behalf of the
municipalities. The Association produced and disseminated model ordinances for its members.
It also provided a forum to debate these various models and participated in drafting the new
local governance law. Under the present governing charter, membership for the municipalities
is obligatory. ZELS consists of the Chamber of Mayors, whose members are all the mayors
and the Chamber of Councils, consisting of representatives from the Councils of all the units of
local self-governance in the Former Yugoslav Republic of Macedonia and the Standing
Committee which performs the function of an executive body, consisting of thirty members, out
of which 15 (fifteen) representatives are from the Chamber of Mayors and 15 (fifteen)

'8 Law on Territorial Organisation of Local Self Governments (RM OG 55/2004 and 12/2005).
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representatives from the Chamber of Councils. The president of the Chamber of Mayors at the
same time is the president of the Standing Committee and president of ZELS.

In the system of decentralisation, the areas where municipal competences have legally been
assigned include communal services, urban and rural planning, local economic development,
culture, education, environment, social welfare, child protection, fire protection and crisis
management, etc. The process of decentralisation has established incentives in turning the
rural areas into socially just, politically participatory, economically productive, and culturally
vibrant locations.

However, the Government recognizes that in addition to the necessary legislative changes for
alignment of the existing and enactment of new laws that will encourage the decentralization
process, attention should also be paid to the immediate needs of municipalities for capacity
building and institutional strengthening in order to successfully implement the transferred
responsibilities.

There is need to overcome the burden of bureaucratic mentality and transform local
governments into enabling institutions for private sector growth.

2.3 Major government ministries involved in SARD-M policies
Ministry of Agriculture, Forestry and Water Economy (MAFWE)

MAFWE is competent for agriculture and rural development, forestry and hunting, fishery,
animal health and veterinary public health, phytosanitary (plant protection and plant protection
products), seeds and seedlings, and water management. Key responsibilities of the MAFWE
are the formulation and implementation of agricultural strategy, policy and related measures;
drafting legislation; planning and administration of government-funded programs and
investments, including bilateral and international programs; and supervision, monitoring and
inspection services in areas of plant, seeds and seedlings, veterinary (epidemiological
services and disease control), forestry, fisheries.

In accordance with the Decision of the Government of the Former Yugoslav Republic of
Macedonia, no.19-4070/1 of 18 November 2005 (the Official Gazette of the Former Yugoslav
Republic of Macedonia, no. 5 of 2006), MAFWE has been appointed as a managing body for
the rural development of FYR Macedonia. In accordance with this Decision, it has the
obligation to establish an inter-sectoral group for rural development which will participate in the
National Strategy and the Rural Development Plan which is part of the overarching National
Strategy for Agriculture and Rural Development. With this Decision, MAFWE has been
appointed to program the activities, to monitor and assess the program, to coordinate the
activities, to coordinate and involve the various institutions and to supervise the financial
functions for rural development. The managing institution shall be the partner responsible for
the cooperation in agriculture and rural development with EC.

The MAFWE in 2004 prepared a “Strategy for the Approximation of the Macedonian Agro and
Food Economy to the Common Agricultural Policy (CAP) of the EU”, which foresees the
preparation of a “National Program for Agriculture and Rural Development for the period 2005-
2010"; a “National Strategy for Rural Development”, a Government Program for Agricultural
and Structural Policy and Rural Development. Rural areas are going to be divided into 2
groups: rural centres and specific areas; they will be further divided into 3 sub-groups: hilly-
mountainous, border and undeveloped. A Department for Support to Agriculture and Rural
Development and a Rural Development Unit has been established in MAFWE. They will start
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processes for understanding and overcoming problems of the rural populations, contributing to
the policy and measure design and implementation. Great emphasis is given to encourage
rural communities to diversify into new income generating activities, both agricultural and non-
agricultural, and to enhance local services to complement this development. This is also seen
as an important part of the European integration agenda that will allow accelerated access to
EU structural funds in the medium-term.

The Ministry is organized into 5 Sectors, 4 administrations and two state inspectorates for
agriculture and forestry. Approximately 430 staff members are employed by the Ministry, of
whom less than 20 percent are based in the headquarters and the balance in the 33 regional
offices. The Hydro-meteorological Directorate, an institution within the Ministry, has a total of
207 employees.

The State Agriculture Inspectorate (SAI) activities are stipulated in the Law on Agricultural
Inspection®. The SAIl central office, comprising the Director’'s Office, two technical divisions
and an administrative division, is responsible for the coordination of inspection activities. The
six Regional Offices carry out inspections on the agricultural, crop and animal production
sectors. Total staff is 27 (4 in the central offices, 23 in the regional offices).

The State Inspectorate of Forestry and Hunting controls and supervises the enforcement of
the Law on Forests®, the Law on Hunting?!, and all other laws and acts related to forestry and
hunting. The Forestry Police as a sector within the Ministry of Agriculture, Forestry and Water
Economy protects the forests in accordance to the Law on Forests. MAFWE administers the
state-owned forests and forestlands through the Public Enterprise "Macedonian Forests",
National Parks and Hunting grounds, and Public Enterprise "Jasen".

The Veterinary Inspection is within the Veterinary Directorate. The competences of the
National Veterinary Inspectorate are stipulated in the Veterinary Law??. It implements,
supervises and controls cross-border consignments of animal origin at 9 border crossings,
with 11 veterinary inspectors. Also, it supervises controls and checks animal health protection,
production and trading, raw materials and offal of animal origin inside the country, through the
veterinary inspectors in 25 local units, with 45 veterinary inspectors and 5 associates, doctors
of veterinary medicine. The veterinary—sanitary control and supervision provides enforcement
of the Veterinary Law provisions, to ensure adequate animal health protection against
contagious diseases which from the animals spread to people, veterinary protection and
upgrading of human and natural environment, production and trade with healthy edible
products of animal origin, etc. The Veterinary Directorate is administering an animal
identification and registration system based on the Law on Animal Identification and
Registration®, which is harmonised with the European legislation.

The Phytosanitary Inspection is within the Phytosanitary Directorate. The competencies of the
Phytosanitary Inspection are regulated in the Plant Protection Law?, Plant Health Law®, and
the Seed and Seedling Material Law”. The Phytosanitary Inspection Department has a staff of
21 which carry out the inland and border inspection of plants and products of plant origin and
issue phytosanitary certificates. The inspection service currently covers 14 border posts, 11
export terminals including 11 on road.

19 Official Gazette of the RM” N0.38/04.

2 Official Gazette of the RM” No 47/97, 7/00, 89/04.
2 Official Gazette of the RM” No 20/96, 34/97, 69/04.
2 Official Gazette of R. Macedonia no. 28/98.

= Official Gazette of RM 69/2004.

% Official Gazette of RM 25/98 and 6/00.

% Official Gazette of RM 29/05.

%8 Official Gazette of RM 39/2006.
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Bureau for Economically Underdeveloped Regions

By the 1994 Law for Stimulation of the Development of Economically Insufficiently Developed
Regions, the Bureau for Economically Underdeveloped Regions was established under the
Ministry of Local Self Government. The Bureau has a substantial experience in supporting less
favoured areas but is operating with insufficient funds.

In accordance to the national budget amount for 2006, the Bureau has prepared a Programme
for realisation of its assignments which intended to address the certain problematic issues as
stipulated by the Law. The Programme includes support to Projects for improvement of the
economic infrastructure, non-economic infrastructure, technical revision of certain activities,
training and education of local population in LFA, revision of the project results and outcomes
for potential further interventions, promotion of projects and favourable conditions in the LFA.

Ministry of Environment and Physical Planning

MoEPP has a legal obligation to design and implement the national environmental policy. It is
under an obligation to prepare a report on the state of the environment every three years.

According to the Law on Environment, consisting of the general principles of the
environmental protection, MoEPP is responsible for monitoring the protection of the
environment, soil, water, air, flora and fauna; protection against radiation and noise,
conservation of biodiversity, geo-diversity, national parks and protected areas, restoration of
polluted areas, waste, spatial planning, spatial information system and other activities as
stipulated in the law.

The Environmental Laboratory (12 staff and well-equipped) carries out measurements and
analyses of pollution. The State Environmental Inspectorate (eight inspectors in mid-2005, of
whom four are in Skopje), which operates within the MoEPP, supervises the implementation of
laws and other acts, as well as enforcement of and compliance with the conditions stipulated
in individual permits.

At present, the Ministry of Environment and Physical Planning (Law on Organization and Work
of the Public Administration, "Official Gazette of RM" No. 58/2000) is organized in to the four
following Departments: Department of Legislation and Standardization, Department of
Sustainable Development, Department of European Integration and Environmental Information
Centre, as well as three bodies as constituent parts, i.e. State Inspectorate of Environment,
Office of Environment and Fund of Environment and Nature Protection and Improvement.

The Department of Sustainable Development performs its activities through three Divisions:

+ Division for Projects Preparation
+ Division for Inter-sectoral Cooperation
+ Division for Implementation of Ohrid Lake Conservation Project.

The MoEPP has insufficient staff and, in particular, lacks specialised staff in areas such as
environmental impact assessment, monitoring, integrated pollution prevention and control, and
climate change. Staff levels and skills should be enhanced to ensure adequate performance.
The Spatial Information System and the Environmental Information System cover spatial
information and environmental data management respectively. The number of inspectors is
clearly insufficient while the number of prosecutions for breaches of environmental law
indicates that enforcement levels are very low. This can be attributed to various factors, such
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as the lack of human and financial resources, the weakness of the legal system and the
judiciary, and deficiencies in the legislation.

Within the Ministry, there is an individual Department for Sustainable Development with highly
educated professionals. Nevertheless, the Department has personnel weaknesses as well:
only few of the employees have training on sustainable development, the staff number doesn’t
correspond with the actual demands of the coordinative tasks, their motivation is
disproportional.

2.4 NGOs working on sustainable mountain developmen t

MAKMONTANA is the only NGO working exclusively on the sustainable mountain
development and is active in the process of incorporating international conventions and
strategies into national policies and decisions and raising awareness on them.

At the national level, the Ecologists movement in a more general sense works for the
protection of environment. There are several NGOs working at the local level in terms of the
support and development of the mountain regions, such as DOR (NGO from Kocani) working
in the eastern part of the country on the sustainable development of the Osogovo Mountain.

Others key stakeholders identified as important for their key role in NARDS and for the
development of mountain areas are the following:

- Agency for Promoting the Development of Agriculture (AIDA) that includes the former
Research Centres for Development of Agriculture;

- National Extension Agency, an independent body financed directly from the Macedonian
Government, committed to the provision of advisory services to farmers and farmers
associations on the latest scientific achievements and the direct implementation of the
programme for agriculture and rural development;

- Agency for implementation of the “Law on stimulation of development of the economically
under-developed areas” under the Ministry of Local Self-Government.

2.5 Sustainable development strategies

There is no specific focus on mountains addressed in any of the development strategies that
are underway.

National Agriculture and Rural Areas Development St rategy

The preparation of the the National Agriculture and Rural Areas Development Strategy, as well
as the individual mid-term operation plans is a government responsibility and precondition for
the preparation of the IPARD Plan (EU pre-accession funds) and a high priority activity in the
institution itself. The preparation of this strategy is underway.

This document will describe the planned measures and activities in the area of agriculture and
rural development which should be financially supported and provides justification of planned
measures in order to ensure effective and efficient further accession to EU funds.

The main objective of National Strategy for Rural Development is to define an efficient
agriculture and rural areas development policy in accordance with the Law on Agricultural
Policy (LAP). The Law for Rural Development is in governmental procedure and it is expected
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to enter into force by the end of 2007 or following the enactment of the Law for International
Paying Agency. In general, the Law on Rural Development, among other objectives, will
stipulate the rights and responsibilities of the MAFWE as the competent authority for
agriculture, food and rural development, rural development policy, agricultural information
system, establishment of the IPA, incorporating measures for rural development addressed
for: improvement of the living conditions in the rural areas, support for environment protection
and ecological aspects of production, etc.

Mountain development is currently not covered, but in the near future the sectors responsible
for implementation of the strategy shall incorporate activities and further measures that will
support development of the mountain regions.

In accordance with the European Partnership Action Plan, item 3.11-108- 2- 3/ 8, a full
establishment of a basic structure of a body in charge of rural development, including
strengthening the human resources, should be in a planning module.

Since at present there is no such institution in charge of the implementation of EU pre-
accession funds, a body which could manage the EU funds for agriculture and rural areas
development, both in the pre and post-accession periods, should be put into place. Therefore,
it is necessary to establish administrative structures which would guarantee proper
management of the EU agriculture and rural development funds.

National Strategy for Sustainable Development

The Ministry for Environment and Physical Planning has implemented several activities for
promoting sustainable development in general and specifically the formulation of the National
Strategy for Sustainable Development which is in a preparatory phase.

In this respect, the Government of the Former Yugoslav Republic of Macedonia, by a decision
taken on 29 March 2004, has assigned the Ministry of Environment and Physical Planning to
coordinate the process for preparing the National Strategy for Sustainable Development. The
MoEPP has defined the activities and recommendations for preparing the NSSD with an
Action Plan for the period from 2004 to 2005 and has submitted a project proposal to the
Swedish Government. The Project is funded by SIDA and managed by Scan Agri SA and
started in February 2007 and will last until March 2008. This document will provide the basis
for long-term and synchronised economic development and at the same time act as a socially
and legally responsible and acceptable form of environmental protection. One of the planned
activities is the establishment of a National Council on Sustainable Development and the
preparation of a manual for implementing the Local Action Plans for Sustainable Community
(Local Agenda 21).

A wide range of stakeholders are involved in the process: the Government, the Ministry of
Environment and Physical Planning, the Ministry of Agriculture, Forestry and Water Economy
(MAFWE), the Commission for Economic System and Current Economical Policy, the
Assembly of the Republic, the Commission for European integration, experts teams,
representatives of NGOs, business sector, professional associations, unions and civil society.

Biodiversity strategy

This strategy acts as a basic planning document (developed by the MoEPP in 2003) and
defines an integral approach to the conservation and sustainable use of the components of
biodiversity, while the Action Plan encompasses specific activities which must be
accomplished in order to achieve the overall aim and objectives as specified in the strategy.

39




Sustainable Development Strategy for Forestry

In 2004, a project to develop a long-term Sustainable Development Strategy for Forestry in the
Former Yugoslav Republic of Macedonia was approved by FAO (the United Nations Food and
Agriculture Organization). The project goal was to develop a Sustainable Development
Strategy for Forestry for a period of 20 years, aimed to create sustainable development
capacities and protect and manage the forestry resources of the country.

Additionally, this document will define the economic, the environmental and the sociological
aspects of forestry sector in a bid to strengthen profitability, competitiveness and sustainability
of forests in FYR Macedonia. The process of preparing the Strategy is based on the principles
of participation of all stakeholders and of integrating forestry into the national development
strategies and plans. The strategy will be implemented by means of a well- defined Action
Plan which will include measures and activities for future development of the forestry sector
within a determined time dynamic and an assessment of necessary material and human
resources for its fulfilment.

Donors’ programmes organizations supporting the sus tainable mountain
development

UNDP Country Office in FYR Macedonia plays a major role in terms of supporting regional
development, including in mountainous areas. UNDP helps in seeking out and sharing best
practices, providing innovative policy advice and linking partners through pilot projects that help
poor people build sustainable livelihoods. UNDP’s support to the environmental sector focuses
on two areas: (a) strengthening the policy framework for environmental management and
sustainable development, and (b) providing support for the implementation of priority policy
goals at the local level. In addition, UNDP has been working to assist the Government in
meeting commitments which stem from international conventions.

UNDP has established a strong network of partners at the local level and is considered a major
player in efforts to facilitate the decentralization reform and enhancing local governments’
capacity to undertake additional competencies, provide public services and promote LED.

UNDP has the unique advantage of having collaborated with all 83 municipalities in the
country’s various projects (short-term employment, small infrastructure improvements, water
supply and sewage systems, ICT for development, environmental management, institutional
support, etc.). Many of these activities are co-funded by various bilateral and multilateral donors,
including Governments of Norway, Italy, Sweden, Netherlands, Council of Europe Development
Bank, USAID, Open Society Institute, etc.

The 2005-2009 UNDP Country Programme Document (CPD) recognizes that the country’s
ambition to reduce poverty through economic growth, job creation, improved domestic
investment climate and integration with the institutions of the EU, requires different and new
policy approaches, especially in the economic and social sphere. Therefore, UNDP efforts in
pro-poor policy advocacy and support to the formulation of strategic poverty reduction policies
(in line with the national MDG targets) are complemented by interventions aimed to increase
the currently low level of capital utilization and the large pool of unemployed by providing
economic opportunities for their deployment in boosting the economic growth rate. One of the
CPD outputs aimed to contribute towards achievement of this outcome is the support to the
creation of enabling environment for economic regeneration and development at local levels.
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A wide range of support facilities to the SME sector have been developed over the years,
including business development services and finance opportunities. A lot of international
stakeholders are active in this area providing financial and non-financial services, like EU’s
PHARE programme (now EAR), EBRD, WB, DFID, GTZ, FOSI, MRFP, etc.

World Bank provides support through Community Development and Culture Project that
comprises the following components:

+ Integrated Site Development - this component has the aim of developing cultural industries
and activities in several regions, through priority investments, conservation measures and
capacities strengthening. During the four-year term of the project, this component will be
implemented in seven regions.

+ Institutional Development at the National Level - this component has the aim of supporting
activities on the local level, through implementation of national level activities, such as:
Preparation of an assessment and national action plan for tourism, with an emphasis on
the cultural and eco-tourism; Preparation of an assessment and action plan on handicrafts;
Preparation of a computerized database of cultural heritage.

In general conservation measures support the adaptation of an old Macedonian buildings and
artefacts to accommodate tourists, while keeping all the characteristics of the Macedonian
tradition and the architecture typical for the specific region mainly located in the mountain areas.
Main activities are preserving the outside and inside architecture of the houses with all the
additional objects that are typical for old Macedonian villages.

The Government of the Former Yugoslav Republic of Macedonia is implementing a two-year
project for the preparation of a National Strategy for Sustainable Development, funded by the
Swedish International Development Cooperation Agenc vy (SIDA).

The Macedonian Agricultural Advisory Support Program (MAASP), funded by SIDA, is

strengthening the Macedonian advisory systems in providing services to rural households
which would match and fit the specific livelihood strategies of rural communities.
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3. SITUATION OF SARD-M POLICIES (Assessing the impa cts,
strengths and weaknesses of policies, institutions and
processes)

3.1 Impacts of strategies and policies

There are valuable ratified policy tools, such as conventions and strategies that could be
utilised in the efforts towards sustainable development of mountain regions. Their goals and
objectives, as well as the supporting guidance, work programmes should be duly taken into
account for responsible policy- and decision-making.

Nevertheless, in terms of mountain regions development, these legally binding and non-binding
documents, are not being utilised to their full potential. It is especially difficult to make an
extraction and put these documents into practice for SARD-M due to their complexity, as well
as the insufficient knowledge and lack of capacity among decision-makers on them.

The general objectives of existing policies or the policies under study are concerning the
protection of sustainable and rural development. Until now there was no policy with a specific
focus on the mountain development. In this respect the positive impacts are related to few
general principals of the sustainable development in certain way and includes an integrated
approach, precaution and prevention, public participation and stakeholder involvement.
However, further arrangements should be more focused on the strengthening the cross border
cooperation (transboundary and international cooperation). The National Strategy for
Sustainable Development is currently in the process of being developed, but so far, none of
the different political constituents have had significant influence on the planning process for
elaboration of the Strategy.

Other programmes or strategies, policies or programmes have been identified with important
impacts on mountain people livelihoods such as:

+ The Macedonian Agricultural Advisory Support Program (MAASP), funded by SIDA, is
strengthening the Macedonian advisory systems in providing services to rural households
which would match and fit the specific livelihood strategies of rural communities;

+ The Macedonian National Forestry Policy and Strategy is promoting processes to
conserve and manage forest resources, and to enhance their economic, environmental
and social contribution to the well-being of Macedonian society.

Moreover, measures, programs and projects have been mentioned for their significant role on
mountain development, acting towards the:

+ Enhancement of the environment and countryside (i.e. support for sustainable land
management, including supporting farming in mountain areas or other areas with
particular handicaps, schemes to protect biodiversity, habitats and landscapes, support for
environmentally-friendly farming and forestry methods, including organic farming);

+ Enhancement of the quality of life in rural areas and promoting diversification of economic
activities, including the provision of basic services for the rural population (e.g. roads,
electricity, water, sewerage), the renovation and development of villages, the support to
development of new economic activities to diversify the rural economy.

There are several pieces of the Macedonian legislation that only have an indirect impact on

SARD in the mountain regions.
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The Law for Nature Protection, 2005 stipulates among others, the following objectives that
have indirect impact the mountain development and protection:

Monitoring of nature conditions

Protection of biodiversity

Establishing a network on protected areas which have a status as a natural heritage
Providing sustainable use of the natural heritage without significant damage on the parts
and balance of nature.

Various by-laws related to national parks are still in development, but should be completed by
the end of this year.

The Constitution of the Former Yugoslav Republic of Macedonia enshrines the key principles
of sustainable development and provides for specific protection for all natural resources, flora
and fauna. The basic legal framework for environmental protection is provided by the new Law
on _Environment, in force since September 2005. One of the aims of the Law is to bring the
legal framework into line with community legislation, but a large number of by-laws must still
be adopted before the Law can be fully implemented. In addition, some environmental issues
are governed by sectoral legislation, which shows some measure of alignment with the acquis.

The 2004 Law on Territorial Organization of the Local Self-Government®’ defines villages as
“mono-functional populated areas, in which one business activity is predominant, whereas the
ground has agricultural physiognomy and function.”

The 2002 Law on Local Self-Government %8

competencies of the Municipalities:

stipulates, among others, the following

Environment and nature protection

Urban and rural planning

Local economic development (determining development priorities, running of local
economic policy; support the development of small and medium size enterprises and
entrepreneurship at local level, participation in the establishment and development of local
network of institutions and agencies; promotion of partnership)

Communal activities - water supply (including potable); water drainage and waste water
purification; maintenance of public hygiene; solid waste management; regulation and
organization of public local transportation; supply of natural gas and heating energy;
construction, maintenance of local roads, streets and other infrastructure facilities (parking
spaces, markets; parks, park-forests and recreational spaces)

Culture - preserving of cultural heritage; celebration of events and persons of importance
for the culture and history of the municipality

Recreation - development of recreational activities of the citizens; maintenance and
construction of recreation facilities of public interest for the municipality

Social welfare and child protection — kindergartens and homes for the elderly

Education — establishing, financing and administering of primary and secondary schools, in
cooperation with the central government

Healthcare — governance of the network of public health organizations and primary care.

The new Law on Local Self-Government gives expanded responsibilities for the local
governments in the area of local economic development. The Law is accompanied by a three-
year Action Plan, which outlines the main steps and identifies the key players involved in the

270G No. 55/2004.
% 0G N0.5/2002.
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reform process adopted by the Government of the Former Yugoslav Republic of Macedonia.
Among the main laws to be adopted are the new Law on Local Government Finance and the
amendments to the Law on Territorial Division.

Concerning the Less Favoured Areas (LFA), the 1994 Law for stimulation of the Development
of Economically Insufficiently Developed Regions® addresses issues facing the country at the
national, regional and local levels taking into account the specificities of and linkages between
lowlands and uplands and provides determination criteria for three types of specific regions
and for the rural centres as follows:

Hilly-mountainous regions are the inhabited areas located at more than 800 meters above
sea level that have distinct mountainous terrain configuration or, exceptionally, inhabited
areas at more than 600 meters above the sea level, if they are with distinguished
mountainous characteristics.

Border regions are the inhabited areas in the regions that are up to 5 km from the state
borders, including the inhabited areas that are farther than 5 km from the borderline, but
are the first inhabited areas near the border. The inhabited areas with developed
economic activity and built infrastructure do not have the status of border regions.
Extremely undeveloped inhabited area have a low level of economic activity, are more
than 10 km away from the city centre, without road access and basic infrastructure, high
migration and small population density.

Rural centres are the larger inhabited areas located in the centre of the economically
underdeveloped regions where there are conditions for performing diversified economic
activities which makes them "centre" of the development in that region. Municipalities may
be rural centres, except for the ones with characteristics of cities.

The law further determines the:

Institutional set-up (it establishes the Bureau for Economically Underdeveloped Regions,
under the Ministry of Local Self Government)

National budget funding (up to one percent of the country’s GDP). At its peak in 2002, the
Agency operated with an annual budget of approximately € 9 million while in 2006 the
budget was down to €3.3 million, far below the real needs, and

Eligible measures (grants for economic and non-economic infrastructure projects, partial
interest refund on domestic and foreign loans, investment support for economic
activities/projects, employment creation, training and pensions, disability and health
insurances, and for research related to economically underdeveloped areas).

As stipulated in the 2006 Decision for Determining the Economic Underdeveloped Areas®’, 64
percent of Macedonian villages are eligible to be supported under the above mentioned Law.
The total number of Rural Centres is 113 (out of which 20 have the status of Specific Regions
also). The total number of villages with status of Specific Regions is 1,005 delineated as
follows:

51 percent are hilly-mountainous villages, mainly spread in the South-West region,
followed by Polog and Pelagonia, North-East and East and the smallest number of them is
located in the Vardar and South-West regions and Skopje;

33 percent are extremely undeveloped villages, largely located in the East, Vardar and
Pelagonia regions and in the North-East region;

15 percent are border villages located along the border lines.

2 0G No. 2/94 as amended by OG No. 39/99: Source: Bureau for Economically Underdeveloped Regions.
%9 0G No. 17/2006 and 54/2006 Source: Bureau for Economically Underdeveloped Regions.
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Under the current decision, around 69 percent of the national territory and around 17 percent
of the total population are covered.

In addition the Government adopts a Program for Expansion of Forest Reproduction for 2005
stipulated in the Article 69 of the Law on Forests *, according to which the following measures
were funded:

Forestation of 673 ha of barren and eroded state-owned forest lands in 12 regions. The
largest forested area is Sveti Nikole — 160 ha, Kumanovo — 115 ha, Shtip- 100 ha, and in
the other 9 regions, the forested areas range from 20 ha -85 ha;

Care of forest crops developed artificially by spacing and cleaning of 912 ha area of 8
forestry farms. The largest interventions were made in Sveti Nikole area — 249 ha, Shtip —
200 ha, Kumanovo — 190 ha and Veles -100 ha by spacing and cleaning;

Amelioration of degraded forests and bushes on an area of 60 ha in two forestry
companies;

Supply of forest seedlings for private forestation and implementation of the Macedonian
Youth Ecological Activity. During 2005, 557,000 seedlings were provided of which
451,000 were used for foresting of private land, mainly of bare areas, fields, meadows,
and deserted non-arable areas and for reforestation of woodcutting and restoring of partly
or fully destroyed forests (burnt, dried or grazed out by animals);

Protection of forests from diseases, pests and putting out forest fires. The activities for this
measure in 2005 were focused on prevention of further spreading of the harmful Porthetria
dispar L., in which air spraying of oak forests on 14,000 ha area was applied in a number
of regions. This pest is very dangerous for the oak forests, but when over-reproduced, it
can endanger other forests and fruit trees. This activity was done in coordination with the
State Forestry and Hunting Inspectorate, Faculty of Forestry — Skopje and PE
“Macedonian Forests” — Skopje.

The Forestry Sector of the MAFWE is responsible for the implementation of the Program. The
works were done on areas managed by the PE “Macedonian Forests” — Skopje, that is, their
branches — the forest estates.

3.2 Strengths and weaknesses of institutions

The role(s) and participation of all key stakeholders to the Sustainable and Rural Development
policy needs to be clarified to avoid duplication or gaps in the geographical coverage and
typology of intervention.

In addition to providing policy-making skills, officials are helped to better administer policy and
projects and are encouraged to act as the main initiator of activities, using public spending and
regulatory powers. Representatives from the private and public sectors are brought together to
define local priorities and economic potentials of their communities. They then develop an
action plan and carry out specific projects in support of local economic development. In 2004,
under the supervision of UNDP, this type of project was piloted in the municipalities of Kicevo
and Stip, and will be expanded to three more municipalities.

Generally, capacity at the national level should be strengthen by drawing on experience from
the local level in terms of raising awareness and increasing understanding of how to
implement existing laws/policies that are related to sustainable mountain development at the

31 0G No. 47/97, 7/2000 and 89/2004; Source: Ministry for Agriculture, Forestry and Water Economy.
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local level. National level capacity will also be strengthened through improved management
and increased coordination across agencies and sectors working on the sustainable mountain
development. Lessons learned from the pilots/demonstrations will be a source of inputs to
policy development and dissemination.

3.3 Strengths and weaknesses of SARD-M policy formu lation and
implementation processes

Political processes
Commitment of the top leadership and local authorit ies to sustainable development

The Former Yugoslav Republic of Macedonia has two global commitments, which are full
integration in the EU and NATO, and many particular strategic commitments, that include
numerous priorities. Usually, practical effectuation of the priorities is missing, therefore high -
level capability for strategic governance cannot be perceived. Strategic documents on the
specific areas, organizational structure, legislation and motivation for implementing the
strategy are assessed as insufficient. There is obviously a vast space for further improvements
in this domain, which would result in positive influence in the strategic planning of
development assignments in the public administration bodies.

The subsequent conclusion is that the capacities of the present political leadership are
inadequate to create and lead a policy of sustainable development. The systematic and
strategic approach in the planning process should be valued in terms of incorporating the
fundamental criteria of the sustainable mountain development in order to reach sustainable
results in all fields of the human activities.

Mechanisms for engagement of all stakeholders

Collaboration between Ministers and Departments as a permanent practice, both in the state
institutions and local authorities is missing.

Concerning sustainable agriculture and rural development, FYR Macedonia has not created
any National Council(s). The Ministry of Environment and Physical Planning is the national
coordinator for the implementation of targets and recommendations of Agenda 21 and the
Ministry for Agriculture Forestry and Water Economy is responsible for rural development.

Participation of the remaining stakeholder representatives is also missing. Ministries are
committed to establish National Councils, composed of representatives of various
stakeholders, for certain issues, thus providing qualified decision-making for sustainable
development.

In order for such Councils to effectuate their functions, there is a need for an, additional
enlargement of professional resources, directly involved in the realisation of development
strategies. In that sense, consolidation of the organizational and management system, and
also human resources is needed, especially in the responsible departments of the respective
Ministries.

The engagement of all stakeholders is integral for providing more secure and more
prosperous future. The activities should be organized by all entities in a reasonable way in
direction to decrease the poverty, hunger, diseases, illiterate population, the social differences,
degradation of the ecosystem. Since sustainable development is economic development
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which is socially respected, ecologically acceptable, it is only possible to create a functional
system for sustainable development, through intersectoral efforts.

Willingness to follow-up on legislation that has be en passed in order to ensure that it
is “working” on the ground

The Ministry of Environment and Physical Planning and the Ministry for Agriculture Forestry
and Water Economy, as governance bodies, are in full and direct communication with state
agencies and other stakeholders, and they are obliged to undertake concrete activities
regarding decisions made within its competence.

Furthermore, such a make-up provides a direct influence on the other state agencies, aimed
towards observing the principles of sustainable development. This clearly shows the basic
readiness and political will to accept the concept of sustainable development.

There are mechanisms for the integration of environmental aspects into other policies,
particularly at the level of strategic documents and in sectors where the link with the
environment is clear, such as spatial planning, energy efficiency, health, agriculture and
research. However, the actual use of these mechanisms appears to be limited.

When legal regulations are concerned, the mechanisms of control over their implementation
are missing, which, in combination with an insufficiently efficient judicial system, results in laws
that are not enforced, and sanctions that are not applied.

Participatory process

Consultation forms, communication systems to educat e and involve all stakeholders
in the development or/and implementation of the SAR D-M policies, steering
mechanisms

There is no specific steering mechanism for SARD-M.

Generally speaking, public awareness in the country (in general, including large part of the
political constituency) that relates to sustainable development is insufficient. Concerning the
communication systems in general for sustainable agriculture as well as the rural development
as separate issues, the picture is rather vague, which is due to the: insufficient participation of
the stakeholders in the decision-making processes, envisaged in the regulatory legislation;
certain degree of bureaucratic closure of the state agencies and institutions has been noted
and insufficient interest of the relevant stakeholders for such collaboration.

Public participation is very useful in order to inform policy and practice by allowing different
groups of stakeholders and citizens to deliberate over issues of sustainable mountain
management.

However, the participation as process should be fairer and more transparent, so that different
groups and individuals can see that their views and values have been considered and, where
appropriate, incorporated into decision-making. Research and evaluation of participatory
processes can provide insights that can help make good practice more effective.

Technical processes

Mechanisms and institutional arrangements to  ensure convergence,
complementarities, coherence and co-ordination of p olicies
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There is an obvious lack of clarity in the responsibilities and accountabilities assigned to
different institutions concerning the development of mountains. In general, the government
institutions mainly establish co-operation with international institutions/organizations and
scientific institutions (in spite of common absence of interlinked co-ordination and co-operation
between Ministers), while on the level of local authority and non-government organizations,
the co-operation exists on a lower scale.

In particular, there is a lack of cooperation among the different municipalities in creating a
common strategy and goals for development of agricultural production, forest protection,
management of water resources and tourism development.

As to the co-operation with the business and industrial sectors, it is relatively scarce.

Human and institutional capacities, tools and syste ms to collect and understand
information needed to formulate policies

The human resources, knowledge, technological resources, access to literature and information,
as well as finances are assessed as partially adequate for the elaboration and implementation
of a National Strategy for SARD.

In the Ministries (as executive bodies of the central authority), with relatively well-defined
competencies (functions), professional human resources are insufficient for performing basic
activities. There are two reasons for this: considerable, but still insufficient numbers of
government personnel are included in educational upgrade programs, and second, a high-
level educational institution for public administration has not been established until now.

Further support to institutional and human capacities is needed with a priority needing to be
placed on improving their capacities for policy formulation.

Management capacities and systems to share informat  ion, resolve conflicts, build
consensus, balance technical and local knowledge, e  tc

Participation is also an educational and learning process in which organisations and people
can learn from each other about their different values and ways of viewing the world.

Stronger political support for management of capacities and improvement of systems for
sharing information as well as resolving conflicts should be expected.

Monitoring and evaluation systems and ensuring acc ountability

In regards to the administration’s performance, it can be stated that until 2000, explicit criteria
concerning monitoring and evaluation of the state agencies were absent. With the recent
passing of new legislation and the establishment of the Agency for government employees,
monitoring and evaluation criteria have been introduced.

Support measures for a certain number of traditional products are without a defined concept
as to their expected effects and objectives to be achieved. With a predominantly social
character, the measures were without clearly defined criteria regarding the application process
for support and an absence of successful systems for monitoring, control and assessment of
the impacts.
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Financial mobilisation
Sufficiency of funds

Certain financial mobilisation elements within the national budget and other resources can be
identified. In addition, the national budget envisages funds for restructuring companies, for
poverty reduction, as well as for social and healthcare programs, improvement of the
agricultural production, development of the economically undeveloped regions, etc.

A systematic approach to funding sustainable development is still absent. At this stage, all
elements that could be related to sustainable development are funded individually, through
investments in the business sector, credit made available by domestic banks, concessions,
direct investments, loans, and others. For further interventions, different alternatives for
funding sustainable development should be identified such as: funds, donations, tax benefits.
Therefore, a need for additional foreign inputs was confirmed.

The overall public expenditure in agriculture in 2005 was MKD 1,736 million (€ 28.3 million) or
around 1.7 percent of the total Government budget which is low if compared to the contribution
of the sector to the national economy (12 percent of GDP), and the number of people living in
rural areas (around 40 percent)®

The increased overall budget of the Ministry of Agriculture Forestry and Water Economy
expenditure in 2006 amounted to €23.7 million. In 2007 further budget increases to the
MAFWE are planned in the amount of €34 million. Two main pillars of the MAFWE policy in
terms of planning future resources are the Agricultural Development Programme and the Rural
Development™®.

For this purpose, MAFWE has planned to:
increase gradually the amount of funding for the Agricultural Development Program (from
€ 16.9 million in 2007 up to € 20 million in 2010);

- increase gradually the amount allocated for the national rural development program (from
€ 2.2 million in 2007 up to € 3.3 million in 2010);

- allocate co-financing for IPARD funds (from € 0.7 million for 2007 to € 4.16 million for
2010).

Dependency on donor funding

EU funded Structural and Legal Reforms Project: The Sector for Financial Support and
Rural Development, within MAFWE in 2005 in cooperation with the other Ministry departments,
with support of the EU-funded Structural and Legal Reforms Project (within MAFWE),
prepared the National Rural Development Pilot Program for the period 2006 to 2008. Its
general goal is to establish support systems in the country in order to facilitate rural
development measures according to the EU measures and administrative systems. The first
specific program goal is to support targeted users for improving agriculture and rural areas
competitiveness and sustainability, and the second specific goal of the program is to establish
the necessary administrative systems within MAFWE to properly manage the EU pre-
accession funds for rural development. The total amount of budget funds approved for this
program in 2006 was 45 million denars. In the first quarter of 2006, the sector responsible for
rural development, together with the other key institutions, has proposed specific measures
and implementation criteria for this program**

Source Ministry for Agriculture, Forestry and Water Economy, elaborated from the Annual Report 2005.
Source Head of Department for Financial Support and Rural Development within MAFWE.
* Source: Head of Department for Financial Support and Rural Development within MAFWE.
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IFAD Project: The IFAD project for rural recovery (Southern and Eastern Regions Rural
Development Project IFAD 1 and Agriculture Financial Services Project IFAD 2) represents
the overall majority of donor credit programs  present in the country. Together with MAFWE
IFAD has developed commercial credit lines which began in 1997 and continue in the second
phase - IFAD 2, to be completed in June 2007.

Loans are available to individual farmers and firms dealing with processing and trade of
farming food products with interest rate of 6 percent, i.e. 7 percent for funds provided through
commercial banks. The servicing of loans, including the grace period, is from one to seven
years, depending on the purpose of the loan. The available credit categories are given in the
table below.

Table 6 — Available Categories of the IFAD Credit Line

Category

Micro credits
Primary production credits

Credit for the processing factories
Credit for trading with farm and processed products

Source: International Fund for Agriculture Development.

Additionally, the Ministry of Local Government through the Bureau for Underdeveloped
Regions participates in subsidizing interest rates to IFAD 1 and IFAD 2 credit users who live in
the underdeveloped municipalities. The credit portfolio of IFAD 1 and IFAD 2 per credit
categories until December 2005 has been summarized in the table below.

Table 7 - Credit portfolio of IFAD 1 and IFAD 2 according to credit categories, 2005

Credits Number of Percentage of Total Percentage Average
approved total number amount of of amount of

credits of approved approved approved credit in €
credits credits in € credits

Micro credits

Primary production
credits

Credits for agro
processing

Rural trading credits

Total
Source: International Fund for Agriculture Development.

IFAD has provided € 5,152,005 (about 70% out of the total number of approved loans), while
the private financial institutions which implement the credit program, have supplied the
remaining amount of € 209,260. The largest amount of approved credit has been used for
planting and restoring vineyards. The majority of the approved credit in the cattle-breeding
sub-sector has been used for raising milking cows and only a small amount for fattening cattle.
In the vegetable growing sector, the largest amount of approved loans was between € 2,000
and 10,000.
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4. Summary of findings

4.1 SWOT (Strengths, Weaknesses, Opportunities and

Threats) analysis

Table 8 — SWOT Analyses of the entry point for national SARD — M policies

Strengths

Institutions

-

Established institutional Departments/Bureau
responsible for the sustainable agriculture, rural
development as well as development of less
favoured areas

Policy processes

-

Preparation of National Strategies for rural and
sustainable development is underway

Active working groups in scope of preparation of
both  sustainable agriculture and rural
development strategies

Policy processes

-

Institutions with low capacities (unable to design
or implement practical plans or monitoring and
evaluation procedures for development of
mountain regions)

Country organization on highly centralized level.
Migration process (village — town) is still very
present

Systematic approach in funding sustainable
development is still absent

Local government officials simply lack the vision,
knowledge and skills, lack of long-term strategy
for development of mountain regions. Lack of a
corresponding institutional framework in charge
of development of mountainous regions

Little co-ordination between the municipalities
and with their hinterland. Poor inter-sectoral
communication among all key stakeholders.

Non familiarity with the concept of integrated
development, respect towards the environment,
and the concept of human security, including
environmental security

Lack of an integrated strategy for the support of
rural economy (infrastructure, crafts, businesses
and rural tourism)

________ Opportuniies ___y

Policy processes

-

The policy measures for support shall produce
development and economic growth with positive
impact on the income and social stability of the
people living in mountain regions

Gradual harmonization of the national policy
measures with the EU policy measures for
SARD-M

To clarify the role of each policy in order to avoid
duplication or gaps in the coverage and typology
of intervention

Formulation and implementation of consistent
rural development policies

Willingness of the local governments to
implement new policies for rural development

Policy processes

-

Difficulties in distinguishing the responsible
authority which may result in a loss of certain
funds addressed to support of the sustainable
and rural development of mountain region

Lack of reliable statistical data on rural areas
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4.2 Lessons learned
Policies

Due to certain institutional interests, policies are addressing sustainable development in a
non-harmonized manner , which diminishes their beneficial impact on national level.

Strengthening the competitiveness of the national a griculture and rural development s
the focal point and basis for further sustainable development.

A governmental policy framework for rural development is being set up, but it is not as
sensitive to the mountain areas, as initially planned.

Different policies are affecting the mountain environment as well as communities. Policies
particularly relevant to mountain regions are are focused on infrastructure development,
employment, education, services access and provision, environmental protection, natural
resources management, poverty reduction, decentralization and local development, etc.

The process for establishing a National Strategy for Sustainable Development , which
presumably will have an impact on SARD and mountain territories, has been initiated with
the participation of a wide range of stakeholders, from the governmental and non-
governmental spheres.

There is no framework supportive to the sustainable development of mountain areas at
the local level — although there is governmental initiative on sustainable development.
Nevertheless, some municipalities with mountain profiles are adopting local development
strategies according to Agenda 21 principles.

Institutions

Government institutions  that deal specifically with agriculture and rural development do not
seem to have specific strategies for mountain areas. The lack of an institutional attitude to
implement processes for sustainable development is also emphasized, especially with
regards to the participation of civil society in development.

A reform of the public institutions should support the implemention of support policies for
improving their capacities to face increased competitiveness.

No specific Agency for Mountain Development  has been established.

The Ministry of Environment and Physical Planning is another significant institution
dealing with mountain areas, engaged at different levels with environmental and natural
resources protection in mountain areas.

There is a weak mountain perspective in the national agricultural advisory services
despite the fact that the Macedonian Agricultural Advisory Support Program is a program of
the Ministry of Agriculture aiming to improve the national agricultural advisory services so that
they consider the diversity of people’s livelihood strategies in the different territories.

Processes

Networking mechanisms  with non-governmental sectors and financial mobilization
mechanisms are missing.
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The budget resources are limited. A major role will thus be placed on the availability of the
EU pre-accession funds and other donors

4.3 Recommendations and proposals for follow-up act ivities

The analysis is expected to generate comments among the involved and interviewed
stakeholders in order to review their goals and validate the information acquired.

Policies

Development of policies for improving the living st andards of the mountain
population

It is recommended to develop a solid program for improving the living standards of the
population in the mountain regions through:

economic growth that has a positive impact on the income and social stability of the
people living in mountain regions;

the establishment of body responsible for promotion of the Macedonian tr aditional

products (originating from the less favoured areas). This body will have major objective
to organize promotion as well as export to foreign markets, quality standardization, and
promotion of national brands. In addition it should provide support to the competitive
entrepreneurial producers and to products with a comparative advantage in domestic
and foreign markets;

a rural credit system acceptable for the farmers and other producers from the LFA;

the improvement of sustainable transport policies , as well as the energy and industry
sector. In addition, it is necessary to improve the current and ensure future sustainability
of mountain region infrastructure by reinforcing the existing capacities

the development of sustainable tourism through the development of ecotourism
projects. Local and national ecotourism development strategies and policies (increasing
investment on tourism facilities, creation of employment opportunities, enhancement of
the public stakeholders and experts' participation, etc.) should be developed. In this
respect it is essential, prior to the formulation of ecotourism projects, to interview the
people living in the mountain regions and investigate the profile of the mountain region.
Furthermore, with the development of feasibility studies, all potential ecotourism
development areas, including mountain, forest and wetland environments, can be easily
identified.

Development of a set of policy instruments for envi ronmental development of
mountain regions

To protect and preserve natural cultural resources, it is very important to use of
“environmentally-friendly” energy resources (renewable energy) that will reduce the
damaging of mountain biodiversity and landscapes through:

Lo S S S

Protection of Natural Heritage and Wildlife

Preservation of Cultural Heritage

Sustainable Agricultural Policies

Sustainable Water Management Policies

Sustainable Community Development and Spatial Planning
Improvement of Environmental Assessment
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+ Protection of forests and improvement of sustainable forest management as well as and
land use policies.

Harmonization with EU SARD-M policy

Gradual harmonization of the national policy measures with the EU policy measures for
SARD-M is of great importance for sustainable rural development in the mountain regions in
compliance with the National Program for EU Integration and the Action Plan for European
Partnership. In this respect the future activities and reform priorities will be in terms of
national adjustment towards EU integration, including institutional and legislative adjustments
for implementing the EU IPARD funds.

Institutions
Strengthening of the capacities of the policy-maker S

Strengthening the capacities of policy-makers at the national and local levels will ensure the
provision of an effective long-term strategic planning and implementation of development
policies.

Strengthening of the administrative capacities and capacities of local governments

As major support should be focused to the strengthening of the administrative capacities
and capacities of local governments in the area of local economic development, providing
training to local municipal officials in methods for local economic development, equipping
them with leadership and policy-making skills as well as improving their ability to initiate and
implement projects.

Furthermore, support should be streamlined by establishing a “competent body”  that will
supply funds in the local municipalities, support local economic strategies and encourage
inter-municipal cooperation and citizen involvement in municipal community projects.

Reform of the public institutions

Competitiveness of national agriculture and rural development is not satisfactory and should
be a focal point and basis for further sustainable development. This must be supported by the
reform of the public institutions for guiding the reform process in order to implement support
policies and for improving their capacities to face increased competitiveness.

Processes
Improvement of participatory processes
Through:

+ Increasing of public awareness and support of the concept of the sustainable
development,

+ Establishment of basic links for partnership among all stakeholders (government;
business sector and NGOSs),

+ Provision of more intense public education and awareness raising processes,

Frequent research and information exchange,

+ Provision of consistency for the budget, capacities and strategic priorities.

L
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Improvement of the efficiency of donor funding

More efficient use of foreign donor support in planning and programs that are important for
the development of mountain regions is necessary.

Improvement of the mobilization of external funding and investments

As budgetary resources are limited, the availability of EU pre-accession funds and other
donor funds will be important.

As a summary: A possible goal — The development of a National Strategy for
Development of the Mountain Regions

Despite the difficulty of identifying the capabilities and potentials for developing a national
strategy for mountain regions that integrates key aspects of two main national strategies for
sustainable development and rural development, it is of great importance to have a separate
body or issue that will have the coordination role for addressing the problematic areas through
the development of a unique module. This module should be created by an established national
council that will act as a body under the coordination of a respective institution.

Nevertheless, the following specific targets, which could significantly contribute to the
sustainable and rural development of the country, can be identified as achievable within the
period of 5 to 10 years:

= [Establishment of a National Strategy for Sustainable and Rural Development of the
mountain regions, as joint secondary action based on the two main strategies (NSSD and
NRDS) and which should act as shared vision for the future of the country;

= Development of institutional and human capacities to orient developing and on-going
strategies, in accordance with sustainable development benchmarks for mountain regions;

+ Reduction of poverty;

* |Improvement of the economy by managing GDP growth and reducing unemployment in
unfavourable/marginalized regions;

+ Development of professional, effective and efficient local government administration, and
transparent and accountable political decision-making;

+ Resumption of the decentralization process and local authority organizational capacity
development, for efficient management of the community-related problems, the citizens
encounter;

+ Development of information systems for addressing further needs for improving the
sustainability of mountain regions.

Timeline of major events presented in form of a GANNT Chart is given as Annex Il to the
assessment.
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Table 9 — As a Summar

National

Strategy for . Institut.ions Local
; . highly oriented frameworks for
Sustainable Mountain :
) ;o towards learning
Development strategies/policies )
mountain lessons from
(NS 2l ffer issues implementation
SARD
Country has initiated | There is no specific There are no A number of
processes and mountain policy. institutions processes, which
mechanisms (e.g. established that will envisage policy and
committees) for Mountain issues are not | be responsible for institutional
preparing NSSD and | quite emphasized in sustainable mountain | processes and
rural development specific rural development. include mountain
strategies. development strategies. communities, have
Lessons learned A
been identified.
These representa
valuable resource for
sharing experiences
and learning
lessons.
Designofa Gradual harmonization | Strengthening the
document iwhich of the national policy administrative
includes a National measures for support capacities and
Action Plan for with the EU policy capacities of local
sustainable measures for SARD-M | governments inthe
developmentin area of local
mountain regions. Strengthening the economic
capacities of the policy development
Recommendations creators (national and
local level) for ensuring Establishment of
effective long-term “competent body”

strategic planning and
implementation of the
development policy.

that will supply funds
in the local
municipalities,
supporting local
economic strategies.
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List of stakeholders interviewed

- NAME INSTITUTION/ORGANIZATION/COMPANY POSITION

Vesnha Indova Ministry of Environment and Physical Planning Technical Project Coordinator to the
“Preparation of National Strategy
for Sustainable Development”

2 Daniela Stefkova Ministry of Environment and Physical Planning Law Department
3 Sasho Jordanov Ministry of Environment and Physical Planning Biodiversity Department
Nadica Dzerkovska Ministry for Agriculture, Forestry and Water Head of Unit for Coordination of

Economy Foreign Aid

5 Valentina Gjosevska Ministry for Agriculture, Forestry and Water Head of Department for Rural
Economy Development

6 Panche Nikolov Ministry for Agriculture, Forestry and Water Head of Department for Organic
Economy production

7 Snezana Tolovska Bureau for Economically Insufficiently Developed Head of Unit for Project
Regions Implementation

8 Zudi Dzelili Bureau for Economically Insufficiently Developed Head of Department for Project
Regions Implementation

9 Marija Spirovska Natura - NOVA Coordinator “Project for Protection

of mountain Pelister”

10 Ana Jankulovska Natura - NOVA Implementation manager

11 Lazo Dimitrov IFAD

12 Aleksandar Uzunov IFAD

13 Vasil Anastasovski Society for Nature Protection of the Former President
Yugoslav Republic of Macedonia

14 Jovica Ugrinovski Macedonian Mountain Sport Federation President

15 Ljupco Melovski Macedonian Ecological Society President

16 Veljo Tantarov Macedonian Farmers Association Coordinator

17 Ljupco lvanovski Ecological Agricultural Producers President

18 Darko Skenderski Macedonian Private Forest Owners Association Secretary

19 Mile Trajkov Planetum President

20 Trajan Mladenovski ALLCOOP President
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ANNEX | — Description of Macedonian mountains

Among other large relief forms, “mountains” are the most important one covering approximately two-thirds of the
country’s territory. Depending upon their time of formation, size of extension, geological composition they fall into two
main groups: Rhodope group and Dinaric group._35

The Rhodope group is considered to be older and it is formed during the Hercynian orogenesis phase. Primarily this
group is situated in the eastern part of the country. As typical representatives are:

a) Osogovo mountain (Ruen peak — 2,252 m)
b) Plachkovica mountain (Lisets — 1,754 m)
c) Belasitsa mountain (Tumba — 1,881 m)

d) Ograzden mountain (Ograzden — 1,754 m)

Dinaric group extends through the western, south-western, southern and central part of the country. Considered as
young mountains, this group was formed during the phase of alpine orogenesis and includes the following three
zones:

a) Shar planina mountain zone: Shar Planina Mountain (Titov Vrv peak — 2,748 m); Korab (Golem Korab peak
as the highest in the country — 2,764 m); Bistra (Medenica — 2,163 m); Stogovo (Golem Rid — 2,268 m);
Yablanitsa (Strizak — 2,233 m) and Galichiza (Livada — 2,253 m). This is the highest mountain group in the
western part of the country.

b) The Vardar zone includes mountains distributed on the both sides of the Vardar river: Zeden, Vodno, Kitka,
Mariovo, Nidze and Kozuf on the right descending bank of the river; and Serta and Plavush on the left
descending bank of the river.

c) Pelagonian horst anticline covers the following mountains: Baba (Pelister — 2,601 m); Yakupitza, Karadziza,
Babuna, Goleshnica, Selechka Planina and others. These mountains are situated in the central part of the
country excluding the Baba Mountain which is situated in the south-western part.

As most common features through which neighbouring valleys are being connected are the saddles. They present
traces of former fluvial erosion and are so-called “paleo - relief”. Most familiar saddles are:

Pletvar (990 m) and Prisad (1,140 m) connecting the Pelagonija and Povardarie Valleys;
Bukovo (1,180 m) between the Ohrid and Prespa Valleys;

Gjavoto (1,168 m) connecting the Pelagonija and Prespa Valleys;

Straza (1,212 m) connecting Kichevo and Polog Valleys; and

Preseka (1,102 m) between the Kichevo and Ohrid Valleys.

Remnants of cirques and glaciers known as “glaciers relief” can be found on some of the mountains. This type of
relief is a typical characteristic mainly for the high mountains situated in the western portion of the country: Yakupica,
Bistra, Korab, Pelister, Shar Planina, Galichica, and Stogovo. In general most of these traces take place on Shar
Planina Mountain. Until now 50 of these traces are known. Some of these traces are filled with water and represent
glacial lakes.

“Karstic relief” is present on Paleozic, Mesozoic, Palaeogenic and Neogenic limestones. Mainly it is found on the
following mountains: Suva Gora, Zeden, Yakupica, Galichica, Bistra and higher parts of Shar Planina, mountains.
Familiar karstic forms are: depressions, crevices, fissures and karstic plains as well as later included caves, pits and
sinkholes. Most distinctive karstic form is the karstic plains such as the most representative one on Bistra mountain
named Tonivoda. The most characteristic sinkhole is located on Solunska GLava, with a depth exceeding 500 m.
The most beautiful cave is Ubavica (the Beauty) or Gjonoviica on Bukovik Mountain.

According to the hypsometry, the territory of the country can be classified into three categories such as high-, mid-
and lowland. The highland area is one with an absolute height of over than 2,000 meters above the see level and the
lowland area present the land below the 1,000 meters in height.

The total area of the highland in the country is 354,26km? or 1.38 percent of the territory of the country. The highest
mountain is Korab (Golem Korab peak is 2,764 meters) and the lowest is Belasica (2,029 meters). Other significant
high mountains include the Shar Planina, Bistra, Stogovo, Jakupica, Galichica, Pelister, Nidze, Kozuf and Osogovo.

The midland area covers 7,528,22km? or 29.28 percent of the country. The highest mountain in this category is the
Plakenska Planina (Plake peak is 1,998 meters) and the lowest is Konechka Planina (1,158 meters). Other important
mountains in this category include Maleshevski Planini, Plachkovica, Busheva Planina, Babuna, Ograzden,
Selechka Planina and Skopska Crna Gora.

35 Source: National Biodiversity Strategy — Ministry of Environment and Physical Planning.
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ANNEX Il - Questionnaire used for policy assessment

QUESTIONNAIRE to key stakeholders

1. Is there a rural/sustainable development strategy in the country being studied? What kinds
of policy frameworks exist to address rural/sustainable development?

2. s there a focus on mountains in any of the development strategies and what are they? In
case there is not, why, or is it going to be included in the further development paper?

3. What are the objectives of the policies under study and do they address the issues facing
the country at the national, sub-national and local levels taking into account the
specificities of and linkages between lowlands and uplands?

4. What kind of positive or negative impacts do the policies being studied have on
rural/sustainable development? i.e. What are the opinions of stakeholders on the
pertinence of policies? Do they feel that they are working and what are the reasons? Are
there policy incoherencies or contradictions?

5. What are the strengths and weaknesses of your institutions at the national, sub-national,
and local levels responsible for formulating and implementing SARD-M policies?

6. Do the policies address mountain specificities during the formulation, implementation and
evaluation processes?

7. What do you explain in terms of the participatory processes such as:

A: Consultation forms, communication systems to educate and involve all stakeholders in
the development or/and implementation of the SARD-M policies, steering mechanism

B: Balancing and linking of top-down and bottom-up approaches, technical and local
stakeholders’ expertise

8. What are the human and institutional capacities, tools and systems to collect and
understand information needed to formulate policies

9. What are the management capacities and systems to share information, resolve conflicts,
build consensus, balance technical and local knowledge, etc.

10. What kind of monitoring and evaluation systems ensures accountability?
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ANNEX Il — Timeline of major events for the establ

Entry point: Establishment of a National Strategy for Sustainable, Agricultural and Rural Development of Mountain Regions

iIshment of a national strategy for SARD in mountain

regions

Country: Republic of Macedonia

Planning period: Inception and Implementation Phase Prepared on : March 2007
<< 2008 >>>> << 2009 >>>>
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
RESULTS / ACTIVITY 1 2 3 4 5 6 7 8 10 11|12 13| 14| 15|16 | 17| 18 | 19| 20| 21| 22 | 23 | 24
1
1.1 |Initial assessment of situation = Q
1.2 |Legal advice for NSDMR o * .
1.3 Stakeholder Working Group ° == :
Agreement by stakeholders on planned activities by ||e E:
1.4 |sectoral group M .
1.5 |Request(s) for establishing a WG . . o e ——
1.6 |Appoint of WG & Meetings . . —
1.7 |Drafting of Planning by sector ° . * ¢
1.8 |Agreement by stakeholders on the structure M . [ [ o
1.12 |Protection of Natural Heritage and Wildlife M M m
1.13 |Preserving Cultural Heritage . -
1.14 |Development of Sustainable Tourism . . m
1.15 _|Ensuring Sust. Agricultural Policies . . _ — — — — —
1.16 |Ensuring Sust. Water Management Policies o - —
2 ]
1.17 |Improvement Sust. Transp. Pol./Energy & Indust. L4 e w
. ° °
1.18 |Ensuring Sust. Comm. Develop.& Spatial Planning | ¢ . m
1.19 |Improvement Environmental Assessment . M W
1.20 |Provide Public Educ. & Awaren. Rais. process H e e e e e e | T ———
i . - |
1.21 |Ensuring Frequent Research & Inform. Exchange o :
L] []
® [
eeee Start of Project (january 2007) Activities by the contractor
eeee End of Inception period (march 2008) m 0 * Activities by National Authorities/ Decision-making

Inception phase

Implementaion phase
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