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Executive summary
This Country Programming Framework (CPF) sets forward a frame of programmatic vision and strategy
for engagement and partnership for inclusive and sustainable industrial development (ISID)1 between
the Government of Montenegro and UNIDO. It has been prepared as a result of extensive consultations
with the Government, key national stakeholders and development partners to ensure strong and
inalienable country ownership and leadership in the aimed transformative change that this CPF is aimed
to bring about.
Montenegro faces a future populated with familiar challenges and novel opportunities. As the country
continues moving toward the European Union accession, a robust development program has been
ushered in through reforms and policy initiatives, including those directly related to the implementation
of the 2030 Agenda for Sustainable Development.
The Government of Montenegro formally stated its commitment towards a more intensive cooperation
with UNIDO, and requested the formulation of the CPF for Montenegro to ensure modern industrial
development and reindustrialisation oriented towards higher value added production, smart
specialisation and resource efficiency with an official letter from H.E. Mr. Vladimir Kavaric, Minister of
Economy of Montenegro, dated 17 November 2015. The political dialogue between UNIDO and
Montenegro has been intensified by the high level visits paid by H.E. Ms. Sanja Vlahović, Minister of
Science of Montenegro on 4 November 2015 and by Mr. Igor Lukšić, Minister of Foreign Affairs and
European Integration on 10 March 2016 to the UNIDO Director General Mr. LI Yong. Both
representatives of the Government of Montenegro reiterated Montenegro’s interest in strengthening
cooperation with UNIDO and formalizing it through the elaboration of a CPF to support the industrial
development and sustainable growth efforts of the country.
The CPF is based on the Sustainable Development Goals (SDGs) and will contribute to their attainment
at the national level, specifically SDG 9: Build resilient infrastructure, promote inclusive and sustainable
industrialization and foster innovation and all other inter-linked goals of 2030 Agenda for Sustainable
Development (SDG 1, SDG 2, SDG 5, SDG 6, SDG 7, SDG 8, SDG 10, SDG 12, and SDG 17). The CPF is
aligned with the main development policy frameworks of Montenegro, including the Industrial Policy of
Montenegro until 2020, the Sustainable Development Strategy of Montenegro by 2030, the Montenegro
Development Directions 2015-2018, the Economic Reform Programme for Montenegro 2017-2019, the
Strategy for Regional Development of Montenegro 2014-2020, and draws upon the United Nations
Development Assistance Framework for Montenegro 2017-2021. The CPF provides an important
opportunity for an invigorated partnership between UNIDO, the Government of Montenegro and other
1 The Lima Declaration, adopted by UNIDO’s Member States during the 15th Session of UNIDO General Conference in December 2013, sets the foundation for a new vision of
inclusive and sustainable industrial development (ISID) and highlighted the role of industrialization as a driver for development. ISID enhances and reinforces economic growth
and diversification in a socially inclusive and environmentally sound manner. In light of the renewed mandate given to UNIDO, the Organization’s programmatic focus is
accordingly structured in three main fields of activity, each of which represents different aspects of ISID: Creating shared prosperity, advancing economic competitiveness and
safeguarding the environment. UNIDO’s renewed vision for ISID is now officially embedded in the Sustainable Development Goals (SDG) with the adoption of SDG 9: Build
resilient infrastructure, promote inclusive and sustainable industrialization and foster innovation.
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key stakeholders leading to results that are strategic, specific and measurable.
Similarly to other countries from the region, Montenegro’s economy has been severely de-industrialized
making it increasingly vulnerable to external shocks and volatilities. Growth has contracted abruptly
since the global financial crisis and previously attained poverty gains have largely been deteriorated.
Hence, Montenegro’s growth strategies rely on improving the overall competitiveness of the economy,
and with respect to the industrial sector, on increasing industrial productivity, stimulating
entrepreneurship and encouraging knowledge and innovation within the overarching goal of full
integration into EU markets and into global value chains.
As Montenegro is an upper-middle income country, the majority of traditional donors are phasing out
their support, thus this CPF will put efforts on mobilizing funds from the main development partners of
Montenegro such as the European Union, the Global Environmental Facility, the Green Climate Fund,
non-traditional bilateral donors and Development Finance Institutions. With an overall estimated
budget of EUR 21,167,465, the CPF will pave a path towards the inclusive and sustainable industrial
development of Montenegro through implementation of technical cooperation projects within the
following three thematic components representing the identified priority areas of cooperation:
1) Component I: Strengthening industrial competitiveness
2) Component II: Boosting rural development and job creation
3) Component III: Environmental management and sustainable energy
In a nutshell, the integrated UNIDO’s assistance aims at contributing to the Government’s efforts for
smart, sustainable and inclusive growth realized by a knowledge-based and resource-efficient economy.
Thus this CPF will strongly focus on the above listed three dimensions and will target 1) creating
favorable conditions for a lasting transformation of the national economy through modernization of
priority growth sectors, based on knowledge and innovation for expanded industrial base with greater
productivity, increased value addition and competitiveness; 2) boosting private sector development and
rural development for overcoming regional disparities, and 3) introducing sustainable environmental
and energy management practices.
This CPF constitutes a flexible framework allowing new technical cooperation projects and initiatives to
be included at any stage in line with the country’s evolving priorities and needs.
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1. Country situation analysis
1.1

The National Context

BASIC KEY INDICATORS
622,218 (2016 estimates)2.
Population Disaggregated by gender and age, rural and 49.5% males and 50.5% females3.
urban
64% urban and
36% rural (2015)4.
GDP per capita, PPP (US $)5
15,485 (2015)
Income group
Upper middle income country
Economic growth in %
1.8%6
Agriculture 8%
7
Origin of GDP (%)
Industry 11,5%
Tourism, construction, other 80,5%
US$ 283 to US$ 333 for “Other Developing
Manufacturing value added per capita8
Economies”
Doing business rank9
46 (out of 189) for 2016
Water, wood, coal, bauxite, sea salt, oil and
Main natural resources
gas, stone, gravel and sand.10
Major industries
Manufacturing industry, tourism, energy11
12
Competitiveness index 2015-2016
70 (out of 140)

Main trading partners

Export: Serbia, Italy, Bosnia and
Herzegovina, Albania , Kosovo
Import: Italy, Serbia, Greece, Germany,
Croatia, Bosnia and Herzegovina

Unemployment rate desegregated by region, age and
gender

At the country level: 17.25%,
Northern region: 26.45%,
Central region: 14.55%,

2 Source: Statistics Office of Montenegro (Monstat), Population estimates.
3 Source: Monstat, Population estimates
4 Source: Statistics Office of Montenegro (Monstat), Statistical Yearbook for 2016, available at: http://monstat.org/cg/publikacije_page.php?id=1474
5 Source: World Bank Data (2015): http://data.worldbank.org/indicator/NY.GDP.PCAP.PP.CD
6 Source: Statistics Office of Montenegro (Monstat), Gross Domestic Product (GDP) data.
7 Source: Industrial Policy of Montenegro until 2020, page 7
8 Source: UNIDO International Yearbook of Industrial Statistics 2016.
9 Source: The World Bank, available at: http://www.doingbusiness.org/data/exploreeconomies/montenegro/
10 Source: Resource map of Montenegro, available at:
http://www.mek.gov.me/ResourceManager/FileDownload.aspx?rid=90967&rType=2&file=Mapa%20resursa_Crne%20Gore.pdf
11 Source: Industrial Policy of Montenegro until 2020, page 8
12 Source: World Economic Forum, available at: https://widgets.weforum.org/global-competitiveness-report-2015/
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MDG indicators14

Southern region 13.32%
20.1% female and 18.3% male (2014).
36% Youth (2014). 13.
MDG 1:not achieved
MDG 2:achieved
MDG 3:not achieved
MDG 4:achieved
MDG 5:achieved
MDG 6:partially achieved
MDG 7:partially achieved
MDG 8:achieved

Montenegro is an upper-middle-income country with GDP per capita at PPP of USD 15,485, (42% of
EU28 average)15. It is one of the smallest and youngest countries in Europe with a total area of 13,812
km2 as well as a 293.5 km coast along the Adriatic Sea, sharing land borders with Albania, Croatia, Bosnia
and Herzegovina, Serbia and Kosovo16. According to latest estimates, the population in 2016 accounts to
622,218 inhabitants17. The country is endowed with insufficiently utilized natural resources, such as
water, whose used potential is just 17% (from total hydro power potential), and forest and forest land,
which covers 69.4% of Montenegro’s territory18. Additionally, Montenegro is rich in coal, bauxite, sea
salt, oil and gas, stone, gravel and sand.
As a small open economy without its own currency, Montenegro is vulnerable to external shocks. Longterm unemployment, regional disparities, reduced industrial capacities and the need to further
strengthen competitiveness of the national economy remain serious challenges.
Since restoring independence in 2006, Montenegro has been strongly devoted to the process of
European integration and committed to implementing economic reforms and harmonizing its policies
with the EU Acquis Communautaire, which has posed further challenges to the national economy. The
current capacities of local institutions and in particular the private sector in Montenegro to absorb and
utilize EU funding are limited – even more so those of MSMEs.
1.1.1

Overall macroeconomic profile

Over the last decade, Montenegro experienced intensive transitional changes and the strengthening of
the market economy. Prior to the outbreak of the global economic crisis, the Montenegrin economy was
characterized by a rapid growth at an average real GDP growth rate of 1,9% per year between 2010 and

13 Source: Employment office data for the 2015.
14 Source: Report on Millennium Development Goals in Montenegro 2010-2015.
15 Source: Statistics Office of Montenegro (Monstat), National Accounts Statistics, available at https://www.monstat.org/cg/
16 Source: Statistical Yearbook for 2016, available at: http://monstat.org/cg/publikacije_page.php?id=1474
17 Source: Statistics Office of Montenegro (Monstat), Population estimates.
18 Source: Montenegro Development Directions 2015- 2018.
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201519 that was mainly based on a high inflow of foreign direct investment and government spending.
This boosted consumption and imports, which led Montenegro to incur a large external debt to GDP
ratio of 106% and an alarming current account deficit20. The global economic crisis exposed some preexisting fissures in the foundations of Montenegro’s economy and the combination of a series of
economic developments has caused a deeper recession in the country than previously anticipated. GDP
growth contracted abruptly, from 6.9% in 2008 to -5.7% in 2009 and remained at 1.7% on average until
201421.
Growth rebounded in 2015 and increased by 3.37% driven by excessive boost in public investment22.
The economy is expected to continue expanding in the medium term as a result of new large
infrastructure investments, namely new power generation plants and highway construction. Beyond the
completion of these infrastructure projects, Montenegro would need to reorient its economy towards a
more sustainable and inclusive growth model if to maintain the high growth. In the absence of
structural changes, the rate of economic growth is projected to fall below 1% by 2019 as the country
runs out of fiscal space and borrowing capacity to stimulate growth directly through public investment23.
This would require developing economies of scale through increasing the competitiveness and
productivity of growth sectors and boosting private sector development for increased welfare.
The current account deficit remains one of the main structural problems facing the economy. According
to data of Montenegro Central Bank, the account deficit in 2014 widened to the equivalent of 15.4% of
GDP, from 14.6% of GDP in 2013. According to the Central Bank of Montenegro the current account
deficit in 2015 decreased to 13.4% of GDP24. The main reason for the receding trend was an increase in
international trade and primary income which resulted in the improvement of the current account.
The public debt will rise since the Government decided to finance the construction of the highway by
foreign loans between 2015 and 2018. This decision will cause Montenegro’s public debt to increase
from 68% of GDP up to an estimated 80% in 201925.
CEFTA (Central European Free Trade Agreement) countries are the largest export trading partners for
Montenegro. In 2015, the main export partner of Montenegro was Serbia (22.1%), followed by Italy
(12.6%) and Bosnia and Herzegovina (9.3%). In the same year, the main import partner of Montenegro
was Italy (41%) followed by Serbia (18%).

19 Source: Industrial Policy of Montenegro until 2020, page 6
20 Source: Central Bank of Montenegro, Macroeconomic report of Montenegro for 2nd quarter 2016, available at http://www.cbcg.org/index.php?mn1=publikacije&mn2=kvartalni_izvjestaj&mn3=makroekonomski_izvjestaj_cbcg
21 Source: Statistics Office of Montenegro (Monstat), National Accounts Statistics, available at https://www.monstat.org/cg/
22 Source: Source: Statistics Office of Montenegro (Monstat), National Accounts Statistics, available at https://www.monstat.org/cg/
23 Source: World Bank Country Partnership Framework 2016- 2020.
24 Source: Central Bank of Montenegro, Report of the Governor, May 2016
25 Source: Ministry of Finance of Montenegro, Report on public debt, September 2016
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Figure 1: Export partners of Montenegro in 2015

Serbia
22.10%
Other
45.50%
Italy
12.60%

Bosnia and
Kosovo (UNSCR
Herzegovina
Albania 9.30%
1244)
4.20%
6.30%

Source: Montenegro Statistical Office, External trade of Montenegro January-December 2015
Figure 2: Import partners of Montenegro 2015
Greece
4%

Others
25.25%
Italy
41%
Serbia
18%

Bosnia and
Herzegovina
4%

Croatia
4%

Germany
4%

Source: Montenegro Statistical Office, External trade of Montenegro January-December 2015
In 2015, Montenegro’s main export was petroleum, petroleum products and related materials (8.05%)
followed by road vehicles (6.28%), meat and meat preparations (4.82%), electrical machinery, apparatus
and appliances (4.72%), non- metallic mineral manufactures (4.22%) and manufactures of metals
11

(3.70%).
Figure 3: Import partners of Montenegro 2015

Source: Montenegro Statistical Office, External trade of Montenegro January-December 2015
Economic transition in Montenegro has contributed to high unemployment as it led to the shedding of
workers from traditional areas and the decline of agriculture. The main labor market issue in
Montenegro is structural, referring to the considerable underutilization of labor resources arising from
the weak labor demand26. The situation is largely due to an underdeveloped private sector, coupled with
a relatively large public sector that does not create an enabling environment for entrepreneurship. As a
result, entry into the labor market is difficult and the chances of escaping unemployment are
unfavorable.
According to data from the Employment Agency of Montenegro, in January 2017 the total number of
unemployed people was 50,995 (21.98% unemployment rate compared to 17.65% in the same period
last year).27 Although this is a decline compared to shortly after the financial crisis, it is still stubbornly
high. Montenegro also has one of the lowest levels of labor force participation in Europe with 53% of
individuals aged 15+ in the labor force in 201428. Unemployment remains and labor force participation
low, especially among the poor and Bottom 40, youth, women, and middle-aged men29. In order to
reduce poverty and increase shared prosperity, Montenegro needs to invest in an inclusive growth
model where the private sector serves as the engine of growth.
In recent years the basic features of the situation in the labor market are high long-term unemployment
representing close to 80% of total unemployment, a high unemployment rate for young people, regional
disproportion between employment demand and supply, seasonal employment, and a high number of
26 Source: World Bank, Montenegro Country Program Snapshot, April 2016.
27 Source: Employment Agency of Montenegro, Weekly statistical report, 30 January 2017
28 Source: Employment Agency of Montenegro, Working programme for 2017
29 Source: Employment Agency of Montenegro, Working programme for 2017.
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unemployed people with a university degree. The rate of unemployment among young people is twice
as high as the average, with about 36% of young people unemployed in 2014. Long term unemployment
is particularly high for individuals with primary or vocational education as most new jobs are being
created in the high skills sector and there is an excess of people with primary education and vocational
training. For this group those unemployed for more than 24 months rose to over 85% in 201330. There is
therefore a need to improve the quality of education to reduce the gaps between the skills produced by
the education system and those demanded by the labor market. As well as reducing unemployment, this
investment will also help to make the country more competitive and innovative. Unemployment also
has a significant regional dimension, where the Northern region has the highest number of jobless
people. The unemployment rate in the Northern region was 24.83% (14.519), compared to the Central
region at 12.71% and the Southern region at 10.81%31.
The below figure summarizes unemployment rates for different age groups disaggregated by sex. The
highest unemployment rate was recorded in the age group from 15 to 24 and it stands at 34.5% for
women and 39.9% for men. Compared to 2014 for the same age group, the unemployment rate had
declined both for men and for women (in average by 3.9 percent points). The highest unemployment
rate for women was recorded in 2010 when it was 20.7% and for men in 2013 when it was 20%.32
Figure 4: Unemployment rates by age, 2015
39.9

34.5
17.7

17.7

17.3

16.7

12.5
10.7

15+

15-24
Women

25-49

50-64

Men

Source: Labor Force Survey, 2015, Monstat
The employment rate is highly gender sensitive especially in manufacturing, transport, storage and
communication, and construction. Education, health, wholesale, and retail are women dominated
30 Source: Employment Agency of Montenegro, Yearly statistical report/s (2014, 2013)
31 Source: Employment Agency of Montenegro (contacted 20.10.2015).
32 Source: Labour force survey data, Monstat
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sectors.
Table 1: Employment by sector, disaggregated by sex for 2015 (in 1000)
Sectors of activity
Total
Men
Women
Agriculture
17,1
8,9
8,2
Mining
1,7
1,5
0,2
Manufacturing
((14,8))
(10,5)
.
Electricity, gas, steam and air conditioning
2,7
2,5
(0,3)
Water supply, wastewater management
4,9
3,9
.
Construction
14,6
12,2
(2,4)
Wholesale, retail; certain repair
47,1
21,9
25,2
Transport, storage and communication
13,5
10,7
2,7
Accommodation and food services
17,5
9,7
(7,8)
Information and communications
5,0
2,8
2,2
Financial and insurance activities
4,2
1,6
2,6
Real estate, leasing and business activities
0,6
(0,3)
0,3
Professional. scientific and technical activities
(9,9)
.
(5,4)
Administrative and support service activities
8,1
(4,5)
3,5
Public administration. and defense
21,2
12,0
(9,3)
Education
13,5
3,7
9,7
Health and social work
11,7
(3,5)
8,1
Arts, entertainment and recreation
5,4
3,1
2,3
Other social and personal services
8,3
2,8
5,3
Source: Women and Men in Montenegro, Podgorica 2016, Statistical Office of Montenegro and Ministry for
Human and Minority Rights of Montenegro

In 2015, a significant increase in foreign direct investment inflows was recorded. According to
preliminary data, net FDI inflow in 2015 amounted to 619.3 million euros, or 75% more than in the
previous year (2014)33. In the same year, net FDI was 17.2% of GDP which compared to 10.2% in 2014 34.
This significant increase in 2015 was mainly due to increased investments, primarily from Austria and
Ukraine, in companies and banks35. According to the Economist Intelligence Unit (EIU) inward FDI flows
in 2015 were US$13,117 per head, which is the highest in the former communist republics in the
Balkans36.
In 2015, Austria was the largest source of FDI inflow in Montenegro with a share of 34.81% of the total.
This was followed by Netherlands (9.40%), the Russian Federation (9.10%), Serbia (6.52%), Switzerland
(4.36%), the United Kingdom (3.46%), Italy (3.15%) and the United Arab Emirates (2.97%)37. Of the total
FDI inflows in 2015 46.10% (or EUR 349.2 million) related to investment in companies and banks, 18.63%
(or EUR 141.1 million) to sale of real estate and 33.69% (or EUR 255.2 million) in intercompany debt 38.
33 Source: Central Bank of Montenegro Annual Report 2015.
34 Source: Central Bank of Montenegro Annual Report 2015.
35 Source: Central Bank of Montenegro Annual Report 2015.
36 Source: Economist Intelligence Unit, Montenegro Country Report 2nd Quarter 2016.
37 Source: Central Bank of Montenegro Annual Report 2015.
38 Source: Central Bank of Montenegro Annual Report 2015.
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This intercompany debt was 10.8% more than in 201439.
Table 2: Montenegro FDI Flows 2011- 2015
2011
494,740.8

2012
633,694.5

2013
479,191.5

Total inflow
(thousands euros)
Total outflow
105,636.3
172,104.0
155,312.8
(thousands of euros)
Net FDI (thousands
389,104.4
461,590.6
323,878.7
of euros)
Net FDI flows as a %
12.0%
14.7%
9.7%
of GDP
Source: Central Bank of Montenegro Annual Report 2015

2014
498,084.3

2015
757,435.2

144,144.2

138,161.0

353,940.1

619,274.2

10.2%

17.2%

Figure 5: Net FDI for the period 2011- 2015
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Net FDI (thousands of euros)
Source: Central Bank of Montenegro Annual Report 2015
The EIU forecasts that FDI inflows will be US$ 586 million (or approximately EUR 520 million) in 2016 and
US$ 715 million (or approximately EUR 634.5 million) in 201740. The Government of Montenegro also
forecasts that net FDI will average around 13.5% for the 2015- 201841. This figure is based on planned
large infrastructural projects in tourism, energy and real estate.

39 Source: Central Bank of Montenegro Annual Report 2015.
40 Source: Economist Intelligence Unit, Montenegro Country Report 2nd Quarter
41 Source: Program for Economic Reform in Montenegro 2015-2018.

15

1.1.2

Overall socioeconomic profile

Growth before the global financial crisis reduced poverty rates and there was an increase in the income
of households in the bottom 40% of income distribution42. Poverty fell from about 11% in the mid-2000s
to its lowest point of 4.9% in 200843. However, the crisis and the resulting deterioration in growth led to
a significant increase in the poverty rate to 11.3% in 2012 with an increasing fraction of vulnerable
households near the poverty line (from 18.9% in 2007 to 26% in 2013), thus offsetting the earlier gains 44.
There was a reduction in poverty during the boom years (2000- 2008) due to an increasing demand for
unskilled labour. However, in the bust and stagnation period (2009- 2012) growth became less pro- poor
as demand shifted towards higher skilled labour. It is therefore important for Montenegro to attract
investments and foster job creation in key sectors requiring labour-intensive and lower-skill labour, such
as tourism services and agriculture to have an impact on poverty45. This investment and job creation
would also substantially benefit rural communities and vulnerable groups, including women and youth46.
In rural areas agriculture is the largest source of income and is where 41% of the poor live47.
Figure 6: GDP Growth versus Poverty Rate

Source: World Bank Country Partnership Framework 2016- 2020
In 2013, poverty started to decline again to 8.6%, which is one of the lowest poverty rates in the
Western Balkans48. However, a large number of households are still considered vulnerable and could

42 Source: Statistics Office of Montenegro (Monstat), Data on the poverty line, available at: http://monstat.org/cg/page.php?id=73&pageid=73
43 Source: Statistics Office of Montenegro (Monstat), Data on the poverty line, available at: http://monstat.org/cg/page.php?id=73&pageid=73.
44 Source: Statistics Office of Montenegro (Monstat), Data on the poverty line, available at: http://monstat.org/cg/page.php?id=73&pageid=73.
45 Source: World Bank Country Partnership Framework 2016- 2020.
46 Source: World Bank Country Partnership Framework 2016- 2020.
47 Source: Statistics Office of Montenegro (Monstat), Analysis of Poverty in Montenegro, available at: http://monstat.org/cg/page.php?id=193&pageid=73
48 Source: Statistics Office of Montenegro (Monstat), Analysis of Poverty in Montenegro, available at: http://monstat.org/cg/page.php?id=193&pageid=73 World Bank Country
Partnership Framework 2016- 2020.
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easily fall into or out of poverty as a result of small changes in income49. Montenegro did not fully
achieve the Millennium Development Goals indicators for the “Reduction of Relative Poverty and
Other Poverty Dimensions” and poverty remains a key challenge for Montenegro. The Gini
coefficient also increased from 24.3 in 2010 to 26.2 in 201350, indicating a rise in inequality which is
another challenge for Montenegro. Between 2007 and 2003 average consumption growth was 2.5%,
however, consumption growth for the Bottom 40%51 of the population grew slightly less than for the
top 60%52.
Because of the existing socio-economic differences, for the needs of internal regional policy
Montenegro is divided into three regions: Northern, Central and Southern53. There are strong
regional disparities in terms of poverty. In 2013, the North and Central regions of the country had a
poverty rate of 10.3% whereas the South of the country has a poverty rate of 3.8%54. In rural areas
the poverty rate is higher than in urban areas. However, rural areas have been more successful in
poverty reduction than urban areas. In rural areas the poverty rate decreased by 8.4 % between
2012 and 2013, whilst for the same period in urban areas it merely decreased by 0.2 %55. In addition
to this, a majority (59% in 2013) of households below the poverty line as well as in the Bottom 40
live in urban areas56. Vulnerability57 has increased even more than poverty since 2008 and most of
this increase happened in urban areas, where vulnerability more than doubled from 10% in 2009 to
22% in 201358. In 2013, almost 30% of the population in urban areas was either poor or vulnerable,
largely as a result of the downsizing of the ailing metal industry59. During the same period the Gini
coefficient decreased in rural areas from 26.3 to 23.5 whilst in urban areas it increased from 25.7 to
26.860.
In terms of educational attainment, there is also a significant difference between the poor, the
vulnerable and the rest. 67.5% of the heads of households in poverty have achieved primary
education or less, which compares to 41% of the vulnerable and 11.7% of the rest61. Given these
differences, it is less likely that these groups will benefit from opportunities in higher skilled sectors,
which will become more significant as Montenegro adopts a growth model that is private sectordriven and requires firms to become more competitive62.
49 Source: Statistics Office of Montenegro (Monstat), Analysis of Poverty in Montenegro, available at: http://monstat.org/cg/page.php?id=193&pageid=73
50 Source: Statistics Office of Montenegro (Monstat), Analysis of Poverty in Montenegro, available at: http://monstat.org/cg/page.php?id=193&pageid=73
51 Bottom 40 corresponds to the first two quantiles of the wealth distribution (as per the World Bank definition)
52 Source: World Bank, Montenegro Country Program Snapshot, April 2016.
53 According to the Eurostat classification on the size of regional (NUTS 1, NUTS 2, NUTS 3), Montenegro is one region.
54 Source: Statistics Office of Montenegro (Monstat), Analysis of Poverty in Montenegro, available at: http://monstat.org/cg/page.php?id=193&pageid=73.
55 Source: Statistics Office of Montenegro (Monstat), Analysis of Poverty in Montenegro, available at: http://monstat.org/cg/page.php?id=193&pageid=73.
56 Source: Statistics Office of Montenegro (Monstat), Analysis of Poverty in Montenegro, available at: http://monstat.org/cg/page.php?id=193&pageid=73.
57 Households whose consumption per adult equivalent is below 1.50 times the poverty line.
58 Source: Statistics Office of Montenegro (Monstat), Analysis of Poverty in Montenegro, available at: http://monstat.org/cg/page.php?id=193&pageid=73.
59 Source: Statistics Office of Montenegro (Monstat), Analysis of Poverty in Montenegro, available at: http://monstat.org/cg/page.php?id=193&pageid=73.
60 Source: Statistical Office of Montenegro (Monstat), available at: http://www.monstat.org/eng/page.php?id=340&pageid=73
61 Source: World Bank Country Partnership Framework 2016- 2020.
62 Source: World Bank Country Partnership Framework 2016- 2020.
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Roma, Ashkaelia, and Egyptians (RAE) are also included in groups that lack educational attainment.
In 2009 36% of this group had no education and 72% were illiterate. Further to this, a 2009 UNDP
report found that among RAE groups, more than 14% were “excluded”63, which compared to a
national average of 3.5%. The same report also states that 25% of the RAE population lack identity
documents which means that they have limited access to public services and only 18.4 % of RAE
families received allowances or other social benefits64.
1.1.3

Economic structure

Table 3: GDP structure by sectors (2002-2014)

%

Average
contribution to
growth
(20022008)

Average share
in GDP (20022008)

Average
contribution to
growth (20092014)

Average share in
GDP (2009-2014)

Agriculture

0.2

9.1

0.2

8.0

Industry

0.2

14.8

-0.2

10.7

Services

2.9

59.8

0.8

64.4

Tourism

0.23

3.0

0.16

5.9

Construction

0.36

3.8

-0.23

4.7

Retail trade

1.55

12.1

-0.03

11.8

Financial sector

-0.01

2.5

0.04

4.2

Source: "World Bank Country Partnership Framework 2016-2020”

The structure of the Montenegrin economy has undergone some serious changes (Table 2).
Currently it is dominated by the service sector and there has been a decline in both the agricultural
and industrial sectors. Between 2009 and 2014 services contributed 64.4% to GDP whilst agricultural
and industry contributed 8.0% and 10.7% respectively. These figures compare to 59.8% (services),
9.1% (agriculture) and 14.8% (industrial) for the period 2002 to 200865. The tourism sector is a major
source of economic growth and employment, and the share of tourism in gross value stood at
around 21.9% in 201466.
1.1.4 Industrial sector
63 Households are considered vulnerable/excluded if their incomes are low, they have difficulty in paying utility, mortgage or any other bills and are in arrears, and if they have
insufficient access to health services. Individuals are considered as vulnerable/socially excluded if they are unemployed or are employed but social contributions are not paid, if
they have less than 8 years of schooling and are no longer in education, and if they have insufficient access to health services.
64 Source: UNDP, Montenegro Country Report
65 Source: Industrial Policy of Montenegro until 2020, page 7 .
66 Source: Industrial Policy for Montenegro until 2020.
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The effects of the global economic crisis and the de-industrialization process have been profound.
The deindustrialization process has led to the economy moving away from industry to being
dominated by services. These processes mean that the Montenegrin economy is at great risk of
becoming sectorally unbalanced, insufficiently diversified and vulnerable to external economic
shocks67.
In the 1990s, the Montenegrin industry was estimated to account for more than 35% of GDP with
around 56,000 employees, while today’s share of industry amounts to merely 10.7% with 24,000
employees68. The industrial sectors contributing most to the economy are steelmaking, aluminum,
agricultural processing, consumer goods, and tourism.
Figure 7: Industrial manufacturing products 2015 (%)
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Source: Industrial Policy for Montenegro until 2020
The contribution of manufacturing stands at merely 3.9% and provides employment to 6.6% of the
total number of employees in Montenegro in 201569. Within manufacturing (according to MONSTAT
data for 2015), the most significant share of production has sub-sector production of
pharmaceutical products and preparations 25.5%, followed by production of basic metals and
production of metal products 22.9%, and production of food products, beverages and tobacco
products 18.2%. Significant sub-sectors are wood and cork products (4.5%) as well as production of
other non-metallic mineral products (14.7%) and production of machines and equipment (10.8%).
67 Source: Industrial Policy for Montenegro until 2020.
68 Source: Industrial Policy of Montenegro until 2020., Statistical Office, Monstat
69Source: Industrial Policy of Montenegro until 2020.
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In terms of exports, agro-food products, raw materials and processed wood and metal products
remain amongst the most important export sectors. A general export weakness within industry is
the lack of diversification in terms of both numbers of products exported, and numbers of countries
exported to. Most of the export growth was a result of exporting to growing world markets (48.8%
increase in export in the period 2009-2013), rather than increases in competiveness (-13.5%), or
improved geographic (-7.4%) or product specialization (-0.3%) according to International Trade
Centre analysis and assessment70 of the six main components contributing to overall export growth.
Figure 8: Annual indices of industrial production
117.5

113.8
98.1

101

100.1

110.6

107.9

98
89.7

88.6

67.8

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

previous year = 100
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In terms of investment structure, industry in the narrow sense attracted only 22.5% of fixed capital
investment in Montenegro in 2014, with manufacturing accounting for only 7.9%71. The greatest
share of investment into fixed assets was into other parts of the non-financial business sector,
especially in retail related activities.
The industrial sector of Montenegro is characterized by low productivity and weak competitiveness.
Starting from 2009, mainly due to the global economic crisis, a significant two-digit reduction in the
70 Source: International Trade Centre, available at: www.intracen.org/country/montenegro/
71 Source: Industrial Policy of Montenegro until 2020.

20

volume of the industrial production was recorded, so that the industrial production in 2012 was at a
level of 75% of the production in the year 200072. The manufacturing industry showed the same
trend. The sub-sectors of textile production and textile products, leather production and leather
products, as well as rubber and plastic production and products, have almost completely
disappeared from the manufacturing industry of Montenegro in the past ten years. It is expected
that the real growth rate of the industrial sector in 2016 will be 4.4%, 2.9% in 2017 and 2.9% in
201873. Industrial production growths, as well as real GDP growth, will be driven by large
infrastructure and energy projects. In 2014, the Government of Montenegro selected two Chinese
companies to construct a 41 km-long section of the country’s highway system. Construction will cost
around US$1.1 billion and 30% of works will be undertaken by local companies which will accelerate
local economic development.
The Industrial Development Policy of Montenegro until 2020 has identified the key sectors in which
Montenegro has comparative advantages, with strong potential for an increase in exports: energy,
agri-food industry, metal industry, wood industry and tourism. In addition to these, the policy
prioritizes some support sectors such as: construction, transport, ICT and business services.

1.1.5

Agricultural sector

The agricultural sector plays an important role in Montenegro's economy, with a significant share of
the GDP (8.1% in 2014, including forestry and fisheries, compared to approximately 2% in the EU)74.
The main agricultural products are wine, water, meat and meat products, wood and timber, as well
fruits (apples, plums and citrus fruits)75. Agriculture along with the tourism sector is one of the
strategic development sectors in Montenegro with a share of 2.2% of permanent employees from
total employment, according to data from the Statistical office of Montenegro from the third
quarter of 201576. However, according to the Agricultural Census from 201077, 98,341 individuals (of
approximately 625,000 inhabitants in Montenegro) carried out some agricultural activities on family
farms (part-time or unofficial work). This suggests that the real employment in agriculture is almost
30% of the total number of employees78. Compared to EU28 countries, Montenegro has a
significantly higher employment share in the agricultural sector (3-4 times)79. As one of the key
sectors of the Montenegrin economy, agriculture is an important source of income for the
population, especially in the northern mountainous region, where it is by far the greatest source of
72 Source: Development Strategy of the Manufacturing Industry in Montenegro, 2014-2018, available at:
www.mek.gov.me/.../FileDownload.aspx?...Development%20Strategy%2
73 Source: Montenegrin Guidelines of Macroeconomic and Fiscal Policy for the Period 2015-2018.
74 Source: Strategy for Development of Agriculture and Rural Areas 2015-2020.
75 Source: Agricultural development strategy 2015-2020.
76 Source: Statistical office of Montenegro, Labor force survey III quarter 2015.
77 Source: Statistical office of Montenegro, Agriculture census data.
78 Source: Strategy for Development of Agriculture and Rural Areas 2015-2020.
79 Source: Strategy for Development of Agriculture and Rural Areas 2015-2020.
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income. About 41% of the poor live in rural areas where inactivity rates reach up to 67% for women
and 40% for men80.
Figure 9: Agriculture GDP and Gross Value Added (in current prices)
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Source: Montenegro Statistical Office, Gross Domestic Production for the period 2010- 2014
In 2013, the import value of agricultural products (fresh meat, food stuff – sauces, spices)
represented 26.4% of total imports; exports (wine, processed meat) amounted to 29.2% of total
exports with Serbia being the most important partner for both the export and the import81. Of
these agriculture exports wine is the most important product, and occupies 14% of all agro
exports82. Agricultural production in Montenegro is characterised by very low rate of finalised
products, which is why Montenegro imports a bulk of final food products and exports secondary
products. There is a great potential to increase the export of finalized products to achieve import
substitution. The agriculture sector has a huge potential in terms of increasing value added in
primary production through processing. The processing sector is under-developed. Other than a few
processing plants, fruits and vegetable processing is only carried out on agricultural holdings. Only
the first degree of processing is performed – the final product is frozen, dried or boiled. According to
companies directly involved in processing, the supply of raw materials is a problem due to high
prices, insufficient quantities and continuity in primary production. The processing industry,
amounts to 4.1% of the total GDP, with food, beverage and tobacco processing representing one
third83.

80 Source: World Bank Country Partnership Framework 2016- 2020.
81 Source: Strategy for Development of Agriculture and Rural Areas 2015-2020.
82 Source: Strategy for Development of Agriculture and Rural Areas 2015-2020.
83 Source: Strategy for Development of Agriculture and Rural Areas 2015-2020.
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Figure 10: Import and export of agricultural products in 1.000 EUR
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Source: Montenegro Statistical Office, External trade of Montenegro January-December 2015
Despite having abundant water resources, a favorable climate and land resources, as well as a
strong demand for agricultural products, Montenegro has made moderate improvement in area of
agriculture and rural development.84 Farming is dominated by small-scale operations that produce
limited yields owing to insufficient knowledge, outdated technologies, and weak supply chains.
Investment capital and government extension services are limited, and agriculture institutions and
practices lack compliance with EU and international standards. Because of these weaknesses,
agriculture has not been able to respond the increasing demand which includes seasonal tourism,
and the agriculture deficit as a share of the goods trade increased from 21% to 27% from 2005 to
2012.85
Modernizing agriculture, upgrading production processes, increasing the competitiveness of farmers
and producers, creating economies of scale, introducing quality management systems,
implementing EU-compliant food safety standards are among the priorities of the Government for
the development of the agriculture sector in Montenegro.
Another relevant factor for Montenegrin agriculture, taking into account that the country attracts
many tourists every year, is that gastronomy has become a central part of the tourism experience. In
recent years, food tourism has grown considerably becoming one of the most dynamic and creative
segments of tourism. Both destinations and tourism businesses have realized the importance of
gastronomy in order to diversify tourism and stimulate local economic development. The “Global
Report on Food Tourism“86 published by UNWTO, provides an extensive analysis of the current
situation of food tourism, identifying the importance of gastronomy in the development of
84 Source: EU Accession Report for Montenegro 2016, page 41.
85 Source: World Bank, Montenegro Country Program Snapshot, April 2016.
86 Source: UNWTO Global Report on Food Tourism, available at: http://silkroad.unwto.org/publication/unwto-am-report-vol-4-global-report-food-tourism-0
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tourism destinations worldwide and reviews the global trends in food tourism. According to the
results of this survey, 88.2% of respondents consider that gastronomy is a strategic element in
defining the brand and image of their destination. However, small agricultural households in
Montenegro are not able to produce the sufficient quantities in the required quality, and lack
linkages to the tourist sector. Even the higher quality products are poorly promoted and not
marketed because producers are not organized into groups/clusters to maximize their potential
collectively.
Organic production is a key development opportunity for Montenegrin agriculture, especially taking
into account the availability of very favorable natural conditions (uncontaminated soil, water and
air). So far the range of organic products is limited both in terms of available quantities and variety.
1.1.6

Tourism

Tourism brings in more than twice as many visitors as Montenegro’s total population every year. It is
the fastest growing sector and one of the main strategic sectors in the country. It is also a major
source of economic growth and employment. Over 18% of total employment in the country was
generated by the tourism industry in 2014, while foreign receipts from tourism service exports
corresponded to 21.9% of GDP in the same year87. This sector is perhaps the most interesting sector
for foreign investment. Several new luxury tourism complexes are in various stages of development
along the coast, and a number are being connected with nearby boating and yachting facilities. The
Ministry of Sustainable Development and Tourism, as the responsible government body for tourism
development, is continuously implementing activities with the aim to position Montenegro as a high
quality touristic destination. Increased private sector investments and job creation in the areas of
agriculture and sustainable tourism would substantially benefit rural communities and vulnerable
groups, including women and youth.
According to the “Travel and Tourism economic forecast for 2016”, the World Travel and Tourism
Council has formed four key annual research facts reflecting tourism and travel contribution to the
economic development of Montenegro, as presented below:88
GDP

EMPLOYMENT

The total contribution of travel and tourism to GDP was EUR
794.8mn (22.1% of GDP) in 2015, and is forecast to rise by 6.6%
in 2016, and to rise by 6% pa to EUR 1,652.9 mil (29.9% of GDP)
in 2026.
In 2015, the total contribution of travel and tourism to
employment, including jobs indirectly supported by the
industry, was 20.5% of total employment (37,000 jobs). This is

87 Source: Statistical Office of Montenegro (Monstat), Satelite accounts in tourism sector.
88 Source: World Travel and Tourism Council, Travel and Tourism Economic Impact, Montenegro, available at: https://www.wttc.org//media/files/reports/economic%20impact%20research/countries%202015/montenegro2015.pdf
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expected to rise by 6.2% in 2016 to 39,000 jobs and rise by
3.3% pa to 54,000 jobs in 2026 (27.7% of total).
Visitor exports generated EUR 688.7mn (54.3% of total exports)
in 2014. This is forecast to grow by 7.0% in 2015, and grow by
8.0% pa, from 2015-2025, to EUR1.584 mil in 2025 (51.6% of
total).
Travel and tourism investment in 2015 was EUR 224.5mn, or
32.6% of total investment. It should rise by 7.2% pa over the
next ten years to EUR 487.5 mil in 2026 (50.1% of total).

VISITOR EXPORTS

INVESTMENTS

A weaker Euro, Montenegro’s increasing reputation as an up-market tourist destination and
continued development of the sector are expected to bring a greater number of tourists to the
country in the coming years. The tourism sector continued to grow in 2016 according to data from
the Statistical Office of Montenegro. In 2016 Montenegro was visited by 1.8 million tourists, which
represents 5.9% increase compared to 201589. Data shows that structure of tourist arrivals for 2016
was dominated by foreign tourist arrivals with 92%and domestic tourist arrivals with just 8%, which
during 2016 increased from 5.8% compared to 2015. Data on tourist arrivals from 2010 to 2016
show a constant year-to-year growing trend with 6.3% annual average growth rate.
The structure of foreign tourist arrivals in 2016 is dominated by tourists from Russia (25.5), Ukraine
(3.5%), Poland (3.22%), Germany (3.6%), France (2.99%), Italy (2.36%), Turkey (2.33%), United
Kingdom (2.27%), Belarus (2.18%) and tourists from neighboring countries such as Serbia (22.49%),
Bosnia and Herzegovina (10.76%) and Kosovo (UNSCR 1244) (2.31%).
Figure 11: Tourists arrivals (domestic and foreign) from 2010 to 2016
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While Montenegro has consistently demonstrated one of the fastest rates of tourism growth in the
world, its major challenge as recognized by the National Tourism Development Strategy to 2020, is
89 Source: Statistical Office of Montenegro (Monstat), available at: http://www.monstat.org/cg/page.php?id=1295&pageid=44
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to assure that it is a growth which is sustainable, balanced and which brings both immediate and
long term benefits to the people of Montenegro, while protecting and preserving the natural assets
that are the engine of tourism growth in the first place.90 The Government is particularly eager to
attract investment to the north, which remains less developed than the southern seaside regions.
Despite the observable positive trends, there are certain institutional and infrastructure
requirements still pending to allow Montenegro to achieve the full potential of its tourism sector.
This is specifically related to the associated environmental and infrastructure needs. In addition, the
environmental risks of further tourism development are significant.91 This is particularly valid for the
Southern region of Montenegro (coastline) which is facing considerable growth rates especially in
the construction segment. Sustainable practices in the tourism could be still addressed, also through
public private partnerships. Having in mind that gastronomy is closely linked with agro-business and
destination tourism, the highest potential is located in the Northern part of Montenegro. There are
however projects being implemented by the WB. IFC and MIGA that aim at increasing private sector
investments in the areas of sustainable tourism, tourism related infrastructure and agribusiness
projects.92

1.1.7

Private sector development and MSMEs

As in other upper middle income countries, economic activity in Montenegro is dominated by a high
number of micro small and medium-sized enterprises (MSMEs). In 2015, 0.1% of the total numbers
of enterprises were large enterprises, 0.9% medium and 99% micro and small enterprises93. The
largest number of SMEs was concentrated in the wholesale, retail and repair (34.45%) sectors,
followed by accommodation and catering services (11.8%), while industrial processing came third
with only 8.03%94. The average density of enterprises at the national level amounts to 34 companies
per thousand inhabitants and is the largest in the Southern region. The importance of MSMEs is
best reflected through their contribution in creation of economic value. According to official
statistical data by Montenegro statistical office (MONSTAT) for 2015, SMEs are generating 76% of
production gross value and 67% of total gross value added, which is actually below the EU-average.
Also, despite this numerical concentration of micro- and small-enterprises, the greatest share in
employment is generated by medium-sized enterprises. This data highlights the importance of
industrial policy targeting all size classes of enterprises for employment generation.

90 Source: Montenegro Tourism Development Strategy to 2020. Available at:
http://www.mrt.gov.me/ResourceManager/FileDownload.aspx?rid=89273&rType=2&file=01%20Montenegro%20Tourism%20Development%20Strategy%20To%202020.pdf
91 Source: European Bank for Reconstruction and Development- Strategy for Montenegro.
92 Source: World Bank Country Partnership Framework 2016- 2020.
93 Source: Statistical Office of Montenegro (Monstat),
http://monstat.org/userfiles/file/registri/BROJ%20I%20STRUKTURA%20POSLOVNIH%20SUBJEKATA%20ZA%20%202015%20.pdf
94 Source: Statistical Office of Montenegro (Monstat), available at: http://www.monstat.org/cg/publikacije_page.php?id=1080
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Figure 12: Number of enterprises and employees 2015 (as % of totals)
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Spurring the growth of entrepreneurial, innovation-driven and productivity-led MSMEs is critical to
enhance private sector competitiveness in key economic sectors. As agriculture and tourism are
Montenegro’s main economic sectors with great potential to create income and jobs, it is
particularly important that MSMEs in these sectors are given support. Especially due to the fact that
these are relatively poorly integrated into the global economy; still struggle with accessing finance;
are characterized by a low use of ICT; and have limited business skills and capacity for innovation
and absorption of new technologies. This is evident as Montenegro has one of the lowest goods
exports to GDP ratios in the world and only 7% of firms export their goods which compares to a
figure of 18% for the Balkans95. In addition to this, despite opportunities for the country to connect
with the EU and other markets, the country’s firms and products are not competitive enough and
often do not meet the necessary regulatory standards. In relation to ICT for example, barely 80% of
firms use email to communicate with suppliers and clients, just over 70% have high speed internet,
and fewer than 30% have a website96. Even those firms that are more dynamic and innovative are
constrained due to labor not having the relevant skills and also due to weaknesses in transport and
ICT infrastructure. To ensure that labor has the relevant skills to meet the needs of the private
sector the education system needs to be reformed.
Investing in R&D is important to develop a private sector that is more innovative, productive and
competitive. Expenditure on R&D in Montenegro has increased in recent years and in 2014 total
expenditure on R&D stood at €12.55 million97. However, overall R&D investment in the country
amounts to only 0.45% of GDP and 75% of it comes from the government98. The current
95 Source: World Bank Country Partnership Framework 2016- 2020.
96 Source: Statistics Office of Montenegro (Monstat), Use of ICT technologies in enterprises in Montenegro, available at:
https://www.monstat.org/cg/page.php?id=459&pageid=457
97 Source: Industrial Policy of Montenegro until 2020.
98 Source: Statistics Office of Montenegro (Monstat), Research and Development in Montenegro, available at: https://www.monstat.org/cg/page.php?id=1093&pageid=77
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cooperation and linkages between research and industry have also not reached an appropriate level
to facilitate significant results in the field of innovation99. One of the ways in which Montenegro can
increase the impact of R&D is by taking a smart specialization approach that identifies and supports
sectors with the greatest innovative potential for future growth and development. This is
recognized in the Industrial Policy for Montenegro until 2020 along with the need to develop new
emerging industries and their grouping within clusters and industrial value chains. Clusters will
assist MSMEs in overcoming the challenges that they face, such as isolation, low innovation, and
others,
In the 2016 Ease of Doing Business Ranking, Montenegro ranked 46 and scored 71.85 which is an
improvement compared to a rank of 47 and score of 71.05 in 2015100. This 2016 score is also higher
than the Europe and Central Asia regional average of 69.82101. Whilst Montenegro ranks below FYR
of Macedonia, Bulgaria, Croatia and Hungary, it ranks above Serbia and Bosnia Herzegovina.
Although Montenegro has an overall rank of 46, it performs better in some Doing Business areas
than others. The below table summarizes Montenegro’s differing performance in each of the ten
topics that make up the overall ranking.
Figure 13: How Montenegro and competing economies rank on the 2016 Ease of Doing Business
Report
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99 Source: Industrial Policy of Montenegro until 2020.
100 Source: World Bank Ease of Doing Business 2016 Report.
101 Source: World Bank Montenegro Doing Business 2016 Report.
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Table 4: Montenegro’s rating in Ease of Doing Business, 2015 versus 2016
Doing Business
Topic

2016
Doing
Business
Rank

2016
Doing
Busine
ss
Score

2016
Europe and
Central Asia
Regional
Average
Score

Getting Credit
7
85.00
62.20
Resolving
36
68.21
51.06
Insolvency
Protecting
36
63.33
61.87
Minority
Investors
Trading across
42
88.75
82.42
Borders
Enforcing
43
66.75
66.43
Contracts
Starting a
59
90.08
91.27
Business
Paying Taxes
64
78.57
76.15
Registering
79
65.81
75.32
Property
Dealing with
91
68.57
65.23
Construction
Permits
Getting
163
43.42
66.24
Electricity
Source: World Bank Doing Business Reports 2015 and 2016.

Change
in Rank
between
2015 and
2016

Change in
Score
between 2015
and 2016

-1
-3

0
-0.01

-3

0

0

0

0

0

-4

+0.03

+33
-2

+6.42
+0.01

+11

+1.50

-1

+0.04

‘Getting Credit’ is an area of strength for Montenegro with a rank of 7. This strong performance has
been achieved with reforms, such as the improved access to credit information by guaranteeing
borrowers’ rights to inspect their personal data102. This area of strength is in contrast to other areas
that are impediments to private sector development. ‘Getting Electricity’ has a rank of 163, and it
requires 7 procedures, takes 142 days and costs 464.80% of income per capita to obtain a new
electricity connection103. ‘Registering Property’ (ranked 79) and ‘Dealing with Construction’ (ranked
91) are also obstacles to the development of the private sector. Even though ‘Dealing with
Construction’ remains an obstacle, in 2016 there was significance progress made in this area as the
time needed to issue building permits was reduced104. There was also significant progress made in
2016 with ‘Paying Taxes’ as it was made easier to pay taxes due to the introduction of an electronic
102 Source: World Bank Overview of Business Reform in Montenegro, available at: http://www.doingbusiness.org/reforms/overview/economy/montenegro
103 Source: World Bank Montenegro Doing Business 2016 Report.
104 Source: World Bank Overview of Business Reform in Montenegro, available at: http://www.doingbusiness.org/reforms/overview/economy/montenegro
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system105. From this analysis it is clear that the Government has implemented business environment
reforms, and this is reflected in the fact that in 2009 Montenegro was ranked 77 in the overall Ease
of Doing Business and is now in the top 50106. However, there is still room to improve the business
environment, particularly for MSMEs, which will be essential in creating the long term conditions for
private sector growth and job creation.
Table 5: Overview of key benchmark indicators of the international competitiveness of Montenegro

Key Issues:

Baseline Benchmark

Source

Competitiveness

Rank (out of 140
70
countries)

WEF Global Competitiveness Report 20152016

Business Environment

Rank (out of 189)

46

World Bank Doing Business 2016

Market Access

Rank (out of 138)

49

Global Enabling Trade Report 2014 - World
Economic Forum

Trade Logistics

Rank (out of 160)

67

World Bank Trade Logistics Index 2014

Entrepreneurship

Rank (out of 132)

54

Global Entrepreneurship & Development
Index – GEDI 2016

Innovation

Rank (out of 141)

41

Global Innovation Index 2015

Finance

Rank (out of 120)

91

IESE Venture Capital & Private Equity
Country Attractiveness Index 2015

Skills

Rank (out of 103)

45

The Global Talent Competitiveness Index
2015

Information Society

Rank (out of 166)

60

ICT Development Index (IDI) 2015

ICT Communications
Rank (out of 143)
Networks

56

Global Information Technology Report 2015 Networked Readiness Index

Gender Gap

79

Global Gender Gap 2015 – WEF

Rank (out of 145)

105 Source: World Bank Overview of Business Reform in Montenegro, available at: http://www.doingbusiness.org/reforms/overview/economy/montenegro
106 Source: World Bank Ease of Doing Business, available at: http://www.doingbusiness.org/rankings
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Corruption

Rank (out of 174)

61

Transparency
International
Perceptions Index 2015

Environment

Rank (out of 178)

62

YCELP,
CIESIN,
WEF
Performance Index 2014

Corruption

Environmental

Source: Industrial Policy of Montenegro until 2020
1.1.8

Environmental aspects of industrial activity

Despite the fact that Montenegro is constitutionally declared an “Ecological State” (even 12.8%% of
the country are environmentally protected), the country is struggling with low environmental
practices. The majority of municipalities in Montenegro do not have waste water treatment plants.
Companies and households are the biggest polluters of rivers and sea water. Companies dispose
waste into rivers without prior treatment; household waste systems are based on the use of septic
tanks, which means that waste passes into the soil. Specifically in coastal areas of the country, there
still remains a large number of inadequate sanitation systems and unsanitary disposal. However, the
Montenegrin government has already identified this problem and has tried to address it by
upgrading the sanitation infrastructure107.
Notwithstanding the fact that industrial production is stagnant, industrial waste is continuously
increasing which poses a great threat to the environment. The existing main industrial waste
disposal sites containing materials such as coal ash, lead, other heavy metals and hazardous waste
pose risks not only to the immediate environment, but also to the public health of surrounding
communities due to groundwater contamination and other pathways. These risks are amplified for
some of the sites located in zones of seismic risk. Other areas, such as the surroundings of Skadar
Lake, where the Aluminum Plant KAP is located, were already subject to serious flooding, which
could become more frequent and severe under predicted climate change-related shifts. Some of the
polluted sites are located not far from the country’s most valuable natural resources, important
from both environmental and economic points of view. These include national parks, the most
important watershed in Montenegro and the largest and trans-boundary lake in the Balkans, tourist
centers, and a UNESCO protected site.
Lake Skadar itself is subject not only to overfishing but also to industrial pollution from the closely
located aluminum production site. This pollution obviously poses great danger to the lake’s water
quality, which is one of the most important drinking water sources of the country. There is,
however, an Industrial Waste Management and Clean-up project operational which will help to
address the issue of remediation of such crucial sites.108 Furthermore, following the international
trend, a transition and re-orientation towards re-processing and recycling of aluminum is needed to
107 Source: World Bank, Montenegro Country Program Snapshot, April 2016.
108 Source: World Bank Country Partnership Framework 2016- 2020.
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mitigate and finally minimize the environmental burden of the aluminum industry109. Another factor
that could become a liability for the environment is the rapidly expanding tourism sector. Particular
attention has to be paid to the sustainable development of this sector.

1.1.9

Energy

The inherited industrial structure relies on high energy consumption, high household and inefficient
use. The old age of the electricity transmission system causes energy losses.110. By improving the
physical infrastructure, the country could profoundly decrease the cost of energy and also increase
its final output. The over-proportional use of electricity can to a large extent be explained with the
high energy consumption of big industrial enterprises. The World Economic Forum ranks
Montenegro 85th out of 144 countries on quality of electricity supply, close to that of its neighbors
(Serbia and Albania, ranked 76th and 79th, respectively) but well below Croatia (ranked 40)111.
The country depends on electricity imports, while the usage of renewable energy resources is low
especially from solar, wind, despite having a significant potential for the development of renewable
energy sources (including biomass, new hydro, wind, and solar). Montenegro is only using 17% of its
hydro power potential112. Besides hydropower, coal is the country’s most significant energy
source113. Being aware of this potential, the Montenegrin Government has identified the energy
sector as one of its priority areas for investment and improvement in order to obtain energy
security, energy self-sufficiency, sustainable development as well as job creation114.
From 2005 to 2013, Montenegro met 29% of its electricity needs through imports115. The share of
renewables in gross inland energy consumption in Montenegro for 2013 was 36.9% while the
biggest share is coming from biomass and renewable wastes (16.1%) and hydro power (20.8%)116.
Montenegro is significantly above EU28 average which is standing at 11.8% for 2013117. There is,
however, action being taking in order to increase the countries own energy production. Two
hydropower plants are being modernised that play a crucial Montenegro’s energy supply with the
funding of KfW Development Bank.118
Montenegro’s industrial sector has improved in terms of energy efficiency. Although energy
intensity in 2012 was 30% lower than in 2005, energy intensity is 3.3 times higher than the EU28
109 Source: Industrial Policy for Montenegro until 2020.
110 Source: World Bank, Montenegro Country Program Snapshot, April 2016.
111 Source: World Bank, Montenegro Country Program Snapshot, April 2016.
112 Source: Industrial Policy for Montenegro until 2020
113 Source: Industrial Policy for Montenegro until 2020
114 Source: Industrial Policy for Montenegro until 2020
115Source: World Bank, Montenegro Country Program Snapshot, April 2016.
116 Source: Eurostat, Renewable energy statistics, available at: http://ec.europa.eu/eurostat/statistics-explained/index.php/Renewable_energy_statistics
117 Source: Eurostat: Renewable energy statistics, available at: http://ec.europa.eu/eurostat/statistics-explained/index.php/Renewable_energy_statistics
118 Source: World Bank Country Partnership Framework 2016- 2020.
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average119. This can be explained to some degree by the make-up of the industrial sector which is
focused on metallurgy enterprises (aluminum and steel), power, chemicals and transport
infrastructure, with these being typically highly energy intensive operations. Aging infrastructure
also is a contributing factor in some cases. The Government therefore views improving national,
energy efficiency, incl. industrial energy efficiency as a priority area due to the objectives of
strengthening national energy security, increasing industrial competitiveness within the ultimate
goal of Montenegro becoming a net electricity exporter in the near-to-medium future.
The energy sector could become an important source of growth and exports, provided that
environmental impacts can be adequately contained and investments do not create large negative
externalities encroaching on the country’s tourism potential. Favorable natural conditions,
abundance of clean energy sources such as water, wind and sun, minerals resources (especially in
the northern part of Montenegro) and large wood presence are good preconditions for a
Montenegrin transition from an energy import orientated country towards energy self-sufficiency
and later even towards energy exports. Montenegro has a hydro potential of about 10 billion
kWh/year120. Presently the potential of small hydro power remains untapped and it merely provides
0.82% of the total electricity production121, to be increased to 3 % in 2017 as per the plans of the
Ministry of Economy. Besides hydro power, Montenegro shows a great potential regarding both
wind and solar power. Already a large investment project has been started on wind power
construction at two locations in Montenegro, Krnovo and Mozura.
1.1.10 Regional and international economic integration
Montenegro needs to become more integrated into global value chains so that it can generate a
higher value of export products. Amongst other things, this will require Montenegro to improve
transport connectivity and simplify procedures for trade and business. NATO membership and EU
accession, which are priorities of Montenegro’s Government, offer the country the opportunity to
increase international cooperation and integration. All of the country’s strategic documents,
including its national policies, have been aligned with those two processes. The latest European
Commission (EC) Progress Report on Montenegro, issued in November 2016, notes that
Montenegro has made good progress towards meeting opening benchmarks for chapters such as
agriculture and rural development, energy, employment and social policy, and regional policy and
preparation for structural instruments122. However, the same report also notes that more attention
needs to be paid in chapters like competition policy and environment and climate change.

119 Source: International Energy Agency, World Energy Statistics and Balances.
120 Source: Montenegro Energy Development Strategy until 2030.
121 Source: ‘Montenegro a Challenge to Investors’ news article, available at: http://www.gov.me/en/News/33338/510.html
122 Source: European Commission Progress Report on Montenegro,. Available at: ttps://ec.europa.eu/neighbourhoodenlargement/sites/near/files/pdf/key_documents/2016/20161109_report_montenegro.pdf
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1.1.11 Government vision & strategic planning for industrial development
Guided by the determination to establish an ecological state, Montenegro was among the first
countries in the region of South-East Europe that defined the strategic and institutional framework
for sustainable development, in accordance with the standards of the developed EU member states.
In cooperation with the UN University for Peace, in 2001, Montenegro developed a comprehensive
document “Directions for the development of Montenegro as an ecological state”123. Montenegro
has made significant progress in the development of a national policy of sustainable development
and the creation of the necessary institutional framework. The National Council for Sustainable
Development Climate Change and Integrated Coastal Zone Management was established as an
advisory body to the Government of Montenegro with the aim of strengthening the capacity to
implement sustainable development policies. The Council was chaired by the Prime Minister, and
since 2013 it is chaired by the President of the State124.
Being aware of the complexity of the challenges that the 2030 Agenda on Sustainable Development
has put in front of national authorities, the most valuable example of good practice which
Montenegro may share is the experience that was gained in creating a methodological concept and
establishing a related process for preparation of new a National Strategy for Sustainable
Development (NSSD) until 2030 which put transposition of SDGs and indicators for sustainable
development at the center of such created national response125.
On 7 July 2016, the Government of Montenegro adopted the NSSD until 2030 to address the
national needs that were identified through the analysis of the lack of national development.
Moreover, the policy is responding to the challenges that have been introduced by 2030 UN Agenda
on Sustainable Development. The central place in the new NSSD is given to the determination of
strategic goals and measures as to define answers on how to achieve sustainable governance of
four groups of national resources - human capital, social capital and values, natural capital and
economic capital. Additionally, it specifies how to achieve good governance and sustainable
financing for sustainable development of Montenegro in period until 2030126.
Apart from the NSSD, several other strategies were introduced to foster sustainable economic
development. The Strategy for the Regional Development of Montenegro from 2014-2020 (SRDM)
aims at improving the life of every citizen through sustainable and equitable socio economic growth
based on competitiveness, efficiency and employment. This is being realized through smart,
sustainable and inclusive growth that also leads to greater social cohesion. There are also
geographical priorities in order to reduce disparities.

123 Source: Agenda 21 represents a global action plan on sustainable development for the 21st century, which defines the obligation to take action at the global, regional and
local level by the agencies within the UN system, the governments and the main groups in each sector where negative impact of human activity on environment has been
detected. Agenda was adopted at the UN Conference on Environment and Development, that is, the First Earth Summit, held in Rio de Janeiro in 1992.
124 Source: Voluntary National Reviews at The HLPF 2016 Montenegro.
125 Source: Voluntary National Reviews at The HLPF 2016 Montenegro.
126 Source: Voluntary National Reviews at The HLPF 2016 Montenegro.
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The Montenegro Development Directions 2015-2018 have the objective of achieving smart,
sustainable and inclusive growth on a large scale. It is aligned with the Europe 2020 Strategy. The
main areas for obtaining the aspired objectives were identified as being tourism, energy, agriculture
and rural development, and the manufacturing industry. Through this policy the Government of
Montenegro envisions becoming less dependent on imports as well as an increase in productivity
and foreign direct investment. In order to achieve the objectives, the government aims at a more
effective use of natural resources and an enhanced inclusive labor participation model127.
The Industrial Policy of Montenegro until 2020 is aimed at increasing Montenegro’s economic
output and achieving economic growth. This is to be achieved by the modernization of the industry.
The policy is geared towards more efficient use of resources, better use of human and financial
resources which will lead to higher employment and decreasing disparities between the country’s
regions. It furthermore aims at decreasing structural and sectoral imbalances which will prompt
improvement in the business environment and correspondingly boost development and growth of
enterprises. The priority sectors for economic growth in this policy have been identified as being the
manufacturing industry, energy and tourism. The main objectives are to increase the
competitiveness of the industry, to achieve higher investment and financing for industrial
modernization, innovation and entrepreneurship and finally market access128.
Another document aimed at improving Montenegro’s industrial performance is the Strategy for the
Development of Manufacturing Industries 2014-2018. In this document, the Montenegrin
government is addressing the manufacturing industry, identifying it as one of the most important
sectors for the overall economic development. The goal of this strategy is to unveil the
manufacturing industry’s potential and utilize the possibilities for sustainable development as well
as the well-being of the citizens. The priority sectors are defined as the metal and the wood
industry. Another objective of the policy is to reduce regional disparities by increasing the
competiveness of the manufacturing industry in all provinces of the country129.
The Economic Reform Programme 2017-2019 is the most important economic document of the
country, since it is the basis for the economic dialogue with Brussels. It comprises the economic
policy of Montenegro for the medium run and is structured according to the criteria and
methodology of the European Commission. The underlying objective of this policy is to achieve
more intense and sustainable economic growth along with job creation. This is to be achieved by
way of structural reforms, infrastructure development inciting national and foreign direct
investment. The strategic development goal defined by the Economic Reform Programme 20172019 is sustainable and inclusive economic growth which will contribute towards lowering the
development gap between Montenegro and EU as well as towards further improvement of the
quality of life. The document envisages a comprehensive structural reform agenda which reflects
public policies in the areas of public finances management, energy, transport and
telecommunications, reforms in industrial sector, agriculture and services, lowering informal
127 Source: Montenegro Development Directions 2015-2018. page 2.
128 Source: Industrial Policy for Montenegro until 2020.
129 Source: Development Strategy of the manufacturing industry in Montenegro 2014-2018.
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economy, research and innovation, foreign trade and investment promotion, education and skills,
employment and labour market, social inclusion and poverty reduction.130
The tourism sector has greatly increased in importance for the economic development of
Montenegro (the Central Bank estimates a growth of 460% from €86 million to €480 million
between 2001 and 2017131) and the sector has further been identified as one of the major
contributors to economic growth by the Montenegrin authorities. The Montenegro Tourism
Development Strategy To 2020 was set in place in 2008. It was a joint initiative between the then
Montenegrin Ministry of Tourism and Environment, the German Development Finance Agency and
the Deutsche Investitions- und Entwicklungsgesellschaft, aiming at the sustainable development of
the tourism sector while preserving and protecting the environment. The strategy particularly
highlights its commitment to sustainability. Furthermore, the “masterplan” recommends the
establishment of five regional strategies with the goal of making use of regional specific features as
well as the diversification of Montenegro as tourist destination.132
The Strategy for the Development of Agriculture and Rural Areas 2014-2020 paves the way for
reforms in the agricultural sector and provides a response to the changing environment
(harmonisation of Montenegrin standards in agriculture with European standards). 1) Managing
agricultural resources in a long-term and sustainable manner, while preserving the environment; 2)
Ensuring a stable and acceptable food supply in terms of quality and price; 3) Ensuring adequate
living standards for the rural population, while preserving traditional values; and 4) Enhancing
competitiveness of food producers.
Montenegro is on a path to EU alignment and accession and therefore, the country needs to align
its policy, legislative and regulatory measures to the ‘EU Directive 2012/27/EU on Energy Efficiency’.
In reflection of these objectives, the government has released firstly the Energy Development
Strategy of Montenegro by 2030 and secondly Energy Efficiency Strategy of Montenegro. These
policy documents highlight the need for, and the potential of, increasing national energy efficiency
and energy security.
Lastly the Integrated UN Programme for Montenegro (2017-2021) is a UN Delivering as One
programme that has been voluntarily adopted by the government of Montenegro in 2009. It is
implementing all DaO Standard Operating Procedures: one programme, common budgetary
framework, one fund, and one leader, operating as one, communicating as one. The programme
sets out a set of envisaged results that have been agreed between the Government and the United
Nations System in core areas of cooperation to allow for the realisation of the country’s human
development potential. The programme aims at supporting Montenegro’s development agenda in
the core areas of Democratic Governance, Environmental Sustainability, Social Inclusion and
Economic Governance.
130 Source: Montenegro Economic Reform Program 2017 ‐ 2019.
131 Source: Montenegro Tourism Development Strategy to 2020.
132 Source: Montenegro Tourism Development Strategy to 2020.
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1.1.12 Gender and women empowerment policies
The principles of non-discrimination and gender equality have been clearly articulated in
Montenegro’s legal framework and included in the countries’ development plans. Article 17 of the
2006 Constitution of Montenegro upholds the principle of legal equality for all citizens and in
October 2006 Montenegro ratified the Convention on the Elimination of All Forms of Discrimination
against Women. The Government of Montenegro has also created the Department of Gender
Equality and the Action Plan for Achieving Gender Equality133. Although strides have been made, the
realization of gender equality goals remains a challenge.
By international standards, Montenegro has made limited progress in the area of gender equality
and this is evident in a number of global indicators. In the 2015 Global Gender Gap report
Montenegro has an index of 0.689 and ranks 79 out of 145 countries134. This is a deterioration
compared to the 2014 report in which Montenegro has an index of 0.693 and rank of 74 out of 142
countries135. National targets for MDG 3 (Promote gender equality and empower women) were not
fully achieved by the end of 2015. Additionally, gender equality is addressed in the EU accession
agenda and in 2014, a European parliament report noted that Montenegro has made limited
progress regarding women’s rights, gender equality, representation of women in politics and within
the labor market, and the fight against domestic violence136.
The status of women is best demonstrated by their inclusion in economic activity. With regards to
the gender disaggregated employment rate, it reached its highest value in the last decade, while the
rate of unemployment for women declined from 35.5% in 2014 to 18.2% in 2015. Although the
unemployment rate has been cut in half in the last 10 years, the unemployment rate for women
remained twice as high as the MDG goals137. Although there is little difference between male and
female unemployment, in 2014 46% of women aged 15+ participated in the labor market compared
to 60% of men138. In addition to this, in 2014 only 11.3% of women were self-employed, which is
twice as low as men (21.3%). The gender gaps in labor participation are particularly large in rural
areas where the inactivity rate for women reaches 67%, 27% points higher than for men139. The
gender gap in rural areas could be reduced through increased private sector investments and job
creation in the areas of agriculture and sustainable tourism. Among those who work, a clear wage
gap exists; with women earning 16 % less than men with similar observed characteristics140. An
overall lack of decent jobs for women also impacts their ability to earn pensions. Consequently, only
30,300 women utilize pensions whereas 49,569 men receive these benefits141. The UN Committee
133 Source: Montenegro Tourism Development Strategy to 2020.
134 Source: The Global Gender Gap Report, available at: http://www3.weforum.org/docs/GGGR2015/cover.pdf
135 Source: The Global Gender Gap Report, available at: http://www3.weforum.org/docs/GGGR2015/cover.pdf
136 Source: UN Montenegro Country Analysis, July 2015 (Internal Document).
137 Source: UN Montenegro Country Analysis, July 2015 (Internal Document).
138 Source: World Bank Country Partnership Framework 2016- 2020.
139 Source: Statistics Office of Montenegro (Monstat), Women and Men in Montenegro, 2014, available at: http://bit.ly/1Hz4MtH
140 Source: Statistics Office of Montenegro (Monstat), Women and Men in Montenegro, 2014, available at: http://bit.ly/1Hz4MtH
141 Source: UN Montenegro Country Analysis, July 2015 (Internal Document).
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on the Elimination of Discrimination against Women (CEDAW) has raised concerns regarding the
situation of women in the labor market, particularly with regards to the concentration of women in
low-paid sectors of employment, often on fixed-term contracts that can be easily terminated to
avoid dealing with their right to paid maternity leave and to return to work following childbirth.
Representation of women in high-level positions in public and private sectors is improving but it is
still relatively low.
In order to strengthen women’s economic position in society, the Government of Montenegro
adopted the Strategy for Development of Women Entrepreneurship 2015-2020, with aim to
encourage economic empowerment of women by creating a supportive business environment and
by supporting the development of their entrepreneurial potential, which will also contribute to the
development of existing companies and the creation of new companies as well as job creation and
employment growth, which will ultimately lead to the overall development of the SME sector.

1.2.

Challenges to be addressed

Bearing in mind Montenegro’s long term development goal is to achieve “Smart Growth,
Sustainable Growth and Inclusive Growth“142 for increased quality of life in the long run, there still
remains a significant number of development challenges to be addressed in the upcoming years.
Tourism, energy, agriculture and rural development, and manufacturing industry have been set out
as the main priority sectors by the Montenegro Development Directions 2015-2018, in recognition
of the need to increase productivity and enable job creation. The Industrial Policy for Montenegro
until 2020 recognizes “enterprises and industries” as the real agents of change and development
and identifies four immediate tasks within the framework of the intended long-term modernization
of industry, namely: 1) introduction of “smart specialization” to support the most promising new
industries; 2) development of new emerging industries and their grouping within clusters and
industrial value chains; 3) linking business services to industrial design and manufacturing; and 4)
minimizing the long-term environmental impact of industrial modernization and restructuring. In
line with the Montenegro Development Directions 2015-2018 and building on its findings, the
Industrial Policy identifies 3 industrial and service-related sectors with potential for growth,
possessing strong export potential: manufacturing industry (agro-food, wood processing, metal and
pharmaceuticals), energy, and tourism. The policy encourages other sectors, which contribute to
industrial development, such as: transport, ICT and creative industries, business service sectors, and
construction.
In addition, SDG 9 is among the prioritized SDGs for the country and is heavily reflected in the main
national strategy and policy documents such as the Industrial Policy 2020 and National Sustainable
Development Strategy 2030.
In view of the past cooperation experience and lessons learned and with due regard to the national
development strides and the priority areas of cooperation identified together with the Government
142 Source: Montenegro Development Directions 2015-2018.
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of Montenegro, the main challenges to be addressed during the implementation of the current CPF
are:
1. Increasing the competitiveness and productivity of MSMEs in priority manufacturing sectors
Manufacturing is not only severely underrepresented in the overall economic landscape of
Montenegro, but the industrial base is outdated, inefficient, lacks innovations and has only weak
linkages to the regional and global economy. In addition, many work-intensive manufacturing subsectors (e.g. textile, leather production) have almost completely disappeared. An increased number
of productive, efficient and profitable MSMEs are critical for Montenegro’s growth and
competitiveness as their value added is estimated to account for about two thirds of GDP. Among
them manufacturing MSMEs are particularly vulnerable as they utilize obsolete technologies for
manufacturing processes and produce low technology and low value added products. A general
export weakness is the lack of diversification in terms of both numbers of products exported, and
numbers of countries exported to.
Cognizant of these challenges, the Government prioritizes industrial modernization and increased
R&D as means to halt the long-term deindustrialization trend. In this regard, support is especially
needed on widening the production base, increasing industrial output quantity and quality, and
facilitating market access at national, regional and international levels.
2. Strengthening business linkages and lowering private sector transaction costs for market access
In small countries such as Montenegro where the domestic market is of limited size, entering new
markets is a matter of survival. MSMEs in Montenegro are poorly integrated into the global
economy and face substantive barriers to be competitive in exports as they often operate in
isolation, are unable to innovate, have low productivity, and are hampered by high costs and lack of
information on market needs. To fully realize Montenegro’s substantive comparative advantage in
some sectors, especially in agro-industries and tourism, development of business linkage and
clustering has been put high on the country’s industrial development agenda.
3. Advancing fragmented agricultural production and low standards compliance
Agriculture is a key sector for achieving shared prosperity in Montenegro as it provides by far the
largest source of income in rural areas, where 41% of the poor live, and where the inactivity rate of
women reaches 67%143. Despite having an immense potential due to favorable climatic conditions
and output diversification, agricultural and rural development are confined by small-scale farms
that produce limited yields, owing to insufficient knowledge, outdated technologies, and weak
supply chains. Farms are often fragmented and not officially registered as agricultural holdings and
therefore deprived of market access. These shortcomings make it difficult for agricultural producers
to invest in equipment and new technologies and hence produce agricultural output that can
respond to the increasing demand, also stemming from the seasonal tourism. The result is that the
sector is hampered by low productivity, high input costs and difficulties in producing standardized
products in larger quantities intended for domestic and international markets that correspond to
international standards and are in compliance with EU regulations.
143 Source: Strategy of Agriculture and Rural Development 2015-2020., page 25.
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4. Improving environmental practices and enhancing the utilization of energy efficiency measures
and renewable energy sources
Montenegro has been constitutionally defined as an “ecological state”, yet the country faces serious
sustainability challenges. Low environmental practices further aggravate the dire legacy of the past
in the area of industrial pollution, often in close proximity to major cities and tourist areas. Water
quality is a significant challenge as there are many hotspots around residential areas. In addition,
the inherited industrial structure relies on high energy consumption. The country depends on
electricity imports, while the usage of renewable energy resources is low especially from solar, wind
and geothermal resources, despite having a significant potential for the development of renewable
energy sources (including biomass, new hydro, wind, and solar). Energy intensity is 3.3 times higher
than the EU28 average144.

2.

UN Coordination Framework

The United Nations Development Assistance Framework (UNDAF) contains the strategic programme
planning framework for collaboration between the UN System and Government of Montenegro for
the period 2017–2021. It is closely aligned with national human rights and development priorities
and is based on extensive consultations with the Government of Montenegro across all sectors, with
local government, national institutions and partners, and with civil society. Furthermore, the UNDAF
is aligned with the 2030 Agenda on Sustainable Development and the Sustainable Development
Goals. It is also particularly framed by the EU accession reform agenda systematically pursued by the
Government of Montenegro.
The UNDAF frames the work of the following resident and regionally based United Nations
Organisations: UNICEF, UNDP, UNHCR, WHO, ILO, IAEA, UNIDO, UNECE, UNESCO, UNEP, UN
Women, UNOPS, FAO, UNODC and UNCTAD.
UNIDO has actively participated in the formulation of the UNDAF 2017-2021. It aims at taking full
advantage of the combined knowledge and resources of the UN System organizations working
under the “Delivering as One” modality applied in the country as of 2010, and sustaining the results
of the past Integrated UN Programme 2010–2016.
The planned results of UNDAF focus on four strategic areas that respond to Montenegro’s
development and human rights challenges and make use of the United Nations’ comparative
advantages, as follows:
1) Democratic Governance
2) Environmental Sustainability
144 Source: International Energy Agency, World Energy Statistics and Balances.
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3) Social Inclusion
4) Economic Governance.
UNIDO contributes to focus area ‘’Environmental Sustainability” and ‘’Economic Governance” under two
outcomes (as shown below) with a total resource mobilization requirements of USD 1,400,000.
Outcome statement 2.2: By 2021, the people of Montenegro are benefiting from sustainable
management of cultural and natural resources, combating climate change and disaster-risk
reduction.
Outcome statement 2.5: By 2021, people of Montenegro are benefitting from an enabling
institutional and regulatory framework for sustainable and inclusive economic growth based on
innovation, entrepreneurship and competitiveness.
As part of the Delivering as One family in Montenegro, UNIDO is actively participating in joint
programming, which resulted in the successful implementation of two projects, one focused on
green jobs in tourism, wood processing and agriculture industries and the other one related to
cluster development as means of boosting SME competitiveness in Montenegro.
In 2009, together with UNDP, UNEP, UNESCO and FAO, UNIDO leveraged funds under the One UN
Fund for the implementation of the joint UN Programme “Improving livelihoods and employment
opportunities in the northern region of Montenegro through the promotion of green jobs, cluster
development and institutional capacity building with a focus on the tourism, wood processing and
agriculture industries”. UNIDO’s role was to support the Ministry of Economy in the development
and implementation of a national cluster strategy, containing a concrete set of measures for
systemically increasing the competitiveness and market access of SME clusters and networks in the
country. The process led up to the development of the Strategy for Sustainable Economic Growth
through the Introduction of Clusters (2012-2016) focused on: (a) mapping of existing business
clusters and networks in Montenegro; (b) undertaking diagnostic studies of 15 selected sample
clusters to identify the key challenges and problems faced by the local businesses; (c) undertaking a
demand assessment for key cluster products with a focus on potential buyers in the food and
tourism industries; (d) undertaking a capacity building and testing interventions in selected pilot
clusters that have been diagnosed; (e) carrying out a capacity assessment of key support institutions
and municipalities; and (f) drafting and implementing the national strategy with a view to increasing
the contribution of selected clusters and networks to employment retention, import substitution,
export promotion or new business and job creation.
Over the period 2014-2016 UNIDO joined hands with UNDP for the implementation of the EUfunded project “Enhancing the competitiveness of local SMEs in Montenegro through cluster
development”. It built on predecessor initiatives that encompassed cluster development
components implemented by UNIDO in Montenegro since 2009, and set a strong focus on
supporting the Ministry of Economy in the implementation of the Strategy for Sustainable Economic
Growth through the Introduction of Clusters (2012-2016) as a tool for competitiveness
enhancement of SMEs. In addition, UNIDO’s part of the project included the provision of direct
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assistance to four clusters (fresh water fish, olive oil, metal works and wine cluster) in the
formulation, implementation and monitoring of joint action plans and the creation of market
linkages. Among the project achievements stand out the following results:
●
●
●

●

●
●
●
●
●
●
●

4 clusters assisted in implementation of cluster action plans
1 new luxury product produced from old olive trees older than 2000 years developed
The project has supported 47 SMEs in 4 clusters directly (representing 167 full-time and
about 280 part time employees), based on the UNIDO cluster development methodology.
These firms benefited from upgraded equipment and production capacities, improved sales,
access to new markets and value addition to their projects – all by engaging in joint actions,
which would not have been achieved by firms individually.
The employees of 13 self-government units were engaged in 29 training courses (including
study tours) and 102 other project related meetings and field visits, which resulted in the
development of 7 project proposals to support SME clusters, out of which 3 were developed
under the model of inter-municipal cooperation
9 joint business projects/initiatives initiated by each pilot cluster
New marketing brand for agricultural products developed: “Delicious Montenegro”
4 cluster diagnostic studies updated and one new diagnostic study developed
2 training courses for new cluster development agents organized
Analysis of the appropriate legal structure for Montenegrin cluster carried out
Study to identify funding possibilities for cluster initiatives prepared
Technical inputs for the cluster selection process during the Rollout phase of the Strategy
prepared

Currently, UNIDO partners with 3 other UN agencies (UNDP, ILO and UNCTAD) and leverages funds
through Delivering Results Together Fund (DRT-F) for the implementation of the joint project
‘’Fostering competitiveness and innovation of Montenegro through sustainable economic growth
policies”. UNIDO is supporting the Ministry of Economy in the implementation of the Industrial
Policy until 2020 as well as continues providing assistance on the SMEs and cluster level.

3.

Past Cooperation and Lessons Learned145

UNIDO was the first UN organization that Montenegro joined after it restored independence in
2006. Since that time UNIDO supported Montenegro with the delivery of 14 technical cooperation
projects with a total budget around 3,000,000 EUR. Technical cooperation was predominantly in the
field of safeguarding the environment with Ministry of Sustainable Development and Tourism
(cleaner production, compliance with the Montreal Protocol, national energy development strategy
and action plan, as well as water management (transfer of eco-remediation and TEST technologies))
145 No independent project evaluations of the UNIDO TC portfolio in Montenegro were conducted so far.
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but also addressed areas such as SMEs competitiveness and cluster development, jointly with
Ministry of Economy. UNIDO could leverage funds from various partners and funds such as: One UN
Fund, the Montreal Protocol Fund, the European Union, the Delivering Results Together Fund (DRTF) and Slovenia.
Taking into account the absence of UNIDO representation in Montenegro, the fact that UNIDO was
able to raise funds from different sources could be considered a success. In this regard, the strong
support of the Government side was central. An illustrative example is the strong national back up,
which allowed UNIDO to tapping into EU funds through “indirect management” modality for the
implementation of the project “Enhancing the competitiveness of local SMEs in Montenegro
through cluster development”, where a competitive tender process proved inefficient in granting
access to the required expertise. The project was highly successful and contributed greatly to the
larger visibility of UNIDO on the ground.
Throughout project implementation, UNIDO became well acquainted with the development
challenges of Montenegro as well as the realities on the ground, and was able to draw some useful
lessons. These include:
-

-

-

Given the size of Montenegro, large-scale projects with multimillion budgets would
definitely face certain impediments related to national absorption and implementation
capacities; well-tailored projects reflecting the actual realities on the ground and taking into
account the execution potential of national counterparts have a better chance to leave a
lasting development impact.
Development funding is not readily available in Montenegro as the country is not in the
focus of the donor community being an upper-middle income country. Bilateral donors are
increasingly phasing out and are redirecting their assistance to newly emerging needs in the
region, such as the refugees’ crisis. Striving to become an EU member, Montenegro’s
development efforts are supported mainly by EU-funding instruments and some DFIs. As
mentioned above, the Government’s support is of utmost importance for leveraging funding
from both the EU and the DFIs, such as the World Bank.
The lack of formal UNIDO representation in Montenegro has been an obstacle for the
smooth TC delivery and the overall visibility of UNIDO in the country. However, through
different projects a UNIDO National Consultant in Montenegro has been maintained on the
regular basis and is hosted by the Ministry of Economy of Montenegro. This semiinstitutionalized and semi-formal representation has proved to be central for strengthening
UNIDO’s portfolio in Montenegro and increasing the visibility of the Organization among
national and international development partners.

The details of the current UNIDO project portfolio are given in the below table and in brief UNIDO
currently has 5 ongoing TC projects with a total budget of roughly US$1.7 million.
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Table 6: Current UNIDO Project Portfolio
Project Title
Thematic area

Project
status
Ongoing

Budget146

Donor(s)

$848,237

- Regular
Programme
of Technical
Cooperation
;
- UN Country
Fund
Montenegro
;
- European
Union.
Montreal
Protocol

1

Enhancing the
competitiveness
of local SMEs in
Montenegro
through cluster
development

GC2 Advancing
Economic
Competitivenes
s

2

HCFC phase- out
management
plan (Stage 1)

Ongoing

$353,500

3

Transfer of
Environmentally
Sound
Technologies
(TEST) for the
treatment of
biological sludge
from Mojkovac’s
municipal waste
water treatment
plant
Transfer of
Environmentally
Sound
Technologies
(TEST) for the
clean-up of Port
Milena Channel
Montenegro
ODS alternatives
survey

GC3
Safeguarding
the
Environment
GC3
Safeguarding
the
Environment

Ongoing

$290,176

Slovenia

GC3
Safeguarding
the
Environment.

Ongoing

$210,000

Slovenia

GC3
Safeguarding
the

Ongoing

$40,000

Montreal
Protocol

4

5

146 Budgets are quoted from the UNIDO Open data Platform and are expressed in US dollars as per UN exchange rate of 21 Oct 2016; the budgets do not reflect UNIDO support
costs; in some instances, the original budgets are in euro thus due to exchange rate fluctuations the online data might vary.
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Environment.

4.

Country Programme Components

In December 2013, Montenegro signed the Lima Declaration on inclusive and sustainable industrial
development (ISID) which aims at harnessing the full potential of the industry’s contribution to the
achievement of sustainable development and lasting prosperity for all. The country has undertaken
coordinated efforts to pitch sustainable re-industrialization as one of the pillars of its smart growth
model based on increased industrial productivity, private sector development, and innovation.
Building on the results of UNIDO’s successful project portfolio in the area of eco-remediation, the
Ministry of Sustainable Development and Tourism with an official letter, dated 2 April 2015, called
upon expanding the existing cooperation in response to Montenegro’s priorities related to
wastewater treatment, sludge management and rehabilitation of dump sites. The Government of
Montenegro through the Ministry of Science and the Ministry of Economy, have officially stated
their commitment for more intensified collaboration with UNIDO and requested the development of
a country programming framework (CPF) for Montenegro in official letters, dated 21 October 2015
and 17 November 2015 respectively. UNIDO fielded a fact-finding and programming mission to
Podgorica in April 2016, during which a series of meetings with representatives of the Government,
UN, private sector and donor institutions were held to gather first hand data, identify the country
priorities and industrial development needs, scope the possible UNIDO interventions under the CPF
and define potential partners for its implementation. The findings of the mission were captured in
the Needs Assessment of Montenegro147 . Among the mission’s conclusions was that a parceled
approach based on individual technical assistance projects could not bring about the critical mass of
impact needed to meet the industrial development strides of Montenegro, hence, a road-map
geared towards commonly agreed results and guided by a strategic programmatic framework would
be better positioned to steer the attainment of ISID-related outcomes.
The overall objective of the CPF is to support the Government of Montenegro to achieve and sustain
smart, sustainable and inclusive growth through increased competitiveness, accelerated reindustrialization, increased productivity in selected sectors, job creation and private sector
development. It aims at creating favorable conditions for the attainment of the strategic goals of
Montenegro set out in the Sustainable Development Strategy of Montenegro by 2030, the Industrial
Development Policy until 2020, and Montenegro Development Directions 2015-2018, and is fully in
line with the UNDAF 2017-2021 and Delivering as One approach and activities. The CPF will
contribute to the achievement of all industry-related goals of the 2030 Agenda, specifically SDG 9.
In close cooperation with the national counterparts, the following three components representing
thematic areas of UNIDO interventions under the CPF for Montenegro were agreed upon:

147 Needs assessment for CPF is available in a separate document.
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Component I: Strengthening industrial competitiveness
Component II: Boosting rural development and job creation
Component III: Environmental management and sustainable energy
The CPF addresses cross-cutting issues including economic empowerment of youth and women.
Specifically in terms of gender mainstreaming, each component is to implement project activities
that ensure women and men can equally access project resources and services, equally participate
in project activities and decision-making processes and equally benefit from trainings or other
capacity building activities offered by the projects.
Table 7: Alignment of the CPF
CPF WILL BE ALIGNED WITH:
CPF components

Strengthening
industrial
competitiveness

Boosting rural
development and
job creation

Environmental
management and
sustainable energy

Relevant national sector
priorities
Industrial Policy of
Montenegro till 2020,
National Sustainable
Development Strategy
2030, Montenegro
Development Directions
2015-2018, Programme
of Economic Reforms
2017-2019, Strategy for
Scientific Research
Activities
Industrial Policy of
Montenegro till 2020,
National Sustainable
Development Strategy
2030, Montenegro
Development Directions
2015-2018, Strategy for
Regional Development
of Montenegro 20142020
National Sustainable
Development Strategy
2030, National Strategy

UNDAF 20172021
Pillars

Other national/regional/
international
UNIDO’s
frameworks
priorities - ISID
and commitments
SDG 1, SDG 8, SDG 9, SDG
12, SDG 16

Pillar Economic
Governance:
Outcome 2.5

EU accession chapters
Chapter 8: Competition
policy
Chapter 20: Enterprise
and industrial policy
Chapter 25: Science and
research

Advancing
Economic
Competitivenes
s

SDG 1, SDG 8, SDG 9, SDG
12, SDG 16
Pillar Economic
Governance:
Outcome 2.5

Pillar:
Environmental
Sustainability:

EU accession chapters
Chapter 8: Competition
policy
Chapter 11: Agriculture
and rural development
Chapter 22: Regional
policy
SDG 8, SDG 9, SDG 11,
SDG 12, SDG 13, SDG 14,
SDG 15

Creating Shared
Prosperity

Safeguarding
the
Environment
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for Climate Change
2030, Strategy for EcoRemediation of
Montenegro, Energy
Policy of Montenegro
until 2030

Outcome 2.2

EU accession chapters
Chapter 15: Energy
Chapter 27: Environment

The following section describes the thematic components of the CPF. A number of project proposals are
listed for consideration under each component. Annex I features detailed description of these proposals,
whose implementation depends on the successful funds mobilization. Other projects can be freely
included under the components whenever identified.

4.1

Component I: Strengthening industrial competitiveness

Situation analysis
Currently, the economic structure of Montenegro is not easily adaptable to changes in the demand
on the local and world markets. The long-term capability of the Montenegrin economy to be
nationally, regionally and internationally competitive is inhibited by its sectoral imbalance, low
productivity within industry, undiversified export structure, unrealized innovation potential,
underutilization of modern and advanced manufacturing and other factor.
Montenegro is trying to respond to the ongoing sectoral and growth challenges by prioritizing reindustrialization as set out in the newly adopted Industrial Policy of Montenegro till 2020 and in
other key strategic documents such as: Economics Reform Programme of Montenegro 2017-2019,
Montenegro Development Directions 2015-2018 as well as by the National Sustainable
Development Strategy by 2030. For instance, the Industrial Policy of Montenegro recognizes the
need for re-industrialization as a primary objective in order to strengthen the economy to allow
production processes based on modern technical and technological achievements, where the
structure, quality and design are constantly adapting to market demands. The vision is to create
conditions for modernization of industry based on knowledge and innovation aiming to provide
better integration into international market, through further improving the business environment,
supporting enterprises and entrepreneurship, and stimulating the use of modern technologies with
a view to creating new and better quality jobs148.
Indeed in Montenegro the effects of the global economic crisis and the deindustrialization process
have been profound. The ongoing trend of the Montenegrin economy over the past few decades –
away from industry towards an economy dominated by services – creates significant risks that the
economy is becoming sectorally unbalanced, insufficiently diversified, and vulnerable to external

148 Source: Industrial policy for Montenegro until 2020.
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economic shocks149. Between 1990 and 2015 the contribution of industry to the GDP decreased 3.5
times (from 35% to 10.7%)150. Between 2000 and 2014 the share of industry continued decreasing
(from 17% to 10.7% at constant prices)151. The industrial sectors contributing most to the economy
are energy, tourism, manufacturing industry152. The share of GDP for manufacturing is way below
the European standards and amounts to merely 3.9%153. The sub-sectors of textile production and
garment, leather production and leather products, as well as rubber and plastic production, have in
the past 10 years almost completely disappeared from the manufacturing industry of Montenegro.
Still there are some positive estimates for the future development of industry and it is expected that
the real growth rate of industrial sector in 2016 will be 4.4%, 2.9% in 2017 and 2.9% in 2018154.
The industrial sector of Montenegro is characterized by low productivity, obsolete production
technologies, lack of innovation and weak competitiveness. Thus industrial modernization through
use of modern technologies and production facilities, improvement of industrial value chains, and
integration of Montenegro into the global market is set as an immediate priority in Montenegro’s
development agenda. Moreover, through the linkage with the accompanying industry sectors, with
the support of scientific institutions, strengthening links between the economy and research
community will enable the diversification of the production base in industry and development of
new sources of comparative advantage as a basis for sustainable economic development.
The main objective of this CPF component is to unlock Montenegro’s competitiveness potential
through assistance in moving towards higher value-added processes and products in priority growth
sectors, strengthening the linkages between science and industry aiming to create and implement
innovation, enabling better access to financial resources, improving the business environment and
providing better compliance of the education system with labor market needs for achieving longterm sustainable growth.
Under this component, it is therefore envisaged the implementation of three pilot projects (details
are provided in Annex I). In the area of industrial modernization and upgrading two proposed
projects are focusing on industrial modernization and competitiveness of industry targeting selected
pilot enterprises in the metal sector, as the most important sub-sector of the manufacturing
industry (production of basic metals and production of metal products) with a share of 22.9%155 in
2015 and on improving the competitiveness of the textile industry (including home textile, garment,
occupational clothing, leather), as a work-intensive but disappearing sector, through modernization
and market access. These project ideas are direct spin-offs of the UNIDO programming and factfinding mission to Montenegro in April 2016, after which the Ministry of Economy of Montenegro
proposed the initiation of the below two technical cooperation projects. In addition, the Ministry of
149 Source: Industrial Policy of Montenegro until 2020.
150 Source: Industrial Policy of Montenegro until 2020, MONSTAT.
151 Source: Industrial policy for Montenegro until 2020, MONSTAT.
152 Source: Industrial Policy of Montenegro until 2020.
153 Source: Industrial policy of Montenegro until 2020.
154 Source: Montenegrin Guidelines of Macroeconomic and Fiscal Policy for the Period 2015-2018.
155 Source: Industrial policy of Montenegro until 2020.
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Science has expressed interest in cooperating in the area of developing sustainable linkages
between the national capacities in science and technology with the industrial sector of the country.
4.2

Component II: Boosting rural development and job creation

Situation analysis
Despite being one of smallest countries in Europe with 622,218 inhabitants (2016 estimates) 156,
Montenegro is facing severe regional development disparities. The Northern region of the country
still lags significantly behind the other two regions (Central and Southern region) in terms of the
poverty incidence and the availability of socio-economic opportunities compared to the national
average. The Northern region covers more than 50% of the state’s territory, but host less than a
third of the total population. From eleven municipalities of the Northern region, the
competitiveness level for ten of them is below the national average. Accordingly, unemployment in
Montenegro has a very strong regional dimension157. One result of this economic divide is a
considerable level of North-South migration, resulting in a net population decrease of 28% in the
North over the past ten years158. Boosting economic activities in the impoverished regions and
municipalities would have a strong effect on their overall welfare. For the predominantly rural
population in the Northern and mountainous region, where income generation possibilities are
limited, agriculture represents a major source of income generation. This also holds true for 30% of
the Montenegrin economically active population, who is predominantly engaged in agricultural
activities on family agricultural holdings/farms, despite the official statistical data indicating that
agriculture employs merely 1.6% of the population159. According to the Agricultural Census data
from 2010, 98.949 persons are hired on farms, out of which 39.155 are women, or 39.57%.
Currently, less than 1% of all agricultural holdings in Montenegro are registered as business
entities160. The small, fragmented family farms dominate the agricultural landscape. Productivity is
held back by the lack of knowledge, limited mechanization and application of modern technologies,
missing storage facilities (e.g. for fruits and vegetables), which hampers the abilities of farmers and
producers to meet even the increasing local demand for branded and high quality goods, as well as
for organic produce, also boosted by the rising tourism. Agricultural production has a seasonal
character, thus limiting the farmers’ ability to achieve higher income and continuous market supply.
The Government of Montenegro recognizes the multi-functional role of agriculture for the national
economy and the sector is viewed in a broader context beyond its mere contribution to the GDP. It
provides revenue to a large segment of the population, balances off regional disparities and poverty
in rural areas, has strong interlinkages to the tourism sector and enriches its offer, supports food
security and others. Cognizant of the fact that Montenegro is not in a position to become a major
large-scale producer and exporter, the objective of the Government is to focus on the development
156 Source: Statistics Office of Montenegro (Monstat), Population estimates.
157 Source: Ministry of Economy, Competitiveness level of local self-government units.
158 Source: Statistics Office of Montenegro (Monstat), Migration statistics, available at: http://www.monstat.org/cg/page.php?id=1340&pageid=53
159 Source: Strategy for the Development of Agriculture and Rural Areas 2015-2020
160 Source: Strategy for the Development of Agriculture and Rural Areas 2015-2020
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and production of high-quality traditional agri-food products which will be marketed through
tourism and to ensure that domestic demand can be met by locally produced all year round
agricultural outputs as the country is a net importer of food. To achieve this a further impetus is
needed to increase the economic activity in the agricultural sector, turn more farmers into market
oriented suppliers and enhance their capacity to produce high-quality food products, hence create
more and viable micro, small and medium-sized businesses (MSME) and jobs.
For newly emerging and already existing MSMEs, support is needed to increase their
competitiveness and enable them access the markets. Improving the export oriented performance is
especially relevant in light of the niche orientation toward branded products of high value. This is
confirmed by the detailed analysis of the different respective international comparative indicators
and reports, which cover all main topics of international competitiveness161. Still MSMEs are facing a
series of challenges that hamper their competitiveness and they could be summarized as follows:
-

-

-

Lack of empowered organizations with entrepreneurial capacity to sustain viable business
relations and negotiate equitable future contracting;
Inadequate and inequitable market governance;
Underdeveloped value chain infrastructure enhances the marginalization of MSMEs, and
there is a lack of concerted and sustained efforts promoting private sector investments with
equitable partnering with smaller producers and processors along the value chain;
Transaction costs associated with sourcing and transporting/shipping products are high for
several reasons. First, production is highly fragmented and they lack the economies of
scale/volumes required to harvest lots which can economically be produced, and
transported;
Emerging agri-businesses have only limited access to capital, relevant information and
know-how to produce, pack, brand, promote and market their products.

As a reaction to the rapid changes brought about by globalization, more and more consumers are
searching for what is authentic or special. The market for high end food and luxury goods is growing
and many are also willing to pay higher prices for traditional products (i.e. food and handicraft) that
retain the quality of the past and that are deeply rooted in the popular cultures of their territories of
origin. For small producers, these new trends signify a major opportunity, as it frees them from
having to compete on price with generic and standardized products. The challenge for producers in
a region when they all produce the same good is to identify its unique features and to enhance its
reputation in the market. This process will be largely linked to Montenegro’s natural heritage and
preserved nature and the declaration of ecological state of Montenegro back in 1991.
Another key trend of relevance for Montenegrin industry (taking into account that the country
attracts many tourists every year) is that gastronomy has become a central part of the tourism
experience. In recent years, food tourism has grown considerably becoming one of the most
dynamic and creative segments of tourism. Both destinations and tourism businesses have realized
161 Source: Industrial policy for Montenegro until 2020.
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the importance of gastronomy order to diversify tourism and stimulate local economic
development.
Consequently, a cluster approach, combined with a strong market-access element, has been
identified as an optimal solution to support local MSMEs to gain the necessary competitive position
to sustain their business, thereby creating more job opportunities, especially in the rural areas.
UNIDO has supported the Government of Montenegro through the implementation of two clusters
related projects, under which the Strategy for Sustainable Economic Growth in Montenegro was
developed and its implementation was facilitated through the provision of pilot support to four
clusters. The importance of the clusters approach has been recognized by other strategic
Government documents such as the Industrial Policy of Montenegro until 2020, the Development
Directions of Montenegro 2015-2018 and the Strategy for Regional Development of Montenegro
2014-2020.
The main objective of this CPF component is to strengthen the competiveness of agri-food MSMEs
and increase Montenegro’s overall capacities for production of high quality agricultural products
through a cluster-based and value-chain approach whereby boost rural development and job
creation. It aims at encouraging women economic empowerment by supporting the entrepreneurial
potential of women, especially in rural regions, where their inactivity rate reach 67%162.
The project ideas in Annex I are direct spin-offs of the UNIDO programming and fact-finding mission
to Montenegro in April 2016.
4.3

Component III: Environmental management and sustainable energy

Situation analysis
The constitution defines Montenegro as a “civic, democratic and ecological state”163, and there is a
general perception in the population that the environment represents one of the most important
assets for the future of the country. However, there are concerns about the deterioration of the
environment due to pollution and over-exploitation of natural resources.
According to the EU Report on Montenegro for 2015, the country still falls far short of meeting the
requirements on environmental performance and climate change, although some progress has been
achieved, for example in energy efficiency, in promoting “greening of the economy” and efforts to
develop the potential of green jobs164. The main challenges highlighted refer to implementation of
the relevant legislation, to strategic planning related to final outcomes of the 2015 Paris Climate
Change Conference, and to alignment of legislation with the Acquis and preservation of several
nature reserves165.
162

Source: Strategy of Agriculture and Rural Development 2015-2020

163 Source: The Constitution of Montenegro.
164 Source: EU 2015 Report on Montenegro, available at: http://www.delmne.ec.europa.eu/code/navigate.php?Id=1
165 Source: EU 2015 Report on Montenegro, available at: http://www.delmne.ec.europa.eu/code/navigate.php?Id=1
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Environmental sustainability in Montenegro has a particularly strong linkage to economic
development, given the critical importance of tourism for the Montenegrin economy. Significant
improvements are urgently needed in water and industrial waste management. Enforcement of
environmental regulations on industrial pollution is still fairly weak and waste disposal and
treatment practices are below EU and international standards. The energy sector, comprising energy
supply and consumption in the transport, residential and service sectors, has the highest share in
GHG emissions, accounting for 68% of the total emissions in 2011. This was followed by the industry
(20%), agriculture (10%) and waste (2%) sectors. About 99% of emissions from the industrial sector
originated from Aluminum Plant Podgorica (KAP).
Although policy and legislative improvement has occurred in recent years, a number of challenges
remain in the area of water management. Among them is groundwater protection, since most water
for human consumption relies upon groundwater from karstic aquifers. Another challenge is coastal
zone management, where the introduction of integrated management is required.
Montenegro has been a state party to the Stockholm Convention on Persistent Organic Pollutants
since March 2011. Nevertheless, the total amount of polychlorinated biphenyls (PCBs) in
Montenegro is not known, but a survey conducted in 2007 indicated about 2,000 tons of PCBs in
transformers and capacitors166. A detailed, countrywide inventory of equipment containing PCBs is
lacking for now but it will be performed in the framework of the GEF funded project
“Comprehensive Environmentally Sound Management of PCBs” to be implemented by UNDP as of
mid. 2017.167. The country is also a signatory to the Montreal Protocol on Substances that deplete
the Ozone Layer.
Montenegro as one of the signatories of the Energy Community Treaty has obligation to harmonize
legislation with EU directives in the energy sector. The Law on Energy has been put into
enforcement in January 2016 and has significantly transposed the Directive on renewable energy
2009/28168 . Although Montenegro has high potential for renewable energy, only hydropower is
used for electricity production in considerable quantity, as is biomass for heating purposes. The
country gives efforts to increase renewable energy sources, i.e to produce 33% of share of
renewable energy in total final consumption of energy by 2020 as per the national target.
Energy efficiency represents a priority in Montenegrin energy policy. The country’s energy intensity
has been in decline, as between 2007 and 2011 a 40% improvement has been indicated169,
nevertheless, it is still 3.3 times higher than the EU28 average170. This is primarily due to the
significant consumption in the industry sector (mainly aluminum and steel), which are using
166 Source: Third Environmental Performance Review of Montenegro, UNECE 2015.
167 Source: Third Environmental Performance Review of Montenegro, UNECE 2015.
168 Directive on the promotion of the use of energy from renewable sources and amending and subsequently repealing Directives 2001/77/EC and 2003/30/EC
169 Source: Third Environmental Performance Review of Montenegro, UNECE 2015.
170 Source: International Energy Agency, “World Energy Statistics and Balances” 2015.
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outdated and energy inefficient technology. . In addition, energy consumption is also relatively
inefficient within many private sector enterprises. Although one quarter of Montenegrin SMEs
declare themselves ready to take environmental action that goes beyond mere compliance with the
legislation, energy and other resource efficiency measures are not widely applied at the present
time.
UNIDO has been actively assisting Montenegro in the area of energy and environment in industrial
sectors through the delivery of the following technical cooperation projects:
●
●
●
●
●
●

Energy development strategy for Montenegro and action plan;
Transfer of Environmentally Sound Technologies (TEST) for the clean-up of Port Milena
Channel;
Transfer of Environmentally Sound Technologies (TEST) for the treatment of biological
sludge from Mojkovac’s municipal waste water treatment plant;
Fostering competitiveness and innovation of Montenegro through sustainable economic
growth policies;
HCFC phase out management plan and institutional strengthening;
ODS survey.

The main objective of this CPF component is to ensure the continuation of UNIDO’s assistance in
response to the ongoing environmental and energy-related challenges faced by Montenegro.

5.
5.1.

Management Framework

Programme implementation

The CPF will be carried out within the overall framework of the National Strategy for Sustainable
Development 2030 and the Industrial Policy of Montenegro until 2020 and will be closely aligned to the
objectives, strategic outcomes and deliverables of the UN Development Assistance Framework for
Montenegro 2017-2021. Ensuring full national ownership will be the guiding principle of the CPF
implementation. Therefore, within the overall aim of strengthening national capacities for managing the
development process in the country, the CPF will seek to build the necessary institutional and human
competencies to ensure the sustainability of the Programme’s results beyond its completion.
The Ministry of Foreign Affairs will ensure the overall coordination at the country level and will facilitate
and provide strategic guidance to the implementation of the CPF under the already existing coordination
mechanisms defined for UNDAF. The Ministry of Economy, together with the Ministry of Sustainable
Development and Tourism, Ministry of Agriculture and Rural Development and the Ministry of Science
will be main government counterparts for the implementation of the CPF. Another stakeholder that will
play a central role is the private sector and its support institutions in the country such as the Chamber of
Economy of Montenegro.
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Due to the lack of UNIDO representation in Montenegro, Europe and Central Asia Division will enact the
dual role of a focal point for the CPF both at the local and at the HQs level. The Division will lead the
overall coordination, provide oversight in the management and act as an interface between the
technical departments for the overall CPF implementation, monitoring and reporting, and will provide
support to the Government in fund raising. Close interaction with the Permanent Mission of
Montenegro to UNIDO in Vienna will be sustained to ensure and maintain conducive environment for
the execution of the Programme and provide the necessary assistance to Project Managers on the
ground. Owing to the fact that Montenegro is applying the “Delivering as One” modality, UNIDO’s
operations on the ground have to be in full alignment with the strategic Outcomes of the UN
Development Assistance Framework for Montenegro 2017-2021. In addition to the above elements, an
informal mechanism of ongoing implementation oversight, coordination and reporting needs to be
created with sufficient financial resources to facilitate the CPF implementation and ensure proper
coordination, monitoring and reporting both at the HQs- and at the field level. This requires a budgetary
allocation of approximately EUR 30,000 (as a minimum) per year for the duration of the CPF, subject to
the approval of UNIDO Executive Board and in the understanding that the Ministry of Economy will
continue to provide an office for UNIDO expert/s as an in-kind contribution to the coordination
activities.

5.2.

Coordination

The delivery of the CPF outputs will be thoroughly coordinated within the UN Development Assistance
Framework for Montenegro 2017-2021. UNIDO will follow the existing coordination format that has
been applied in Montenegro in the context of Delivering as One. Europe and Central Asia Division will
ensure that all coordination activities related to the CPF are linked to the existing UNDAF process. To
this end, a CPF Steering Committee (CPSC) will be set up in the first six months of the launch of the CPF
and it will be summoned in conjunction with the Joint Country Steering Committee (JCSC) on a pilot
basis. The CPSC will further enhance coordination and ensure an ongoing national ownership of the
Country Programme. The CPSC will be comprised of Government representatives, implementing
national counterparts, donors and UNIDO. Its responsibility will be to exercise overall programme
oversight and provide guidance to the implementation. The CPSC will harmonize its work with the
UNDAF Joint Country Steering Committee.
For each project, a separate technical steering committee will be established to monitor and guide the
implementation of the respective project. Main implementing counterparts, the lead Ministries as per
specific area of intervention as well as UNIDO project coordinators will participate at the technical
steering committees. Implementation and monitoring of individual projects implemented within the
framework of the Country Programme will be carried out as described in the individual project
documents.

5.3.

Monitoring and Evaluation

The CPF shall be subject to UNIDO and/or UNDAF evaluation policy and guidelines, in conformity with
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UNEG/DAC norms and standards and latest Director General’s Administrative Instructions (e.g. DGAI
18/Rev. 1). The monitoring and evaluation (M&E) strategy will comprise inputs of individual projects
under the umbrella of the Country Programme, field visits, regular reports, and data collection on a
biannual basis. Biannual progress reports will be issued on the status of resource utilization. The focus
will be placed on the achievements of the indicators listed in the Results Framework. The biannual
progress reports will be shared with all relevant stakeholders involved in the implementation of the
Country Programme to communicate achievements and challenges encountered. At the beginning of
each project, a baseline data survey will be collected in order to develop SMART indicators.
Europe and Central Asia Division will ensure the two levels of M&E requirements from the HQs and the
UNDAF level are properly coordinated and do not lead to duplication efforts, so that findings and lessons
learnt can effectively inform future planning. To this end, the UNDAF M&E will provide as much as
possible the basis of and complement UNIDO M&E reporting and requirements.
In the third year of the Country Programme implementation a mid-term review will be carried out
together with the national counterparts. Findings from the review will enable appropriate strategic,
programmatic and operational adjustments.
The terminal in-depth independent evaluation will be conducted in close cooperation with the
Evaluation Group at UNIDO HQ, Europe and Central Asia Division and the national partners at the end of
the fifth year. The evaluation will be conducted to examine performance against outcomes, assess and
document the overall impact of UNIDO interventions against planned outputs, outline lessons learnt,
and define the scope of and make recommendations on the way forward.
A detailed indicative M&E work plan for the Country Programme is shown below.
Indicative M&E framework for the Country Programme for Montenegro
M&E activity description
Parties involved
Meeting frequency
Country Programme Steering
Europe and Central Asia Division,
The first CPSC to be held in
Committee (CPSC)
Government representatives
conjunction with the Joint
(Ministry of Foreign Affairs,
Country Steering Committee
Ministry of Economy, Ministry of
(JCSC) on a pilot basis. If required
Sustainable Development and
CPSC should meet more
Tourism, Ministry of Agriculture
frequently on the request of any
and Rural Development, and
party involved.
Ministry of Science),
implementing national
counterparts, donors and UNIDO
Collection of baseline survey data Project managers, Project
At the start of the programme
coordinators
/project/s
Annual Progress Reports (APRs)
Europe and Central Asia Division
Annually
on individual ongoing projects
to
under the
validate and sign off on
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framework of the Country
Programme
Annual Country Programme
Review to assess progress and
performance

Project/steering committee
meetings
Mid-term Country Programme
review
Monitoring visits to field sites
and regular monitoring reports
Conduct end of programme
surveys (for assessment of
behavioural changes and impact
implemented)
Terminal Country Programme
evaluation/ independent
evaluation report

5.4.

consolidated report prepared
by PMs
for submission to CPSC and JCSC
Europe and Central Asia Division
and CPSC together with JCSC
members
to review the Country
Programme performance and
make corrective decision
(based on the APR)
Europe and Central Asia
Division, project steering
committee members
Europe and Central Asia
Division, external consultants,
CPSC, JCSC
Europe and Central Asia
Division
Europe and Central Asia
Division; external evaluators

Europe and Central Asia Division,
CPSC, JCSC, independent external
evaluators; Programme Officer at
HQ

Annually, prior to the
finalization of APR and to the
definition of the annual work
plans of the CPF

6 months, more frequently if
required
Mid of Country Programme
(during the third year)
Annually
Evaluation at the end of the
fourth year of the CPF

Evaluation at the end of the fifth
year (2021) of the CPF

Risks and mitigation measures

The implementation of the Country Programme could be hindered by both external factors as well as
internal processes that have the potential to influence the achievement of the envisaged results.
The below table sets forth the considered major risks as well as proposes measures for their mitigation.
Risk
Mitigation measures
Limited funds for CPF implementation
- Continuously ensure the strong backing of the
Taking into account the scarce donor landscape in
Government for the CPF implementation
Montenegro with majority of bilateral donors
through promoting the national ownership of
redirecting their assistance, the fund raising
the document and its alignment with the
activities will be focused towards leveraging
national development priorities of Montenegro.
financing from the EU pre-accession funds as well as - Devise a funds mobilization strategy together
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the major DFIs operational on the ground (e.g. the
World Bank). The role of the Government for the
success of the funds-raising for the implementation
of the CPF cannot be overemphasized.
-

Lack of continuous coordination and oversight of the CPF
The overall CPF coordination, implementation
oversight and reporting will be backstopped by
Europe and Central Asia Regional Division at the
UNIDO HQs due to the lack of formal UNIDO
presence in Montenegro. This would imply the need
of additional resources for the supplementary
functions to be conducted by the Division to ensure
for the smooth coordination, monitoring and
reporting of the CPF.
Changing governmental/ministerial
structure and altering national priorities
Although Montenegro is considered to be one of the
most stable countries in its region, political and
strategic direction changes shall never be completely
excluded.
Insufficient national absorption and
implementation capacities
Due to its size, Montenegro could face certain
challenges in the implementation and absorption of
large-scale development projects.

5.5.

-

-

with the Government counterparts that will be
updated and adjusted on regular basis
throughout the CPF implementation.
Promote Joint Initiatives with other UN agencies
and thus increase the chance of tapping into
joint funding mechanisms available for
Montenegro.
Explore partnerships with the private sector and
DFIs.
Ensure an adequate amount of UNIDO seed
money to warrant the coverage of the additional
functions to be performed at a continuous basis
by Europe and Central Asia Division throughout
the implementation of the CPF.

Keep more than one entity involved.
Keep more than one person involved.
Maintain close cooperation and communication
with the Permanent Mission of Montenegro to
UNIDO in Vienna and CPF’s Focal Point at the
MFA.
All UNIDO intervention to be strictly tailored to
the realities on the ground, with due
consideration of the capacities of national
institutions and other counterparts.

The legal context

The present Country Programme Framework is governed by the provisions of the Basic Cooperation
Agreement between UNIDO and the Government of Montenegro signed and entered into force on 25
October 2010.
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6. Indicative budget and fund mobilization strategy
6.1.

Indicative budget

The table below outlines the indicative planning budgetary figures for the implementation of the CPF.
The total estimated budget is EUR 21,167,465 and includes funds for the monitoring and evaluation of
the components as well as for the programme coordination.

Indicative budget in EUR
Resources Needed

Funds mobilized

Resources to be mobilized

Component 1

3,083,000

20,000 (self-funding)

3,063,000

Component 2

4,050,000

0

4,050,00

Component 3

13,859,465

0

13,859,465

M&E

25,000

0

25,000

CPF Management Unit

150,000

0

150,000

21,167,465

20,000

21,147,465

Total CPF

6.2

Funds mobilization strategy

In order to ensure the success of the CPF, a carefully designed funds mobilization strategy and action
plan will be put in place. The strategy will explore potential various sources of funding for the CPF, the
One UN Fund, bilateral and multilateral donors, the Government of Montenegro, as well as the private
sector. In addition, a donor roundtable/conference will be organized to present the CPF, facilitate
discussions on possible funding opportunities as well as forge partnerships in specific areas of the CPF
components. The funds mobilization strategy is not exhaustive and will be fully developed once the
project components have been finalized. The strategy will also be strengthened based on conclusions
and outputs emanating from the donor roundtable.
Until recently, the overall donor coordination in Montenegro has been organised in an informal way
principally by the Ministry of Foreign Affairs, or among donors themselves. The process of donor
coordination is now in the process of being formalized by the MFA in the wider context of general
development cooperation and humanitarian assistance to and by Montenegro. The EU Delegation, UN
agencies and the Organization for Security and Cooperation in Europe (OSCE) are some of the main
donors and coordinate closely amongst themselves and with the other donors. There are also
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coordination groups organised by line ministries at sector level. In addition, a number of important IFIs
such as the European Investment Bank (EIB), the European Bank for Reconstruction and Development
(EBRD) and the World Bank Group (WB) are active in Montenegro providing development targeted
lending opportunities.
Official Development Assistance in Montenegro
Following the restoration of independence in 2006, Montenegro has continued to register an average
annual inflow of Official Development Assistance (ODA) of around US$101m per year, despite its Upper
Middle Income Country status (according to WB criteria). Some traditional bilateral donors phase out
from Montenegro (e.g. USAID since 2013) and re-focus their activities towards newly appearing
emergencies such as the migration and refugee crisis in the region. Nevertheless, Montenegro is one of
the top 10 ODA recipients among the upper middle income countries with roughly EUR 102 million, net
disbursement in 2014171. The latest available data from the Organization for Economic Co-operation &
Development (OECD) indicate that Montenegro received US$221m in ODA172 in 2014 (see table
below). US$73.8m came from bilateral donors, US$83.4m from the EC and US$63.8m from multilateral
agencies, including the UN system173.
Table 8: Receipts for Montenegro
2012
103.7
2.5
117.8
43.2
130.1
323.0

Net ODA (USD million)
Net ODA/GNI (%)
Gross ODA (USD million)
Bilateral share (gross ODA) (%)
Net Private flows (USD million)
Total net receipts (USD million)
Source: OECD development aid statistics

2013
118.0
2.6
145.9
43.6
176.0
293.0

2014
101.9
2.2
153.6
33.4
113.1
221.0

When it comes to thematic areas, the majority of funds were invested in social infrastructure and
services (43.4%) and economic infrastructure and services (43.0%).
Figure 15: Bilateral ODA by Sector for Montenegro, 2013-14 average
Social infrastructure and services

43.4%

Economic infrastructure and services

43.0%

Education

5.6%

Multisector
Production

4.4%
1.3%

Development
glance, statistics
171 Source: OECD websiteAction
relating aid
to at
debt
1.2%by region.
172 Total net receipts.

1.0%by region.
at glance, statistics
173 Source: OECD website- Development aidOther
Health and Population

0.1%

Humanitarian aid

0.1%

59

Source: OECD development aid statistics
Alongside the UN Agencies, the EU Delegation, the World Bank Group and Organization for Security and
Cooperation in Europe (OSCE) are the main development partners in Montenegro, with the EU playing
by far the largest role. There is also a number of other important DFIs, such as the European Bank for
Reconstruction and Development (EBRD), European Investment Bank (EIB) and KfW Development Bank
(KfW).
Figure 16: ODA to Montenegro by main donors and sectors, USD million
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Figure 17: ODA to Montenegro by main sectors and donors, USD million
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Source: OECD Statistics Data Lab
6.3
Potential donors for CPF Montenegro
A preliminary mapping of the potential funding partners for the CPF in Montenegro has been performed
based on the outcomes of the UNIDO programming and fact-finding mission to Podgorica in April 2016
and on countries’ and institutions’ previous donor activities in Montenegro.
6.3.1

EU Institutions

In December 2010 Montenegro was granted candidate status by the European Council. The European
Union is by far the biggest provider of financial assistance to Montenegro, aiming at assisting the
country to meet the stringent EU accession criteria174. Pre-accession assistance to the country is
provided through the Instrument for Pre-accession Assistance (IPA) aimed at building the capacities of
the recipient country to make economic and political reforms and prepare it for the rights and
obligations that come along with EU membership.
Instrument for Pre-Accession Assistance (IPA II)175
The Indicative Strategy Paper sets out the priorities for EU financial assistance for the period 2014-2020
to support Montenegro on its path to EU accession. These priorities were identified in a joint action
between the EU and the Government of Montenegro and comprise i). Democracy and Governance; ii).
Rule of Law and Fundamental Rights; iii). Environment and Climate Action; iv). Transport; v).
174 Source: Commission Staff Working Document, Montenegro 2015 Report.
175 Source: Indicative Strategy Paper for Montenegro 2014-2020.
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Competitiveness and Innovation; vi). Education, Employment and Social Policies; vii). Agriculture and
Rural Development; and viii). Regional Cooperation and Territorial Cooperation. At least three of the
areas
To increase the effectiveness of IPA II, all management modes, including direct management by the
European Commission, indirect management by Montenegro or accredited international organizations
are available. The decision on which mode to use will be made on a case-by-case basis with due regard
to the management capacities of the beneficiary institution.
For the period 2014-2020, IPA II envisages EUR 270.5 mil. in assistance to Montenegro.
The below table represents the indicative allocations in million EUR per priority area:

-2014- -2015- -2016- -2017- 2018-2020

Total
2014-2020

Democracy and governance

29.1

17.8

46.9

Rule of law and fundamental rights

31.6

20.7

52.3

Environment and climate action

18.8

18.7

37.5

Transport

20.2

11.8

32.1

Competitiveness and innovation

12.3

8.9

21.2

Education, employment and social policies

15.3

12.8

28.1

Agriculture and rural development

24.7

27.7

52.4

118.5

270.5

TOTAL

35.9

35.6

37.5

39.6

UNIDO has leveraged EU funding (National IPA 2011) for the implementation of the project Enhancing
Competitiveness of SMEs in Montenegro through Cluster Development through a delegation agreement
between UNIDO and the Delegation of the EU in Montenegro. Further opportunities exist under IPA II,
given UNIDO continues to rely on the strong support of the Government, as the implementation
modality under which UNIDO can deliver EU-funded assistance (indirect management176) is granted
when the provision of unique value addition to the implementation can be attributed solely to the
implementing Organization and hence a competitive tender/call for proposals process cannot allow the
access to the required expertise.
176 Under “indirect management” the budget implementation tasks are delegated and carried out by entities entrusted by the Commission, while still retaining overall final
responsibility for the general budget execution: http://ec.europa.eu/enlargement/instruments/how-does-it-work/index_en.htm
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In addition to regional and country-based assistance, the EU supports development through
programmes with a specific thematic focus. Thematic programmes are always implemented using a
horizontal approach, and are coherent with and complementary to geographic instruments. EU financial
instruments such as HORIZON 2020 and Creative Europe provide funding opportunities within areas as
featured in this CPF but their financial modalities are either inapplicable to UNIDO (e.g. tenders) or
function through calls of proposals where UNIDO can only participate in exceptional cases.
European Union - Multi Country IPA177
In addition, EU provides horizontal and regional financial assistance for the period 2014-2020 to support
Albania, Bosnia and Herzegovina, Kosovo (UNSCR 1244), the Former Yugoslav Republic of Macedonia,
Montenegro, Serbia and Turkey to complement interventions at the national level. Under chapter 2.3 of
the Multi country strategy paper 2014-2020, it is indicated that a significant part of the financial
assistance provided under horizontal and regional programmes (in total EUR 2958.6 mil for the period
2014-2020) will be managed under delegation agreements with International Organisations and
Financial Institutions due to their specific know how. Proposed actions should build on the National
Economic Reform Programmes and the Competitiveness and Growth Programmes.
6.3.2

Bilateral Sources

Slovenia
In line with the priorities of Slovenian foreign and economic policies, the bilateral development
cooperation is focused mostly on the Western Balkan countries. Slovenia has concluded an agreement
on development cooperation with Montenegro. This agreement serves as a basis for a programme that
is being developed with Montenegro and Macedonia. Development cooperation with other countries in
the region is project-based.
The Slovenian development assistance is geared towards:
- Strengthening of good governance, the rule of law and social services (with particular emphasis
on accession to the Euro-Atlantic structures, respect for human rights of women and children,
education, and scholarships);
- Protecting the environment with a focus on sustainable water management.
Currently, Slovenia is financing two technical cooperation projects in Montenegro implemented by
UNIDO, in the municipality of Mojkovac and in the municipality of Ulcinj.
Norway178
According to the Memorandum of Understanding signed between Montenegro and the Ministry of
Foreign Affairs of Norway, since 2005 Norway disburses funds to bilateral cooperation projects. Since
the beginning of this cooperation until 2013, Norway has disbursed more than €32 Million to

177 Source: Multi Country Indicative Strategy Paper 2014-2020.
178 Source: http://www.norveska.org.rs/News_and_events/Development-support/Bilateral-projects/Montenegro/#.V8QCCTX5M5c
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cooperation with Montenegro179. The overall goal of the cooperation is to support the integration of
Montenegro into Euro-Atlantic structures by supporting projects that contribute to the process of
reform and development of Montenegro’s economy in line with EU and NATO standards. Cooperation
focuses on following priority areas:
- Energy, environmental protection, sustainable development and climate change: In this regard,
the Norwegian Bilateral Aid aims at the implementation of national legislation and the
fostering of administrative capacity regarded as important for the country’s accession to the
EU;
- Security: Continuation of elevating the democratic control system over the army as well as the
follow up on the UN Security Council Resolution 1325;
- Rule of law and justice: The justice sector is being supported in order to strengthen democratic
control of the police, the independence and security of courts is being supported and the fight
against organized crime and corruption is intensified as well as independent control institutions
are being strengthened;
- Economic development, innovation and competitiveness: Aiming at reforms for the
establishment of a better business environment to attract foreign direct investment;
- Promotion of gender equality, women’s rights and the rights of minorities: Here Norway strives
for combatting gender-based violence engages in the promotion of social inclusion of
minorities.
The Ministry of Economy administrates bilateral funds, and every year (January or beginning of
February) a call for proposals is launched. The Norwegian aid aims to be complementary to the EU IPA
funds (see further down).
Additionally to these assistance efforts, there is the Norwegian Embassy Fund. It is an integrated part of
Norwegian assistance to the Western Balkans (Serbia, Montenegro, Macedonia are the focal countries).
The Norwegian Embassy in Belgrade is in charge of managing a grant scheme for the development of
civil society and local communities. The fund is open for proposals for various applications throughout
the year. The projects which are funded normally last up to one year and have a maximum funding of
NOK 750.000 (about €100.000)180.
Priority areas supported by Norway are in line with UNIDO CPF thematic areas.
China
Since the Montenegrin restoration of independence, bilateral relations between China and Montenegro
have evolved and flourished. Good cooperation between the two countries was sealed by financing the
largest investment in Montenegrin history, highway construction, by Chinese Eximbank.
Montenegro is part of the 16+1 mechanism (Cooperation between China and Central and Eastern
Europan Countries). In this framework, the cooperation primarily focuses on the fields of ports, trade,
industrial parks, logistics, manufacturing equipment and transportation infrastructure. Moreover, China
is willing to promote further cooperation in the area of railways and the establishment of a thermal
179 Source: http://www.norveska.org.rs/News_and_events/Development-support/Bilateral-projects/Montenegro/#.V8QCCTX5M5c
180 Source: http://www.norveska.org.rs/News_and_events/Development-support/Embassy-Fund/The-Embassy-Fund--NOW-OPEN-FOR-PROPOSALS-/#.V8QhrTX5M5c
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power plant. A further aim is the establishment of the first traditional Chinese medicine hospital in
Montenegro181. The main areas of cooperation in the 16+1 initiative defined by China are infrastructure,
high technologies and green technologies182.
Italy183
Montenegro is one of the priority countries for the Italian development aid. Italy has been a stable
donor for Montenegro since the restoration of independence of the country. It started off with a modest
funding of €15,000 in 2005 and hit its peak in 2006 with €15,849,441. In 2014 (last data available) 20
projects have been implemented by the Italian Development Cooperation that amounted up to €
261,660 with a potential total Italian commitment of € 734,070. The latest focus of Italian development
assistance in Montenegro lies within the sectors of economic infrastructure and services (six projects),
the production sector (two projects) and social infrastructure and services (ten projects). Furthermore
Italian aid has also been provided in the areas of action relating to debt and multi-sector/cross-cutting
issues. Overall, the Italian Development Cooperation conducted 71 projects in Montenegro (until 2014)
with a complete expenditure of € 30.787.592 and a potential commitment of € 39.124.132 (sometimes
funds were overused). The particular focus of the Italian development cooperation is placed on the
following issues: basic needs, safeguarding human life, food self-sufficiency, enhancing human
resources, environment conservation and self-reliance, social and cultural development, and the
improvement of women's living conditions.
Turkey184
Turkish development assistance in Montenegro in 2013 (last data available) amounted up to around
US$112,000. The country is the seventh biggest recipient of Turkish development assistance. These
funds were allocated to the sectors i) other social infrastructure and services (70.71%), ii) education
(13.23%), iii) water and sanitation (8.49%), iv) health (4.28%), v) administrative and civil infrastructure
(2.76%), vi) economic and infrastructure services (0.48%) vii) production sector (0.05%). The projects in
particular comprise teaching efforts, provision of scientific equipment to medical facilities and schools,
provision of medical equipment to hospitals, the establishment of water reservoirs in Halilovici and
Plunce, improvement of water security, delivering of technical equipment to police stations, promotion
of intercultural dialogue and finally equipment assistance to radio and television stations. Altogether,
TIKA’s objective is to promote economic development as well as strengthen security and stability within
the Balkan region.
Japan
There is no specific strategy for Japanese development assistance for Montenegro although Montenegro
is stated as one of the priority countries.
The main areas of action in Japanese development assistance are:
- Poverty reduction: education, health, water and sanitation, and agriculture and rural
181 Source: http://english.gov.cn/premier/news/2015/11/26/content_281475242679738.htm
182 Source: http://www.mfa.gov.lv/en/policy/multilateral-relations/cooperation-between-central-and-eastern-european-countries-and-china
183 Source: http://openaid.esteri.it/en/code-lists/recipients/65/?year=2014
184 Turkish Cooperation and Coordination Agency, Annual Report 2013
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development;
- Addressing global issues: environment, energy and disaster reduction;
- Sustainable growth: infrastructure and ICT;
- Peace building: conflict resolution and development.
The Japan International Cooperation Agency (JICA) is responsible for technical cooperation aspects of
Japan's ODA programmes and therefore supporting the development cooperation strategy.
Hungary
In order to improve the effectiveness of cooperation, Hungary is concentrating its international
development activity on larger cooperation entities. Special emphasis is placed on neighbouring
countries because of Hungary’s vital interest in the stability of the Central and South eastern European
region. Montenegro, in this regard, qualifies as a strategic partner and is therefore one of the priority
countries for Hungarian development cooperation. According to the International Development
Cooperation Strategy and the Strategy Concept for International Humanitarian Aid of Hungary 20142020, the main priority areas are:
- Institutional development;
- Green growth, environmental and climate protection;
- Human development.
Croatia
As a full EU Member State since 1 July 2013, Croatia contributes to the development cooperation both
through its contribution to the EU budget and, starting from 2015, through its contribution to the
European Development Fund (EDF).
The Ministry of Foreign and European Affairs of Croatia is responsible for development cooperation and
humanitarian assistance. In 2009 Croatia adopted a Law on Development Cooperation and External
Humanitarian Aid. The National Strategy for Development Cooperation for the period 2015-2020,
adopted in September 2015, clearly sets out international development cooperation and humanitarian
aid as one of the key components in Croatian foreign policy.
Montenegro is one of the focus countries for the Croatian development cooperation.
The main priority areas defined by the Strategy are as follows:
-

Post-war democratic transition;
Human development (education, health, protection and empowerment of women, children and
young people);
Sustainable economic development.

United Arab Emirates (UAE)
The UAE and Montenegro have formally established diplomatic relations on 4 April 2008.
The Ministry of Agriculture and Rural Development of Montenegro and the Abu Dhabi Development
Fund established cooperation on supporting Montenegrin agriculture with USD 50,000,000. Together
with the the Investment Development Fund of Montenegro available funds are distributed to individual
domestic investors funding (crediting) 75% of investment through preferential credits (4 years grace
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period and 2,5% interest rate). The main focus areas are as follows:
-

Factories construction for production, processing and storage
Machinery and equipment for production
The purchase of livestock and planting material
Development of existing resources and assets
Investment in working capital (not more than 1/3 of investment)
6.3.3 International Financing Institutions and International Funds

The World Bank
In mid-2007, the WB and the Government of Montenegro developed the country’s first post-restoration
independence Country Partnership Strategy (CPS) covering 2007-2010. The CPSs are client-driven, and
reflect Montenegro’s status as an upper-middle-income country with well-defined development
priorities. These former actions, being taken by the WB, supported the country in building local capacity
and improving policy and institutional frameworks as in the sectors of land administration, health,
education and agriculture.
The new World Bank Country Partnership Framework (CPF) for Montenegro covers the period 20162020 and aims at supporting the country majorly based on its own development preferences. I The CPF
sets out the objective to promote economic development and is aligned with the Montenegro
Development Directions 2015- 2018, the Economic Reform Programme 2015-2017 and also the
Montenegro EU Accession Programme 2014- 2018.
The priority areas of the CPF 2016-2020 have been identified as to:
Thematic area one:
i)
Ensure sound fiscal policy
ii)
Ensure financial stability
Thematic area two:
iii)
Increase quality of human capital
iv)
Increase access to economic opportunities
v)
Level the product and labour market playing field to foster private sector development
vi)
Safeguard against environmental risks and protect natural resources
In order to obtain the objectives i) and ii), the improvement of sustainability and efficiency of public
finances is envisaged, as well as increasing the stability and efficacy of the financial sectors. This is to be
achieved by way of reducing weaknesses in the banking sector and addressing the high levels of nonperforming loans.
With regard to iii) to vi), the CPF sets out to increase the alignment between skills and labour market,
address the disincentives in the social protection system, of labour and tax legislation, particularly with a
specific focus on gender and minority groups and thereby increasing the incentives to work.
Furthermore, the CPF envisages to increase private sector investments and job creation in high-potential
sectors and finally to ensure environmental sustainability. The focus since the last programme shifts on
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macroeconomic reforms185.
Over the last 10 years the World Bank has financed 12 projects in Montenegro with a total amount of
US$277.86 million.
European Bank for Reconstruction and Development
Montenegro joined the EBRD in June 2006. Since then the development bank has implemented 53
projects with a cumulative budget of €529 Million (as of 15 August 2016). The private sector share of
these funds constitutes 41%. The overall objective of the EBRD in Montenegro is to i) expand the
economic base through enhancing competitiveness, ii) support sustainable tourism, property and
associated environmental and infrastructure needs, and iii) promote energy security and efficiency and
regional integration of energy markets. EBRD is closely collaborating with financial institutions, bilateral
and multilateral donors and the European Union.
The latest Montenegro strategy was adopted in November 2013 and displays various means to reach
the aforementioned objectives. In regard of i), the strategy envisages investment into SMEs, use of Small
Business Support, provision of medium- and long-term credit lines and support to the reform and of the
agribusiness sector. Concerning ii), the strategy sets out the promotion of low-density, high-quality
tourism projects as well as energy efficiency and environmentally sustainable practices, the investment
into infrastructure projects and environmental remediation as well as municipal and environmental
projects, the support in privatization of state-owned enterprises and finally the development of quality
and affordable housing and energy efficiency initiatives. In order to address iii), the strategy highlights
the support of Renewable Energy Sources (RES) projects and EPGC’s (Elektroprivreda Crne Gore) smart
metering programme for improvement of energy efficiency, the investment in energy projects which
improve energy security, and the investment into electricity transmission for the improvement in
energy integration186.
EBRD is preparing a new County Strategy for Montenegro for the period 2017-2021.
International Finance Corporation187
Montenegro joined the IFC in 2007. Since then, the institution has disbursed US$86.8 million for seven
projects in various sectors. However, the IFC mainly focuses on the development of local financial
institutions, especially the ones that grant loans to SMEs. Further objectives of the IFC are to improve
the investment climate in the country, to enhance the performance of private sector companies and
lastly to attract private sector participation on the development of infrastructure projects. The
institution promotes sustainable development with a focus on promoting foremost the SME relevant
financial sector, energy efficiency, climate change, investment into infrastructure and the energy sector,
agribusiness, value-added manufacturing, business infrastructure, waste management and tourism.
185 Source: World Bank Country Partnership Framework 2016-2020.
186 Source: EBRD Strategy for Montenegro.
187 Source: International Finance Corporation, available at:
http://www.ifc.org/wps/wcm/connect/region__ext_content/regions/europe+middle+east+and+north+africa/ifc+in+europe+and+central+asia/countries/montenegro+country+l
anding+page?Montenegro

68

Kreditanstalt für Wiederaufbau (KfW) Development Bank
Germany, by means of the KfW, has been active as a donor in Montenegro since 2009. It is one of the
most important donor institutions for the Balkan country. The cooperation is mainly aimed at preparing
Montenegro for accession to the European Union. KfW funded projects in the areas of i) energy
efficiency, ii) water and sewage, and iii) micro finance. Concerning i), the development bank mainly
emphasizes energy efficiency programmes in the public sector, as for example the modernization of
schools in terms of energy saving. Regarding ii), since 2001, KfW has supported projects aiming at water
security in the coastal regions of Herceg Novi, Kotor, Tivat, Bar and Ulcinj as well as in Cetinje. Through
these projects water losses could be reduced and supply improved. Since 2008, the development bank
also started to support projects for the improvement of the sewage system, as the funding for the
creation of new sewage treatment plants or the remediation of already existing ones. Corresponding to
iii), KfW has been cooperating with the micro-finance institution “Alter Modus”. This cooperation
provides many small enterprises with access to financial services188.
Global Environment Facility (GEF)189
The Global Environment Facility has supported 26 national projects for a total amount of US$63.3
Million and leveraged an additional US$576.11 in co-financing for these projects. The current GEF-6
indicative allocation for Montenegro amounts up to US$4.25 million and is focusing on three main areas:
Climate change (US$2 million), Biodiversity (US$1.5 million) and Land degradation (US$0.75 million).
GEF-6 allocation for Montenegro is already utilized (all endorsement letters were issued). The
Government of Montenegro is planning to undertake a multi-stakeholder participatory approach for
determining its partners for the GEF-7 cycle. In 2017, multi-stakeholder meetings will be held to match
the needs of the Government with the services provided by the different GEF implementing agencies
and other international agencies which are accredited for subcontracting with GEF implementing
agencies. The objective is to diversify the array of GEF executing partners in Montenegro.
Green Climate Fund (GCF)
The Green Climate Fund Readiness and Preparatory Program has been officially approved in late
October 2016 by the Green Climate Fund Secretariat, and the Program is awaiting a kick off meeting
which is scheduled for mid. March 2017. The main aim of the Readiness and Preparatory Program is to
determine and develop, in a 12-month period, the Country Strategy which will include all country
priorities on climate change. The Green Climate Fund will be financing projects and programmes in the
public and the private sectors that contribute towards achieving at least one of the eight strategic
impacts of the Fund (transport; buildings, cities, industries and appliances; forests and land use; health,
food, water security; livelihoods of people and communities; infrastructure and the built environment;
ecosystems and ecosystem services) and that are in line with the priorities identified in the Country
Strategy. In 2017, through the Readiness and Preparatory Program stakeholder meetings will be held as
to match the needs of the Government with the services provided by the different GCF implementing
agencies.

188 Source: KfW, available at: https://www.kfw-entwicklungsbank.de/International-financing/KfW-Development-Bank/Local-presence/Europe/Montenegro/
189 Source: The Global Environmental Facility, available at: http://www.thegef.org/country/montenegro
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In addition, Montenegro has started working on its National Adaptation Plan (NAP) which will be
developed under the Readiness and Preparatory Program. In June 2016, on its 13th meeting, the Board
of the Green Climate Fund adopted the decision that, National Designated Authorities (NDAs)/focal
points (FPs) can request up to $3 million per country under the Readiness programme and should act
quickly to identify partners and start the application process to access financing for formulating their
NAPs. In developing its NAP Montenegro has chosen to work closely with UNDP and UNEP. The concept
of the project has been agreed, and the detailed project is planned to be developed by end of March
2017. The approval of NAP is expected by the end of 2017.
UNDAF 2017-2021 and joint funding mechanisms
As part of the UN family in Montenegro, UNIDO will continue to explore opportunities for mobilizing
funds through established mechanisms such as the Multi-Donor Trust Fund (MDTF) and the newly
established ‘Delivering Results Together’ Fund (DRT-F), designed to support Delivering as One
countries. Currently UNIDO is implementing one DRT-F funded project in close collaboration with
the ILO, UNCTAD and UNDP.
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ANNEX I. PROPOSED PROJECT INTERVENTIONS
Component I: Strengthening industrial competitiveness
I.A. Industrial modernization and enhanced market competitiveness of the national metal sector operators
Background:
The proposed project will be formulated in line with the main vision of the Industrial Policy of Montenegro till 2020 to improve
the business environment, support enterprises and entrepreneurship, stimulate the use of new technologies, with a view to
new and better quality jobs, and create knowledge and spur innovation as preconditions for the modernization of industry and
greater integration into international markets. The focus will be placed on the metal sector due to its substantive potential for
increased exports, employment generation and spill-over and multiplier effects to other sectors of the Montenegrin economy.
Currently the sector suffers from low productivity, outdated technology, high share of basic production, lack of advanced
managerial skills, and other shortcomings190.
Project objective:
The objective of the proposed project is to contribute to the Government’s efforts to reinforce the process of reindustrialization in Montenegro by improving the business environment, strengthening human and technical capacities of
relevant partners, and industrial upgrading and modernization of selected pilot enterprises operating in the metal sector.
Expected outcomes:
● Enhanced capacities of public and private institutions to stimulate the process of industrial modernization, strengthen
industrial performance and market competitiveness;
● Modernized industrial pilot enterprises that benefit from sustainable national expertise and have the ability to export
products that are competitive on regional and global markets.
Output 1: Strengthening human and technical capacities of relevant partner institutions and national experts and engineers in
the area of industrial modernization
190 Source: Development Strategy of the Manufacturing Industry in Montenegro 2014-2018.
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1.1. Identify and assess capacities of the national expertise and existing industry support institutions, industry-related centres
and/or vocational training institutions in supporting national metal sector operators
1.2. Capacity building of partner institutions and national experts and engineers on UNIDO’s approach, techniques, tools and
the best practices in the area of industrial modernization, strategic diagnosis and upgrading techniques, evaluation of
upgrading plans, marketing techniques, project monitoring and evaluation etc., and provide related methodological tools
adapted to national context for sustainable use and practice
1.3. Preparation of a Methodological Guide for Industrial Modernization
1.4. Develop communication and promotion activities to promote the modernization programme.
Output 2: Market intelligence and Enterprise diagnosis and industrial modernization of selected pilot enterprises operating in
the metal sector
2.1. Conduct competitive market positioning studies for enterprises in metal sector including baseline of enterprises (domestic
and export sales, employment, current markets and distribution channels, products range, etc.), analysis of supply-side
constraints, main direct competitors, benchmarking of main competitiveness factors at the international level, market
survey on at least 3 reference markets.
2.2 In line with the results of marketing intelligence study (Activity 2.1), identify and select a pilot group of project beneficiary
enterprises in the identified priority products/sectors/value chains of the metal sector willing to participate in the
programme and responding to the eligibility criteria approved by the project Advisory Board.
2.3 Conduct full-diagnosis study, and assist in the formulation and implementation of the full scope of industrial modernization
activities of selected beneficiary enterprises, including technical assessment of present technical/production situation and
operated technologies, analysis and evaluation of marketing data; and develop modernization plans.
2.4 Coach selected pilot beneficiary enterprises on the implementation of respective modernization plans and comprehensive
measures with a focus on productivity, quality and industrial performance of enterprises.
2.5 Assist with technological modernization of selected pilot beneficiary industrial enterprises (purchase of equipment, training
in using equipment, introducing standards, innovative activities, etc.).
2.6 Formulate market positioning vision for selected beneficiary enterprises and build appropriate marketing implementation
strategy and assist in implementation.
Target beneficiaries:
● Manufacturing enterprises operating in the metal sector and related industries;
● National technical expertise and business support institutions;
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●
●
●

Relevant sectorial associations;
Local experts; and
Project counterpart institutions.

The eligibility criteria for potential pilot beneficiary enterprises in identified priority industrial sector(s) will be based on
consultations with the key project counterparts and stakeholders during the project Preparatory Assistance phase and are
subject to the clearance by the project Advisory Board.
Duration:
36 months
Indicative budget:
The indicative budget for the main phase of the project is estimated at €1.550.000, excluding UNIDO support cost 191. Budget
break-down by project outputs is provided in the below table.
#

Project outputs

1

Strengthening human and technical capacities of relevant partner
institutions and national experts and engineers in the area of
industrial modernization market competitiveness and industrial
modernization
Market intelligence and Enterprise diagnosis and industrial
modernization of selected pilot enterprises operating in the metal
sector

2

Total:

Estimated budget in
euros
595,000

955,000
1,550,000

Main counterpart:
Main Government counterpart will be the Ministry of Economy of Montenegro.

191 Support costs may vary depending on the source of funds
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I.B. Improving the competitiveness of the textile and garment industry through modernization and market access
Background:
In the past 10 years the textile industry in Montenegro has been reduced to less than one tenth from its state back in 2000192. As a
work-intensive sector that can absorb large portions of the unemployed population in Montenegro, especially women, it is one of
the priority sectors for development in line with Montenegro’s re-industrialization agenda.
The main challenges of the textile sector (including home textile, garment, occupational clothing, leather subsectors) in
Montenegro include lack of trained and skilled workforce to produce competitive textile/garment collections, lack of primary
production, underdeveloped value chain, small scale producers, lack of a producers association.
However, due to central role and the fastest growth rates of the tourism industry in Montenegro, constituting over 25 percent of
country’s GDP, there is a strong potential for development of tourism related infrastructure and associated industries. Thus, in
order to contribute to development of new high quality accommodation facilities193 and upgrade existing accommodation
facilities194, as stipulated in the Montenegro Tourism Development Strategy to 2020, the stronger linkages and local supply of high
quality textile products, including home textile, garment, occupational clothing, leather and accessories and related products for
hotels, restaurant and other tourism related facilities, are to be stimulated and supported. Furthermore, benefiting from the
geographical proximity to the regional markets and direct access to sea, including conducive infrastructure, there is a potential for
expansion of production for tourism related industries to export their produce.
Project objective:
The objective of the proposed project is to contribute to the Government’s efforts to strengthen the textile and garment
industry in Montenegro, with particular focus on home textile (tourism industry oriented) industry, garment, occupational
clothing, leather, stimulate employment and create favorable conditions for the revitalization of the sector, thereby also
contributing to development of tourism and related sectors of Montenegro.
Expected outcomes:
● Pilot project beneficiary SMEs modernize their businesses to expand production, improve quality and gain access to
markets with the support of reinforced national technical expertise;
192 Source: Development Strategy of the Manufacturing Industry in Montenegro 2014-2018.
193 Measure 1.3 of the Montenegro Tourism Development Strategy to 2020
194 Measure 1.4 of the Montenegro Tourism Development Strategy to 2020
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●
●

Increased job creation and development of sector specific skills;
Selected pilot home textile enterprises form networks and establish effective partnerships to sustain and improve
Montenegro’s international position in manufacturing value addition, manufactured exports and global
competitiveness.

Output 1: Enterprise diagnosis, industrial modernization and market positioning for the selected pilot SMEs in the home textile,
garment, occupational clothing, leather in Montenegro
1.1. Conduct competitive market positioning studies for enterprises in the home industry (tourism industry oriented),
including baseline of enterprises (domestic and export sales, employment, current markets and distribution channels,
products range, etc.), analysis of supply-side constraints, main direct competitors, benchmarking of main
competitiveness factors at the international level, market survey on at least 3 reference markets
1.2. In line with the results of the above mentioned study (Activity 1.1.), identify and select a pilot group of project
beneficiary enterprises in the home textile, garment, occupational clothing, leather industry willing to participate in
the programme and responding to the approved eligibility criteria.
1.3. Conduct full-diagnosis study of each beneficiary enterprise including technical assessment of present
technical/production situation and operated technologies to collect, analyse and evaluate marketing data, and
develop modernization plans.
1.4. Formulate market positioning vision for selected beneficiary enterprises, and build appropriate marketing
implementation strategy.
1.5. Coach selected enterprises in implementing respective modernization plans and marketing implementation strategies
based on networking approach and findings of the competitive market positioning studies.
1.6. Provide technical assistance to selected beneficiary enterprises in technological modernization (purchase of
equipment, training in using equipment, introducing standards, innovative activities, etc.)
Output 2: Human and technical capacities of national counterpart institutions and of national expertise (experts, trainers,
engineers and technicians) strengthened in providing enterprise diagnosis and modernization, competitiveness building and
marketing, inter-institutional networking and business partnerships and other related services to the national textile and
garment industries.
2.1. Identify and assess capacities of the national expertise and existing industry support institutions, and/or vocational
training institutions in supporting national textile, garment, leather operators.
2.2. Provide training sessions to the identified national expertise on industrial modernization, strategic diagnosis and
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upgrading techniques, evaluation of upgrading plans, marketing techniques, project monitoring and evaluation etc.,
and provide related methodological tools adapted to the national context for continuous use.
2.3. Facilitate regional and international industry support network and business linkages for export promotion of home
textile, garment and leather products on regional and international markets.
2.4. Explore scope for upscaling the pilot initiatives inter alia within the national support framework.
Target beneficiaries:
● Private sector SMEs operating in home textile, garment, occupational clothing, leather industry subsector;
● Relevant sectorial associations;
● Technical/knowledge support institutions;
● Developers (design, modelling) of home, textile garment, occupational clothing, leather products;
● Local experts;
● Project counterpart institutions.
Duration:
24 months
Indicative budget:
The indicative budget for the main phase of the project is estimated a € 1, 500, 000, excluding UNIDO support cost. Budget
break-down by project outputs is provided in the below table.
#

Project outputs

1

Enterprise diagnosis, industrial modernization and market
positioning for the selected pilot SMEs in the home textile,
garment, occupational clothing, leather industry in
Montenegro
Human and technical capacities of national counterpart
institutions and of national expertise (experts, trainers,
engineers and technicians) strengthened in providing
enterprise diagnosis and modernization, competitiveness
building and marketing, inter-institutional networking and

2

Estimated budget in
euros
725,000

450,000
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business partnerships and other related services to the
national textile, garment and leather industries.
Total

1,175,000

Main counterpart:
Main Government counterpart will be the Ministry of Economy of Montenegro, Directorate for Industry and Entrepreneurship.
I.C. Development of market oriented tools for strengthening linkages between research and industry in Montenegro
Background
The proposal is in line with the existing national strategic and legislative framework related to the system of research,
technological development and innovation (RTDI), such as Strategy for the Scientific-Research Activity Law of Innovation, and
Innovation Strategy with the respective Action Plan, and all accompanying legislation and bylaws. Furthermore, the proposed
project is also in line with overall national strategic framework as Industrial Policy and Regional Development Strategy. The
project is expected to complement the Government’s efforts in achieving the alignment of the national development with the
EU policies and practices, such as Smart Specialization principles and Responsible Research and Innovation. The project will
especially focus on the University of Montenegro (UCG), more specifically, BIO-ICT Centre of Excellence, as the biggest research
consortium in the country, supported through the Government of Montenegro195.Currently, the expected project main
counterpart, BIO-ICT Centre of Excellence, is implementing a pilot BIO-ICT system through three research facilities aiming to
serve as the basis for future start-up/spin off companies196. In order to reinforce the linkages between technology and industry
of Montenegro, with particular focus on technological innovative applications for the agricultural sector, there is a strong
necessity to further explore innovative approaches and the best practices of technology application in agriculture which also
could be commercialized. The transfer, exploitation and commercialization of science and research results are a critical area of
science, technology and innovation policy. Thus, the research institution requires the necessary policies and mechanisms in
place in order to identify inventions with commercial potential and, with the assistance of skilled knowledge and technology
195 BIO-ICT Centre of Excellence is the first Centre of Excellence in Montenegro, implemented as a three-year research programme at the University of Montenegro led by the Faculty of Electrical Engineering, financed by
the Ministry of Science of Montenegro through a World Bank loan from June 2014. BIO-ICT mission is the development of modular and state-of-the-art BIO-ICT R&D platform in the areas of sustainable agriculture,
monitoring of the crops, forest and water/sea ecosystem, development of techniques for controlling and reducing air pollution, analysis and standardization of food products, control of land quality, and improvement in the
public health area. A new pilot system is currently under development. It is service oriented with the aim to boost the application and use of the latest ICT technologies in the areas of agriculture, marine biology,
environmental monitoring. This open service platform will be scalable in order to be extended to other areas like health, transportation, smart cities, smart objects etc.
196 http://www.bio-ict.ac.me/About.php
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transfer national experts, identify the best way forward. New products or processes are virtually impossible to further develop
and transfer to market without intellectual property rights having been filed, which requires confidentiality to be maintained
for a certain time period. This is largely due to the high proof of concept and marketing costs that certain sectors entail – and
thus, unless a monopoly can be granted, commercialization becomes unattractive - meaning products which could benefit
society might remain unused.
Building the required institutional capabilities at universities, science and research institutions is central to the Governments’
efforts to commercialize public and private research. As per OECD, some of the countries such as Canada, the Netherlands,
and Sweden have combined the institutional and legal support for technology transfer and commercialization with support to
entrepreneurial channels for commercializing knowledge: university start-ups, incubators and accelerators, mentoring and
training for academic entrepreneurs, and policies to promote venture and angel capital, government seed funds or platforms to
link angel investors and small and medium-sized enterprises (SMEs). However, each stage of the commercialization process has
its own characteristics and further efforts may be needed to target the support instruments, with a special focus on the early
stages of the process, the most difficult for SMEs and start-ups to overcome197.
Innovation and commercialization of research and innovation is a very sensitive undertaking and requires consideration of
several issues from which some of them are noted below.
●

●

●

●

Since the goal of any innovation approach is the sustainable generation of business and employment accessibility and
size of market is to be considered to allow an effective and successful introduction of innovations. Without a clear
concept regarding marketability – and accordingly product demand - for the intended innovative products/technologies
the above outlined innovation goals will be missed;
This suggests that an important part of innovation work has to be dedicated to everything which is related to markets –
their given accessibility, size of accessible markets as precondition for companies to be above a critical size, otherwise
innovation will fall into the cost trap. Critical enterprise size is considered a very important issue which usually forces to
consider markets outside of domestic markets – at least regional but mostly international markets;
Since the international markets are the basis for a decent business size well above critical size the ability for
international cooperation – technologically (also as basis for a strong competitive position), as well as commercially –
play an important role;
In line with that the strategy for innovative products will have to bridge the investigated opportunities of the markets
with the competence of the involved institutes/centres of excellence. This requires a strong cross-institutional linkages

197 https://www.oecd.org/sti/outlook/e-outlook/stipolicyprofiles/interactionsforinnovation/commercialisationofpublicresearch.htm
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and cooperation.
Accordingly, the proposed project will also focus on above mentioned challenges, which include as well the required
cooperation of all domestic resources, will define promising areas of innovation and suggest the rules how to convert that into
industry and business.
In this context, the proposed project aims to contribute to the development of the establishment of sustainable linkages
between the national capacities in science and technology with the industrial sector of the country. In particular, based on the
UNIDO expertise and extensive experience, the proposed project will be enhancing capacities of national expertise for
development of tools for market oriented promotion of scientific results among business sector and general public.
Project objective:
The project is expected to contribute to strengthening of national human and technical capacities of national expertise on
improvement of knowledge and technology transfer between science and research institutions and industrial sector, thereby
enhancing the commercialization of innovative technological applications developed by the science and research sector. In line
with the developmental goals of Montenegro and results of BIO-ICT Centre of Excellence, the activities will focus on the
industrial sectors of agriculture, ecology, health and ICT.
Expected outcomes:
● Definition of innovative target areas/products
● Enhanced national capacities of the science and research institutions in terms of establishment of improved linkages
between science and industrial sectors;
● Commercialization of technology and innovative solutions in the industrial sector;
● Enhanced linkages between science and research institutions with industry, in particular SMEs and Government as provider
of the required innovation and business environment.
Output 1: Technical assessment of the commercialization pathways of the selected technologies is conducted
1.1. Undertake market intelligence study to match (accessible / promising) markets with available / intended technologies
/ products with identification of the most potentially competitive target areas/products/technologies responding to
market opportunities in accordance to the selected industry focus;
1.2. Identify the best international practices for development of selected technologies / products;
1.3. Conduct technical research to assess the commercialization pathways of the selected technologies;
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1.4. Review of selected technologies market development worldwide, focused on selected best practices and lessons
learned (includes study tours);
1.5. Development of a technology roadmap focused on selected technologies, by modelling for customer usage cost and
return of investment
1.6. Validation of the technologies roadmap;
1.7. Development of the selected technologies commercialization report, addressing market readiness, economic analysis,
and business case analysis for the technologies selected in the roadmap;
1.8. Validation of the commercialization pathways for selected technologies report.
Output 2: National capacities strengthened in the knowledge and technology transfer and commercialization of innovative
solutions
2.1. Technical trainings on selected technologies innovation with national technical experts, private sector enterprises,
research institutions and other experts;
2.2. Conduct study tour for national experts of the pilot beneficiary institutions/enterprises to identified
countries/destinations (such as Canada, the Netherlands, and Sweden) to learn first-hand about the experiences and
lessons learned for development of linkages between research and industry, with the focus on commercialization of
research and innovative practices;
2.3. Workshop for national expertise based on the best available know how and R&D on selected technologies
development and innovation, business model innovation and policy enablers;
2.4. Capacity building for national expertise on selected technologies commercialization roadmap;
2.5. Hands on training on selected technologies demonstration and implementation;
2.6. Coaching of national experts on the development of market oriented innovative approaches/tools
science/innovation/technology zones.
2.7. Consider extended national, regional and international cooperation as basis for sustainability and enhancement of
future competitive positioning, including facilitation of national cooperation appropriate to the selected targets
between all domestic resources (centres of excellence, institutes, industry, Government).
Target beneficiaries:
● Research and innovation institutions in the country;
● Potential appliers / producers of innovated technologies / products. They are considered the beneficiaries of the
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●
●
●

process and are simultaneously supposed to drive the whole innovation process ;
Government and its institutions;
Business sector in selected fields;
Broad public.

Business sector participants can be selected among the partners of BIO-ICT, relevant networks within Chamber of Economy,
Directorate for Development of SMEs, Employers` Union and other relevant stakeholders.
Duration:
24 months
Indicative budget:
In addition to UNIDO support, other sources such as WIPO and WISE funds could be considered. Synergies with ongoing
regional projects, such as Technology transfer capacity building in the Western Balkans Project
(EuropeAid/137885/DH/SER/Multi) should be explored as well.
#

Project outputs

1

Technical research is conducted to assess the
commercialization pathways of the selected technologies

2

National capacities strengthened in the knowledge and
technology transfer and commercialization of innovative
solutions

Total:
Main counterpart:
Ministry of Science
University of Montenegro

Estimated budget in
EUR
78,000
280,000

358,000
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Component II: Boosting rural development and job creation
II.A. Enhancing the competitiveness of local small and medium-sized enterprises in Montenegro through cluster
development
Background:
Whilst the Annual Action Programme for Montenegro (IPA 2014) under the pillar “Enhancement of Business Environment and
Competitiveness of the Private Sector” (Ref; IPA/2014/032-803.13/ME/Competitiveness) aims at competitiveness
enhancement of the private sector, the envisaged activity framework currently lacks direct work at the company level (bottom
up), which is deemed key to achieve the envisaged goal. The Programme does however make reference to the importance of
linking up with the Strategy for Sustainable Economic Growth in Montenegro through the Introduction of Business Clusters
2012-2016.
Over the past two years, another EU-funded initiative co-funded and implemented by UNIDO in partnership with UNDP and the
Ministry of Economy of Montenegro, entitled “Enhancing the competitiveness of local small and medium-sized enterprises in
Montenegro through cluster development,” achieved remarkable results through working directly with local SMEs, which
warrant a continuation as well as expansion to cover additional firms/clusters. However, this project came to an end in
February 2016 and its continuation was assured through the joint UNDP and Ministry of Economy project “Improving the
competitiveness of the economy in Montenegro” and the joint UN project “Fostering competitiveness and innovation of
Montenegro through sustainable economic growth policies” funded by Delivering Results Together Fund (DRT-F).
Upon request of the Government of Montenegro and proposal delivered by the Ministry of Economy of Montenegro,
Directorate for Development, UNIDO formulated a proposal for a project on enhancing the competitiveness of small and
medium-sized enterprises through cluster development.
Project objective:
Selected clusters in Montenegro will have enhanced access to markets/buyers and increased sales.
Expected outcomes:
● Targeted agri-food clusters have a professional marketing and branding strategy as well as required quality standards in
place, which are required to tap new markets/buyers within Montenegro and abroad;
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Output 1: At least three agri-food clusters with good performing potential assisted in the formulation, implementation and
monitoring of cluster action plans
1.1. Development of new and/or update of existing cluster diagnostic studies;
1.2. Technical support on developing joint actions and formalization of cluster governance structures by external cluster
development agents;
1.3. Assistance in the formulation of governance structure in minimum 3 new clusters.
Output 2: Upgrading plans for companies in selected target clusters with regard to productivity, quality, food safety and relevant
related standards/labels developed
2.1. Technical expert assessment of production processes and current adherence to required quality standards;
2.2. Development of improvement plans;
2.3. Preparation of a funding proposal to tap relevant schemes to support the action plan implementation (e.g. state aid
calls, etc.);
2.4. Regular thematic cluster trainings on improved technical and agricultural practices, financial management, pricing, and
resource efficiency and cleaner production to realize operational cost savings.
Output 3: Cluster branding and marketing concepts developed and linkages with the tourism industry intensified
3.1. Development of branding and marketing strategies for selected new clusters;
3.2. Brainstorming roundtables between cluster producers and travel agencies/tour operators, hotels, restaurants on e.g.
culinary day trips to taste local products and experience production (wine & olive oil) and preparation of a joint
marketing strategy;
3.3. Organization of "local food days" in hotels based on branding strategy;
3.4. Integration of additional agri-food clusters under the Delicious Montenegro (DM) brand;
3.5. Development of association and governance / guidelines around the DM brand (building up a network of supporters
including hoteliers, chefs, managers of supermarkets, etc.);
3.6. Exploring options for cooperation agreements with supermarket chains to label DM products specifically through
special signboards at the shelves;
3.7. Linkages and cross fertilization between the Delicious Montenegro brand and the Goods from Montenegro scheme as
well as the National Branding Strategy;
3.8. Development of high quality and credible promotional materials (food guides, brochures, cook books, advertising,
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videos and further develop the Delicious Montenegro website);
3.9. Organization of events and cooperation on concrete marketing actions (trade fair participation to promote
Montenegro as a tourist destination and its culinary tourism.
Output 4: Cluster diversification and innovation processes (including new product development) instilled
4.1. Training on innovation processes and regular cluster brainstorming workshops led by a trained coach in this field
4.2. Development of at least one new product line or value addition project to target more profitable market segments
Output 5: Technical assistance to municipalities, other government entities and business support institutions on clusters as a tool to
enhance competitiveness
5.1. Awareness, training and capacity building of relevant entities
5.2. Direct assistance to local municipalities and support institutions to effectively support clusters in the
implementation of their visions and action plans.
Target beneficiaries:
The target groups for support under this project include:
- SMEs, producer groups and associations that form part of selected clusters
- Government entities and business support institutions relevant for the implementation of the National Cluster
Strategy.
Duration:
Duration of the project will be confirmed with Government counterparts depending on the available resources and selected
implementation modalities, but shall not be shorter than 2 years.
Indicative budget:
The indicative budget of the project is estimated at € 550,000, excluding UNIDO support cost. Budget break-down by project
outputs is provided in the below table.
#

Project outputs

1

At least 3 agri-food clusters with good performing potential

Estimated budget in
euros
150,000
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2

3
4
5

assisted in the formulation, implementation and monitoring
of cluster action plans
Upgrading plans for companies in selected target clusters
with regard to productivity, quality, food safety and
relevant related standards/labels developed
Cluster branding and marketing concepts developed and
linkages with the tourism industry intensified
Cluster diversification and innovation processes (including
new product development) instilled
Technical assistance to municipalities, other government
entities and business support institutions on clusters as a
tool to enhance competiveness
Total

150,000

100,000
100,000
50,000

550,000

Main counterpart:
Main Government counterpart for the proposed project will be the Ministry of Economy of Montenegro, Development
Directorate.
II.B. Quality agro-food products for local development
Background:
The food and beverage processing sector has a share of some 38% of total MVA and accounts for roughly 24 % of the
manufacturing workforce, making it the second largest industrial sector in Montenegro198.
The structure of the food-processing sector in Montenegro is very fragmented. There are some small-scale processing plants but,
most of food is processed by households for their immediate consumption or direct sale at local markets. The domestic demand for
food products is met substantially by foreign products, of varying quality. According to a study of GFA Consulting Group 199, only 1520% of total milk production is delivered to dairies, with the remaining being used in households or greenmarkets. The capacity of
198
199

Trends of Agro-industry in Montenegro, FAO: http://www.fao.org/fileadmin/user_upload/Europe/documents/Publications/AI_briefs/Montenegro_ai_en.pdf
GFA Consulting Group, Food Industry Study in Southeast Europe, Final Report, December 2010.
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local meat processors is substantially larger than necessary for the local primary production. Some meat products are regarded as
culinary specialties. Although Montenegro cannot produce aquaculture fish in quantities at prices competitive for the EU markets,
the Government sees its development as a high-value niche sector for the tourism industry.
Montenegro’s general legislation on food safety covers all main areas of EU food law and is partly in line with EU requirements200,
but the country’s current capacity in administration, control and laboratory performance needs to be upgraded. In terms of skills
formation, the education system does not sufficiently prepare students for the labour market201, with the VET programme
graduates more likely to be out of work than those from the general school pathways.
Most of the private investment during recent years consisted in developing the physical infrastructure of the tourism sector and
modernizing tourism services. One of the main challenges for the next decade is to develop local goods and services that put the
new infrastructure to work. To capture part of the income generated by tourism, the country has to develop its capacity to
compete with foreign sourced inputs and skills. The use of tourism as a driving force to promote and commercialise quality food
products and culinary specialties can become a vehicle for local development of areas traditionally marginalised.
Project objective:
The objective of the proposed project is to enhance the capacity of suppliers’ groups to produce quality food products in promising
value chains, especially those related to the tourism sector, improve the efficiency of food control systems for the target value
chains, and equip the local population, in particular, young people with the technical and entrepreneurial skills for jobs in the food
processing industry and food related aspects of the tourism sector.
Expected outcomes:
● Suppliers’ groups gained access to profitable markets and established long-lasting business linkages with buyers, both
trade and tourism;
● Increased number of young people with quality jobs in the target value chains.
Output 1: Value chains of quality food products strengthened
1.1. In-depth assessment of selected agro-food value chains (e.g. dairy, meat and aquaculture fish products) and potential
linkages with the local tourism and construction sector;
1.2. Analysis of market and private sector investment opportunities in the country’s food sector;
200
201

EU Screening report for Montenegro: Chapter 12- food safety, veterinary and phytosanitary policy, 2013
OECD, Bridging Skills Gaps in South East Europe: The case of the food and beverage processing Sector, 2016, pp.68-69
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1.3. Technical support to the development of productive linkages between cluster of suppliers and distribution chains as
well as the local tourism industry;
1.4. Technical support to suppliers to improve safety and quality and range of food products offered by the target value
chains;
1.5. Training of business operators and suppliers on EU and tourism industry’s requirements for food safety.
Output 2: Food control systems strengthened
2.1. Review of national food control (safety and quality) systems for products in the selected agro-food chains, including
food testing infrastructure, administrative processes and human resources competencies;
2.2. Demand driven upgrading of inspection services in terms of equipment and staff competencies;
2.3. Reinforcement of the network of local and contracted reference laboratories;
2.4. Capacity building for local food control institutions to assess and train private sector food businesses on food control
requirements and compliance with national and international regulations.
Output 3: Quality technical and entrepreneurship education/training in food-processing enhanced
3.1. Review of TVET curricula for technicians and professionals in food processing enterprises and food control
institutions with the participation of the respective sectors.
3.2. Revision of existing curricula (syllabus and assessment system) in cooperation with the private sector and public
institutions, introduction of the new curricula in selected pilot training centers, and development of related
monitoring and feedback mechanisms.
3.3. Joint (public/private sector) development of on-the-job training schemes for private companies along the selected
value chains;
3.4. Improvement of teachers’/instructors’ technical and pedagogical skills and upgrade of technical workshops (pilot
plants) in pilot training centers;
3.5. Evaluation of the pilot phase;
3.6. Development of a full roll-out programme.
Target beneficiaries:
- Food control institutions
- Small food producers and suppliers
- TVET schools and students
- Training centers
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Duration:
48 months
Indicative budget:
The indicative budget202 for the three components of the project is estimated at €3,500,000, excluding UNIDO support costs.
Preliminary budget break-down by output is presented in the table below.
Project outputs
1
2
3

Value-chains of selected food products strengthened
Food control systems strengthened
Technical and entrepreneurship education/training
selected food-processing sectors enhanced
Total (excl. UNIDO support cost)

Estimated budget
in Euro
1,500,000
500,000
in

1,500,000
3,500,000

Main counterpart
Government counterparts of the proposed project will be the Ministry of Economy of Montenegro, Ministry of Agriculture and
Rural Development, and Ministry of Health, as well as other Government entities to be identified in course of detailed project
development.

202 This indicative budget is a rough estimation of the possible project cost, which has been determined by the UNIDO technical staff involved in the development of the project proposal and is based on UNIDO experience
related to the implementation of similar projects in other countries. The exact project budget will be determined during the preparatory phase of the project.
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Component III: Environmental management and sustainable energy
III. A. Energy efficiency improvement within the industrial, commercial and energy sectors in Montenegro (Montenegro IEE
Project)
Background:
The Montenegrin industrial structure relies on high energy consumption, both in terms of high electricity and thermal usage. At
the same time commercial and household demand is considered high and characterized by inefficient use. In terms of industrial
production and corresponding energy consumption, this has historically been dominated by the KAP Aluminum Plant, which
has at times accounted for up to 40% of the country's electricity consumption. Metallurgy (aluminum and steel), power and
transport infrastructure are the key industries in the nation. The Montenegrin industrial sector as a whole is still overly energy
intensive and the ‘Energy Efficiency Strategy of Montenegro’ notes a significant potential for energy efficiency in the industrial
sector. Energy consumption in the commercial sector is dominated by the retail and leisure/hotel industry with the latter being
a result of the countries strong and still grow attraction as a tourist destination. Lastly, the energy sector itself is characterized
by opportunities for improved efficiency both within generation and transmission.
UNIDO’s proven energy efficiency programme, focusing on ISO 50001 compliant Energy Management Systems and Energy
Systems Optimization, offers an excellent mechanism for the Montenegrin industrial, commercial and energy sectors to firstly
reduce operational costs and increase competitiveness; and secondly where the industrial and commercial sectors are
concerned, to reduce the demand loading the power and energy distribution networks; as well as lastly to improve
environmental/climate performance of the different sectors concerned.
Energy Management Systems (EnMS)
Three decades of national and international experiences with industrial energy efficiency programs have shown that most
energy efficiency in industry is achieved through changes in how energy is managed in an industrial facility, rather than through
installation of new technologies.
The goal of sustainable energy efficiency in industry requires that energy efficiency is integrated into daily management
practices and systems for continual improvement. In order to achieve that, a systematic approach is required and top
management needs to be engaged in the management of energy on an ongoing basis. Energy management systems (EnMS)
provide structured and systematic approach on how to integrate energy efficiency in an enterprise management culture and
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daily practices. EnMS provides:
•
•
•

A framework for understanding significant energy uses.
Action plans to continually improve energy performance.
Documentation to sustain and demonstrate energy performance improvements over time.

Based on the well-known “Plan-Do-Check-Act” Deming’s cycle, EnMS establish closer linkages between energy management
business practices and core industry values, such as cost reduction, increased productivity, environmental compliance and
global competitiveness.
Energy Systems Optimization (ESO)
ESO centers on the premise that energy use in industry is much more related to operational practices than in the commercial
and residential sectors. If energy efficient lighting or appliances are installed in a commercial or residential building, those
devices supply the same level of service at a reduced energy use without any further intervention from the user. Benefits will
accrue for the life of the appliances unless extraordinary measures are taken to negate them. By way of contrast, the
consumption patterns of an industrial facility may change significantly and many times during the useful life of the factory
because of changes in production volumes or schedules and/or the type of product manufactured. The energy-using systems
designed to support these production patterns may be relatively energy efficient under the initial production design conditions
but become typically significantly less so as production patterns change.
The presence of energy-efficient components in industrial systems, while important, provides no assurance that energy savings
will be attained if the system of which the components are part is not properly designed and operated. The system
optimization approach requires one to pay attention to the system as a whole, not just the individual piece of equipment, and
to analyze both the supply and demand sides of the system and how they interact. To illustrate this, consider Figure 13 below,
which provides a representation of a conventional pumping system. As can be seen, the individual components making up the
pumping system are in themselves highly efficient, however as they are placed together to make up the system, the resulting
systems final output efficient is quite low.
The evidence from implemented national and international programmes as well as studies shows that, while efficient
components may bring about gains in the range of 2.0 to 5.0 per cent, systems optimization can attain average efficiency gains
between 15 and 30 per cent, very often with payback periods of less than one or two years.
90

Figure 18: Conventional Pumping System Schematic

Source: Almeida, et al., 2005
Project objective:
The overall objective of the Montenegro IEE Project is to introduce and expand the application of Energy Management Systems
(EnMS), Energy Systems Optimization (ESO), and the Energy Management Standard ISO 50001 Series within the Montenegrin
industrial, selected commercial and energy sector context in order to realize increased industrial and commercial energy
efficiency through the wide-scale adoption of the two methodologies and ISO 50001 under (i) enhanced institutional
frameworks and regulatory environments, (ii) technical and implementation assistance to industry and (iii) multi-level capacity
building programmes.
Expected outcomes:
● Enhanced promotion of investment in energy efficiency in the industrial, commercial and energy sectors through
strengthened policy and regulatory frameworks that support the increased uptake of EnMS and ESO as well as
certification under the ISO 50001 Energy Management Standard and other relevant standards applicable for the
harmonization of Montenegrin energy efficiency standards and regulations with EU practices and norms.
● Government is better able to develop and enact/enforce new energy efficiency regulatory frameworks (incl. possible
incentive mechanisms) through an industrial/large commercial energy use inventory database and monitoring system.
● National regulatory frameworks strengthened in regard energy efficiency through updated and appropriate regulation
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●
●
●
●

●

development.
A highly trained expert pool of national EnMS and ESO industry professionals (both company based and engineering
consultants) available to enterprises to assist them put in place EnMS and identify and develop ESO projects.
Strengthened national capacity for the accreditation and certification functions of the ISO 50001 series of standards.
A selected number of industrial (and large commercial entities) will have implemented EnMS and/or ESO measure as a
function of project technical assistance.
Enterprise management (across the Montenegrin industrial sector and selected commercial sectors) is aware of the
potential financial, economic and climate change mitigation benefits that adopting EnMS and ESO can yield through
targeted awareness activities.
Increased availability of financial and institutional support for industrial energy efficiency initiatives.

Output 1: Strengthening policy implementation and support frameworks for EnMS, ESO and Energy Management Standards
1.1. Development of an industrial (incl. energy generation facilities) and large-scale commercial energy users mapping/registry
and monitoring system for Government, complete with support tools for enterprises to self-assess energy usage and for
Government to carryout verification and analysis functions.
1.2. Targeted technical assistance and capacity building to enhance and implement IEE policies, incentives and regulatory
frameworks supporting EnMS and ESO uptake and strengthening the coordination of associated activities across
government agencies.
1.3. Targeted technical assistance to facilitate the Government to develop appropriate technical energy efficiency regulations
and performance targets in the energy generation and transmission sector.
1.4 Assistance to operationalize the ISO 50001 Series with additional advisory support, and recommended actions for
Government and Standards Bodies to promote and mainstream the main overall ISO 50001 standard (incl. Energy Audit
(ISO 50002); Conformity Assessment (ISO 50003); and Energy Baselines and Performance Indicators (ISO 50006).
1.5 Training courses for potential ISO 50001 Lead Auditors with additional courses to assist in the introduction of Energy Audit
(SANS 50002), Conformity Assessment (ISO 50003) and Energy Baselines and Performance Indicators (ISO 50006).
Output 2: National EnMS and ESO Training and Skills Development Programme
2.1 Advanced and Expert Level Engineer/Consultant EnMS Industry Capacity Building courses developed and delivered
2.2 Advanced and Expert Level Engineer/Consultant ESO Industry Capacity Building courses developed and delivered (topics to
be drawn from UNIDO’s present ESO programme suit of topic which consists of: (i) Pumps; (ii) Steam; (iii) Compressed Air;
(iv) Motors; (v) Fans; and (vi) refrigeration and chillers).
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Output 3: Demonstration of EnMS and ESO within Montenegrin Industrial (and Selected Commercial) Enterprises and Facilities
3.1 National EnMS and ESO demonstration programme of 25 individual enterprises (5 large, 20 SMEs) across multiple industrial
and selected commercial sectors
3.2 Development of enterprise EnMS and ESO demonstration project case studies and associated position papers for
Government policy research
3.3 Capacity building programme for industrial enterprises to develop bankable energy efficiency projects development
combined with awareness and exposure campaign for financial institutions and local banks - to be able to better assess
lending opportunities for industrial energy efficiency projects.
Output 4: EnMS and ESO Awareness, Promotion, Service Demand Generation and Lessons Sharing
4.1 Holistic Awareness and Communications Strategy to increase awareness and showcase the benefits of implementing the
EnMS and ESO methodologies
4.2 Set of wide-ranging communication and awareness outreach activities to promote uptake of the ISO 50001 series of
standards and the EnMS and ESO methodologies.
Target beneficiaries:
The target groups for support under this project include:
- Montenegrin industrial (and selected commercial) enterprises, including SMEs
- Government regulatory capacity
- Staff of Ministries, municipalities / local self-government units, intermediary institutions.
- National engineering consultancies and certification entities.
- Government institutions relevant for the implementation of the Energy efficiency strategy for Montenegro
Duration:
As the project’s primary objective is to build national capacity, a minimum duration of thirty months can be expected. However,
exact duration of the project will confirmed with Government counterparts depending on available resources and selected
implementation modalities.
Indicative budget:
The indicative budget for the main phase of the project is estimated at €1,397,000, excluding UNIDO support cost. Budget
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break-down by project outputs is provided in the below table.
#

Project Outputs

1.

Strengthening policy implementation and support
frameworks for EnMS, ESO and Energy Management
Standards
National EnMS and ESO Training and Skills Development
Programme
Demonstration of EnMS and ESO within Montenegrin
Industrial (and Selected Commercial) Enterprises and
Facilities
EnMS and ESO Awareness, Promotion, Service Demand
Generation and Lessons Sharing
In-country Management and Coordination
Total

2.
3.

4.

Estimated Budget in
Euros
300,000

583,000
269,000

135,000
110,000
1,397,000

Main counterpart:
Main Government counterpart and coordinating agency for the proposed project will be Ministry of Economy of Montenegro,
Energy Efficiency Directorate.
III. B. Environmentally friendly dredging of the Port Milena Channel203
Background:
Port Milena, is a channel - an artificial body of water in Ulcinj Municipality excavated in 1885 to desiccate the lake Zoganjska. Port
Milena channel connects Lake Zoganjska with the Adriatic Sea.
In the last 30 to 40 years, the influx of untreated industrial and municipal waste water has drastically increased. Industrial and
residential buildings were built (many without proper permits) on the canal shores, which also increasingly became a site for
203 Follow-up to the UNIDO project “Transfer of Environmentally Sound Technologies (TEST) for the clean-up of Port Milena Channel”

94

uncontrolled industrial and domestic dumping, so that the channel has filled up with sludge. This has become one of the major
environmental liabilities in the Southern coastal region of Montenegro and constitutes a serious threat to environmental integrity
and the touristic development potential of the region.
Under the Slovenian funded Project “Transfer of Environmentally Sound Technologies (TEST) for the clean-up of the Port Milena
Channel” UNIDO is expected to develop a master plan (Determination of the sludge/sediment volume accumulated, determination
of the pollution loads in the sludge, development of a concept including costs estimation how the sludge/sediment accumulated
can be dredged in an environmentally friendly way and depending on the pollution load which treatment would be required,
Development of concept including cost estimation how and where in the vicinity of Ulcinj Municipality the dredged (and if
necessary treated) sludge/sediment can be reused and recycled in an environmentally sound way).
Project objective:
The objective of this project will be to dredge the sludge accumulated in Port Milena Channel in an environmentally friendly way, to
treat the sludge as required and to reuse and recycle the sludge in an environmentally friendly way.
Important note: The exact conceptualization of this project proposal will ensue after the finalization of the ongoing project and will
take into account the recommendations of the latter.
Expected outcomes:
The ecological functionality of the Port Milena Channel is restored, the landfill is sanitized, the environmental integrity and the
touristic development potential of the Southern coastal region of Montenegro are restored/maintained.
Output 1: Sludge accumulated in Port Milena Channel is dredged in an environmentally friendly way
Output 2: The dredged sludge is treated as required to allow for its recycling and reuse
Output 3: The selected landfill is sanitized
Output 4: The treated sludge is recycled and reused in an environmentally sound way in the vicinity of Ulcinj Municipality
Target beneficiaries:
Population of Ulcinj Municipality, inhabitants of the Southern coastal region of Montenegro
Duration:
48 months
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Indicative budget:
This budget constitutes a rough estimate204 and will be duly adjusted upon the finalization of the ongoing project.
#
1
2
3
4

Project outputs
Sludge accumulated in Port Milena Channel is dredged in an
environmentally friendly way
The dredged sludge is treated as required to allow for its
recycling and reuse
The selected landfill is sanitized
The treated sludge is recycled and reused in an environmentally
sound way in the vicinity of Ulcinj Municipality
Indicative total

Estimated budget in euros
2,500,000
3,500,000
3,500,000
2,500,000
12,000,000

Main counterpart:
Ministry of Sustainable Development and Tourism
III. C. HCFC phase-out management plan (Stage I)205
Background:
Montenegro has been provided with financial assistance from the Multilateral Fund for the implementation of the Montreal
Protocol on substances that deplete the Ozone Layer. Montenegro has developed its HCFC phase-out management plan (HPMP)
covering Annex C Ozone Depleting Substances (ODSs).
The HCFC Phase-out management plan for Montenegro was approved by the 63th Meeting of the Executive Committee (ExCom) of
the Multilateral Fund for the Implementation of the Montreal Protocol in April 2011. Subject to compliance by Montenegro with its
204 This indicative budget is a rough estimation of the possible project cost, which has been determined by the UNIDO technical staff involved in the development of the project proposal and is based on UNIDO experience
related to the implementation of similar projects in other countries. The exact project budget will be determined during the preparatory phase of the project.
205 Ongoing UNIDO project
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obligations set out in the Agreement between the Executive Committee and Montenegro, the Executive Committee agreed in
principle to provide US$ 483,750 as the total funding for Montenegro for 35% reduction of Annex C ODSs consumption by 31
December 2020.
Project objective:
To ensure compliance of the country with the HCFCs consumption phase-out targets set by the Montreal Protocol on substances
that deplete the ozone layer.
Expected outcome:
This HCFC Phase out management plan (hereinafter: HPMP) for the Montenegro is implemented through the combination of
investment and non-investment activities in the refrigeration and air-conditioning service sectors of the Montenegro over a period
of ten years. Stage I of the plan will result in the phase out of 10% by 2015, 35% by 2020 and Stage II from 2020 till 2040 in a
complete phase out of 100%.
The Government of Montenegro adopted the HPMP and obliged the Environmental Protection Agency (EPA) to implement planned
activities in a timely manner. The Government committed to reduce the consumption of HCFCs by 35% from the calculated baseline
by the year 2020
The HPMP has the following main components:
●
●
●
●
●
●
●

Initiating and support to a Refrigeration Association and establishment of a National Code of Good Practice
Refrigeration training and certification system established
Training centers up-grade
RE-use scheme component for refrigerants
Enforcement, Training component
Institutional strengthening for the Ministry of Sustainable Development and Tourism (former Ministry for Spatial Planning
and Environment Protection), to coordinate national activities for Montenegro compliance with Montreal Protocol
Monitoring and technical assistance

The country reached the Ozone Depleting Substances reduction targets as of 2016 and is in compliance with the international
treaty.
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Outputs:
Total phase-out of HCFC-22 to be achieved: 0.35 ODP, by:
● Avoidance HCFC -22 use of in the refrigeration servicing sector
● Improved detection practices of customs authorities
● Legislation reviewed
● Capacity built
● Public awareness raise
Target beneficiaries:
Environmental Protection Agency
Duration:
Multiyear Agreement covering the period 2011 - 2020
Budget:
The budget amounts to US$ 483, 750 (= EUR 462,465 as per the UN Exchange Rate for January 2017).
Budget break-down is provided in the below table.
Row
1.1

1.2

2.1
2.2
2.3
2.4

Parameter/Year
2010
Montreal
Protocol
reduction schedule of
n/a
Annex C, Group I
substances (ODP tonnes)
Maximum allowable
total consumption of
n/a
Annex C, Group I
substances (ODP tonnes)
Lead IA (UNIDO) agreed
funding (US$)
Support costs for Lead IA
(US$)
Cooperating IA () agreed
funding (US$)
Support costs for
cooperating IA (US$)

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

Total

n/a

n/a

1

1

0.9

0.9

0.9

0.9

0.9

0.65

N/A

n/a

n/a

1

1

0.9

0.9

0.9

0.9

0.9

0.65

N/A

155,000

150,000

50,000

50,000

45,000

450,000

11,625

11,250

3,750

3,750

3,375

33,750
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3.1

Total agreed funding
(US$)
166,625

3.2
3.3
4.1.1
4.1.2
4.1.3

161,250

53,750

53,750

48,375

483, 750
(EUR 462,465 as
per the UN
Exchange Rate for
January 2017).

Total support costs (US$)
Total agreed costs (US$)
Total phase-out of HCFC-22 agreed to be achieved under this Agreement (ODP tonnes)
Phase-out of HCFC-22 to be achieved through previously approved projects (ODP tonnes)
Remaining eligible consumption of HCFC-22 (ODP tonnes)

0.35
0
0.65

Main counterpart:
Environmental Protection Agency of Montenegro
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ANNEX II. RESULTS FRAMEWORK FOR THE COUNTRY PROGRAMMING FRAMEWORK FOR
ISID IN MONTENEGRO 2017-2021
Intervention Item
Impact:

Indicators

Means of verification

Risks & Assumptions

●

Increasing share of industry in GDP;

●

●

Insufficient funds for the CPF
implementation

Inclusive and Sustainable
Industrial Development;

●

Annual Progress Reports
(APRs) on CPF

Growth of the share of manufacturing industry in total
industrial production;

●

●

Political climate and change in
Government’s priorities

Government of Montenegro
achieved the strategic goals
related to industrial
development and smart
specialization set out in the
Sustainable Development
Strategy of Montenegro by
2030, the Industrial Policy of
Montenegro until 2020, and
Montenegro Development
Directions 2015-2018.

●

Mid-term
Country
Programme review

Higher turnover, value added and labour productivity of
enterprises in priority industry subsectors;

●

Monitoring visits to field
sites
and
regular
monitoring reports

●

Changing policy and legislative
frameworks

●

Scarce national absorption and
implementation capacities

●

Sustaining commitment
stakeholders

●

Reception of learning and
adaptation to new technologies
and innovations

Component 1
Outcome Component 1:

●

●

●

Improved innovation performance of SMEs in priority
industry subsectors;
●
Increasing export volume, number of products exported
and diversified export markets for priority subsectors;
Number of people from rural communities, women and
youth engaged in productive activities

●

Increased overall employment

●

Increased energy and resource efficiency in industry,
enhanced utilization of eco-remediation and sustainable
waste management practices.

●

Terminal
CountryProgramme
Evaluation/independent
evaluation report
Statistical reviews of
Monstat

of

Strengthening industrial competitiveness
● Improved economic performance of industrial beneficiary
SMEs using locally available resources

● APRs on CPF, periodic and
topical reports

● Absorption
capacity
knowledge gaps

Priority industry subsectors
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and

employ higher value-added
production processes and
produce outputs of sufficient
quality and quantity for the
internal and external markets.

● Number of jobs facilitated in focus industry subsectors

● Progress and review reports

● Reduced imports in priority growth sectors due to the
increased competitiveness of domestic producers

● Statistical
Monstat

reviews

of

● Increase in export volume of products of key growth
sectors

Output 1.1.
Project on industrial
modernization and enhanced
market competitiveness of the
national metal operators

Output 1.2
Project on improving the

●

Enterprise performance indicators e.g. reduced factor
costs, increased turnover, value added, % exported

●

● Changing policy and legislative
frameworks

● Progress
reports,
rapid
assessment
reports,
Government statistics

● Availability of self- and donor
funding

●

Absorption
knowledge gaps

Number of enterprise employees trained (female and
male)

●

Changing policy and legislative
frameworks

●

Number of partner institutions and national experts and
engineers trained (female and male)

●

Availability of self- and donor
funding

●

Increase in quality and quantity of goods and services
produced by the selected beneficiary enterprises

●

Post-upgrading performance and satisfaction degree of
the beneficiary companies

●

Market positioning vision for identified products of high
potential and marketing implementation strategy
developed

●

Number of partnerships facilitated

●

Number and quality of export activities and export
promotion activities organized and participated

●

Enterprise performance indicators e.g. reduced factor

● Progress
reports,
rapid
assessment
reports,

capacity/

● Absorption capacity/ knowledge
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competitiveness of the textile
garment and leather industry
through modernization and
market access

Output 1.3
Project on development of
market oriented tools for
strengthening linkages
between research and
industry in Montenegro

costs, increased turnover, value added, % exported, etc.

Government statistics

gaps

●

Number of enterprise employees trained (female and
male)

● Changing policy and legislative
frameworks

●

Number of partner institutions and national experts and
engineers trained (female and male)

● Availability of self- and donor
funding

●

Increase in quality and quantity of goods and services
produced by the selected beneficiary enterprises

●

Post-upgrading performance and satisfaction degree of
the beneficiary companies

●

Market positioning vision for identified products of high
potential and marketing implementation strategy
developed

●

Number of partnerships facilitated

●

Number and quality of export activities and export
promotion activities organized and participated

●

Number of national experts (men and women)
participating capacity in building activities and study
tours

●

Number of partnerships established at the national,
regional and international levels for facilitating
commercialization pathways of the selected technologies

●

● Progress
reports,
rapid
assessment
reports,
Government statistics

●

Absorption
knowledge gaps

●

Changing policy and legislative
frameworks

●

Availability of self- and donor
funding

capacity/

Technology roadmap developed focused on selected
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technologies, by modelling for customer usage cost and
return of investment

Component 2

Boosting rural development and job creation

Outcome Component 2:

● Turnover of MSMEs and agro-food clusters and greater
access to markets/buyers

Agro-food MSMEs produce
high quality agricultural
products and generate
productive employment

● Number of locally produced and processed agro-food
products

Output 2.1
Project on enhancing the
competitiveness of local small
and medium-sized enterprise
in Montenegro through
cluster development

● Site visits

● Willingness of clusters and valuechain participants to cooperate

● Evaluation reports
● APRs on CPF, periodic and
topical reports

● Number of young people (women and men) employed in
the food processing industry

● Progress and review reports

● Employment rate at the local level

● Statistical
Monstat

● Number of agro-food clusters assisted in the formulation,
implementation and monitoring of cluster action plans

● Progress
reports,
rapid
assessment
reports,
Government statistics

● Number of upgrading plans developed for companies in
selected target clusters with regard to productivity, quality,
food safety and relevant related standards/labels
● Number of clusters branding and marketing concepts
developed and linkages with the tourism industry
intensified’

reviews

of

● Reception of learning and
adaptation of new skills among
rural communities
● Availability of self- and donor
funding

● Absorption capacity/ knowledge
gaps
● Availability of self- and donor
funding
● Willingness
of
clusters
participants to cooperate

● Number of new products developed
● Number of women and men from municipalities,
government entities and business support institutions who
received awareness- and capacity building trainings in
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supporting clusters
Output 2.2.
Project on quality agro-food
products for local
development

● Number of agro-food value chains strengthened to produce
quality food products
● Number of food control systems upgraded to improve
efficiency

● Progress
reports,
rapid
assessment
reports,
Government statistics

● Readiness of the selected sectors
for intra – and inter- sectorial
cooperation
● Changing policy and legislative
frameworks

● Number of young people equipped with technical and
entrepreneurial skills for food processing and food related
aspects of the tourism sector

● Availability of self- and donor
funding

Environmental management and sustainable energy
Outcome Component 3

● Number of areas with restored ecological functionality

Improved water and industrial
waste management practices,
increased utilization of EnMS,
ESO in industry and RE.

● Number of achieved targets related to Montenegro’s
compliance to multilateral environmental agreements to the
sustainable management of chemicals
● Uptake of EnMS, ESO in industry and RE from local
companies

● Site visits, counterpart selfassessment
reports
and
evaluation
● APRs on CPF, periodic and
topical reports
● Progress and review reports
● Statistical
Monstat

reviews

of

● Government’ and stakeholders’
continued commitment
● Availability of investments
● Absorption capacity / knowledge
gaps
● Availability of self- and donor
funding
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Output 3.1
Project on energy efficiency
improvement within the
industrial, commercial and
energy sectors in Montenegro

●

●

Increase in investment in energy efficiency in the
industrial, commercial and energy sectors
Incremental direct GHG emission reductions (tons of
CO2eq)

●

Reduction of energy consumption (GJ or MWh) in
targeted industrial and commercial sectors

●

Government released papers / statements on the energy
performance status of Montenegrin industry and
commercial sectors

●

Number of strengthened policy and regulatory
frameworks enacted for increased uptake of energy
efficiency measures, incl. EnMS and ESO and the
adoption of ISO 50001

●

Number of national engineer & consultancy
professionals newly trained with enhanced expertise on
EnMS and ESO industrial energy efficiency
methodologies.

●

Number of certified ISO 50001 Lead Auditors and
Training Centres Providers (TCPs) available to
enterprises under all sectors for ISO 50001 certification
functions.

●

Number of industrial and large commercial entities that
have implemented EnMS and/or ESO measures

●

Number of financial assistance proposals & submitted by
enterprises – and number of grants/loans approved

●

●

●

●

Government’ and stakeholders’
continued commitment

●

GHG calculations of the
NCCRS National
Communications to
UNFCCC

Sufficient demand for EnMS
and ESO

●

Willingness of enterprises to
implement EnMS and ESO
measures

Government registries and
official proclamation
releases

●

Availability of investments

●

Absorption
capacity
knowledge gaps

●

Availability of self- and donor
funding

Official and Government
publications, final project
report, evaluation reports
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/

●

Number of industry and energy seminars held &
participated in. Number of project entries published
within industry etc. journals

●

Number of industry and energy seminars held &
participated in. Number of project entries published
within industry etc. journals

●

Number of financial assistance proposals & submitted by
enterprises – and number of grants/loans approved.

●

Number of industry and energy seminars held &
participated in. Number of project entries published
within industry etc. journals

●

Number of national EnMS and ESO industry
professionals with enhanced expertise and newly trained

●

Number of industrial and large commercial entities that
have implemented EnMS and/or ESO measures
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Output 3.2
Project on environmentally
friendly dredging of the Port
Milena Channel

● Sludge accumulated in Port Milena Channel is dredged in
an environmentally friendly way
● The dredged sludge is treated as required to allow for its
recycling and reuse

● Site visits
● Counterpart self-assessment
reports
● Progress and review reports

● Availability of self-funding- and
donor funding
● Government’s and stakeholders’
continued commitment

● The selected landfill is sanitized
● The treated sludge is recycled and reused in an
environmentally sound way in the vicinity of Ulcinj
Municipality
Output 3.3
Project on HCFC phase-out
management plan

● 35% reduction of HCFCs consumption
● Number of trained and certified technicians (male, female)
and companies
● Number of technically upgraded refrigeration technicians

● Project data reports to the
Montreal
Protocol
Secretariat, progress and
review reports, Government
statistics

● Government commitment
● Stakeholders’
cooperate

willingness

to

● Number of training centres upgraded with competencies
and equipment to train on the use of R22 alternatives.

CPF Management and M&E
Outcome Component 4
Strong mechanism to ensure
the achievement of the strategic
impact of the CPF, exercise
oversight of its implementation,
enact fund-raising,
coordination, M&E and
reporting.

● Coordination, M&E and reporting frameworks developed
and enacted

● Field visits;

●

● Number of meetings of Country Programme Steering
Committee facilitated and held

● Bi-annual
progress
reports/Steering Committee’s
reports

Government commitment to the
CPF, its implementation and
fund-raising

●

● Fund-raising continuously executed

● Project Manager’s reports

Stakeholders’ and national
partners’
willingness
for
cooperation
under
the
framework of the CPF.

● Evaluation reports
● Data collection
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Output 4.1
Country Programme
Management Unit created for
CPF oversight, coordination,
fund-raising, M&E and
reporting

● Number of meetings of the Country Programme
Management Unit held

● Project Manager’s reports
● Country
Programme
Management Unit’s reports

●

Ministry of Economy continues
to provide an office for UNIDO
expert/s
as
an
in-kind
contribution to the coordination
activities
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ANNEX III: Gender Checklist
GENDER MAINSTREAMING CHECKLIST FOR PROJECTS
Date: 10 January 2017

Project Manager: Solomiya Omelyan
Project Name: Country Programme for Montenegro 2017-2021

SAP#: 150451
Project
Component

Question

Yes

X
1. Does the project explicitly address a gender issue or issues?
If so, please describe how and if not, please provide explanation.

No

Partially

Comments*
Each CPF component is to implement
project activities that ensure women and
men can equally access project resources
and services, equally participate in project
activities and decision-making processes
and equally benefit from trainings or other
capacity building activities offered by the
projects.

Analysis/
Justification

X
2. Does the background/context analysis of the project examine:
a) the different situations of women and men
b) the impacts the project will have on different groups

The country context analysis identifies the
economic and social inequalities and
disparities affecting women in Montenegro.
In addition, the means and ways these are
to be addressed to achieve gender
equality and empowerment of women
have been outlined.
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X
Data &
Statistics

Results
Framework

3. Will the project collect and use sex disaggregated data
analyse and track the gender issues?

and qualitative information to

4. Are outcomes, outputs and activities designed to meet the different needs and
priorities of women and men? Has a gender marker been assigned at the output-level
(‘central focus of output’, ‘significant attention’, ‘limited attention’ or ‘no attention to
gender’)? **
5. Does the results framework include gender responsive indicators, targets and a
baseline to monitor gender equality results?

Budget

Stakeholders
&
Participation

Gender
Capacities

X

CPF level gender responsive targets cannot
be included at this stage but projects
deriving from the CP will be gender
sensitive.
Funds will be raised for the implementation
of the CPF.

X
X

9. Has a gender expert been recruited OR does the project staff have gender knowledge
and have gender related tasks incorporated in their job descriptions?
10. Will all project staff be sensitized to gender (e.g. staff will complete basic online
course; I
Know
Gender
Course
on
UN
Women’s
eLearning
Campus
https://trainingcentre.unwomen.org)?

The majority of outputs of components has
gender issue incorporated and address
different needs of women.

X

7. Are women/gender focused groups, associations or gender units in partner
organizations consulted/included in the project?

8. Does the project ensure that both women and men can provide inputs, access and
participate in project activities (target at least 40 % of whichever gender is
underrepresented)?

X

X

6. Have adequate financial resources been allocated for the proposed gender activities
(vis-à-vis % of total budget)?

Relevant sex disaggregated data has been
gathered from MONSTAT, which will be
used to monitor and evaluate genderrelated developments.

The project staff as well as the Project
Manager have gender knowledge.

X
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Project
Implementation

11. Is there gender balanced recruitment of project personnel and gender balanced
representation in project committees?

Monitoring &
Evaluation

12. Will the monitoring and evaluation of the project cover gender issues and monitor
behavioural changes towards greater gender equality?

X
X

*Comments are mandatory for each question answered “No” or “Partially”.
** A user guide on how to assign a gender marker within UNIDO’s SAP PPM system is found on the Intranet and OpenText
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