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I.
Introduction

The National Indicative Programme (NIP) for Ukraine 2007-2010 sets out the key priority areas for EC assistance to Ukraine.  As this will expire in 2010, the European Commission has begun preparations for a new NIP to cover 2011-2013. This process will be carried out for all ENPI countries in the course of 2009. The final draft should be ready on 30 June 2009 for internal processing in order to have a Commission decision at the beginning of 2010.

This list of potential priority and sub-priority areas in this paper is derived from EU-Ukraine cooperation under European Neighbourhood Policy, including the Eastern Partnership as well as the new EU-Ukraine Association Agreement which is currently being negotiated. More specifically it also draws on the “New Practical Instrument” (working title), which is currently being negotiated between Ukraine and the EU.  The New Practical Instrument aims to facilitate and prepare for the entry into force of the Association Agreement and sets out the strategic priorities for cooperation between Ukraine and the EU to achieve these aims
. 
In the meantime the EU and Ukraine will continue to operate on the basis of the Partnership and Cooperation Agreement including through an annual EU–Ukraine Summit, the EU-Ukraine Cooperation Council, the EU–Ukraine Cooperation Committee and its seven subcommittees. These allow policy dialogue in such areas as trade, justice, liberty and security, people-to-people contact, legal approximation, norms and standards and other, ever growing EU-Ukraine interactions. 
The objectives of the current MTR exercise are to identify:

a. Areas which have not been adequately covered by European Community or other donor assistance but which represent key priority areas in need of financial assistance;


b. Areas for which follow-up assistance is required to previous programmes;

c. Areas which have been covered in the past, and for which assistance is no longer a priority.

A first RELEX-led programming mission took place on 23-24 March in Kiev with the participation of AIDCO and the Commission’s Delegation in Kiev. An extensive internal consultation was organised involving the Political, Economic and Trade, and Operations Sections. Particular attention was devoted to the mechanism for consultation of civil society organizations (CSOs). In this respect, the Delegation will launch an open web consultation, then organize a round table with selected CSOs during the second programming mission. Preliminary discussion over priorities and the need to ensure adequate links with ongoing negotiations on the Association Agreement including the establishment of a deep and comprehensive free trade area were also held with the Ukrainian Government (Ministry of Economy/National Coordination Unit and the Bureau for European and Euro-Atlantic Integration). EU Member States were also thoroughly briefed about the MTR process and the initial findings following this first programming mission.
This concept paper should be used as a basis for further discussions with the Government of Ukraine
, and with all other stakeholders, including civil society, EU Member States, and other donors, with a view to identifying the key priorities and sub-priorities for EC assistance under the European Neighbourhood and Partnership Instrument (ENPI) NIP 2011-13.  
A second programming mission is planned to take place on 25-27 May in Kiev to draw main conclusions and prepare a draft new Indicative Programme covering the period 2011 - 2013.
II.
Main priorities and goals
Three elements have been taken into account in the identification of main priorities and goals for the period 2011-2013. Firstly, the existing Country Strategy Paper (CSP) covering the period 2007-2013 has been treated as the main reference framework. The CSP was reviewed in 2008 on the basis of a desk exercise and it was agreed that it broadly reflected the needs and priorities for cooperation between the EU and Ukraine. Second, the need to respect continuity is treated as a guiding principle throughout the review exercise. This is important not only to ensure that the impact of cooperation is maximised but because a large number of operations, implemented either through TACIS or ENPI, are still ongoing in several priority sectors. Third, as stated above the goals and priorities agreed during this exercise should be closely linked to wider developments in the relationship between the EU and Ukraine notably the ongoing negotiations for an Association Agreement including the establishment of a deep and comprehensive free trade areas.
Taking these factors into consideration, the MTR programming mission concluded that the following general priorities and sub-priorities should be included under the new Indicative Programme for 2011-2013:

Priority area 1: Support for Democratic Development, the Rule of Law and Good Governance

Sub-priority 1: Justice, freedom and security notably reform in the justice sector
Sub-priority.2: Migration and international trade through strengthened border management
Priority area 2: Support for Regulatory Reform and Administrative Capacity Building

Sub-priority 1: Public administration reform and public finance management
Sub-priority 2: Support to the establishment of a deep and comprehensive free trade area 
Sub-priority 3: Support to the implementation of the New Practical Instrument through capacity and institutional development

Priority area 3: Support for Economic and Social Development

Sub-priority 1: Sectoral policy support (energy/energy efficiency, environment/climate change, agriculture/trade aspects, transport)
Sub-priority 2: Human capital development

Sub-priority 3: Regional Development
III.
 Specific Priority Areas 
1.
Priority area 1: Support for Democratic Development, the Rule of Law and Good Governance
Strategic context/justification
Respect for democratic principles, the rule of law and good governance is critical to strengthening citizens’ rights, increasing the accountability of and confidence in public decision-making, combating corruption and improving the business and investment climate generally. Consequently support for democracy, good governance and the rule of law are key priorities in EU-Ukraine Cooperation and will continue to feature prominently within the new EU-Ukraine Association Agreement as well as the New Practical Instrument.
EC support in this area will be able to draw on earlier assistance as well as ongoing operations in view of the fact that the EC is already providing substantial assistance under current programmes. However, given the overall importance and pervasive influence of this sector in all areas of cooperation, there is still a compelling need for additional support in this area.
The Commission is aiming to prepare a sector-wide intervention (SPSP) in the justice sector by ensuring that three major SPSP pre-conditions are in place by the end of the intervention. These are: the existence of a sector policy, a sector coordination structure and multi-annual financial commitment. Major sector stakeholders' policies and reform priorities are to be aligned in a coherent sector-wide reform strategy in line with Council of Europe standards, supported by an implementation plan and a Medium Term Expenditure Framework secured by a government decision.  
1.1.  Sub-priority 1: Justice, freedom and security 
Description

Support for the strengthening of respect for the rule of law in Ukraine notably through the implementation of reforms designed to enhance the independence and effectiveness of key rule of law institutions. In the area of criminal justice reform, the Cabinet of Ministers has issued a concept aiming to improve pre-trial investigation procedures, strengthen the protection of victim's rights and improve the conditions and procedures for punishment. In April 2008, a Concept on the Reform of the General Prosecutor Office (Procuracy) was introduced. The Commission has already provided comprehensive funding to the justice sector. In 2008 alone the Commission launched two major assistance programmes totalling €11M Euros in support of judicial reform.
Specific objectives

The specific objective is to strengthen the independence of the judiciary and the effectiveness of the courts and of the prosecution as well as of law enforcement agencies in accordance with international standards. It will also seek to ensure improved pre-trial investigation procedures, strengthened victims' rights protection and improved penal conditions and procedures.
Expected results

· Improved efficiency, knowledge and professionalism of all members of the judiciary;
· Effective implementation and enforcement of the civil, criminal and administrative codes and their corresponding procedural codes, based on European standards;
· Improved working methods of law enforcement agencies and prosecution;
· Improved access for citizens and economic operators to the courts and increased confidence by them in the operation of the Ukrainian legal system
1.2
  Sub-priority 2: Border management/migration 
Description

Strengthening of border management in Ukraine by the alignment of management practices and procedures to European standards notably in the migration field but also including trade and customs-related aspects of border management. 

The Government of Ukraine has undertaken efforts to strengthen border management. In this context, in June 2007 the Cabinet of Ministers adopted a resolution “On approval of the state special-purpose law enforcement programme ‘organisation and reconstruction of the state border’ for the period until 2015”. According to this programme, the government will allocate up to 2015 approximately € 133 million for improvement of border infrastructure, including equipment. 

The main actors in this sector are the State Border Guard Service (SBGS) and the State Customs Service (SCS). The State Border Guard Service is committed to implementing a reform strategy aiming towards Schengen standards by 2015. The SBGS is consequently following an implementation plan which is supported by the EU and the U.S. Reforms are intended to address the organisational structure, human resources and asset management. An important step forward was the withdrawal of the conscript system in 2008, as well as the introduction of training curricula which are compliant with the EU core curriculum for border guards. The SBGS also established, with the help of EU Border Assistance Mission, risk analysis units which will pave the way towards risk-based border controls following a selectivity methodology.

However the SCS could benefit from further work in the elaboration of an overall strategy for the service’s future development, building on work already carried out in the autumn 2008. Moreover, customs clearance procedures need to be simplified in order to meet WTO requirements and to prepare the Service to implement a potential EU-Ukraine deep and comprehensive Free Trade Area. 
Specific objectives

To facilitate integrated border management with a view to achieving an appropriate balance between secure borders and the facilitation of legal movements of persons and goods, as well as to build up capacity for better fighting cross-border crime and irregular migration at the green and blue borders. 
Expected results

· A long-term strategy for the State Customs Service developed and Ukraine’s Customs Code’s administrative instructions and implementing provisions approximated to those of the EU acquis communautaire and best international standards.
· Customs clearance system simplified and streamlined and clearance obligations and procedures made more transparent and accessible in preparation for a possible future integration into the EU internal market.
· Common transit system extended and a mechanism of exchange of advanced customs information created.

· Inter-agency cooperation among all national services involved in border management improved.

· Physical border infrastructure and information technology systems created as well as relevant border/customs control and surveillance equipment supplied to the State Border Guard Service and to the State Customs Service.

2.
Priority area 2: Support for Regulatory Reform and Administrative Capacity Building
Strategic context/justification 
The process of gradual alignment of Ukraine with the EU’s internal market rules will require major efforts on approximation of Ukrainian legislation, norms and standards with those of the EU, also bearing in mind the challenges Ukraine will face with a view to the deep and comprehensive Free Trade Area under negotiation with the EU. Progress in this area will also have a positive impact on the investment climate by ensuring transparency, predictability and simplification of regulation.
The EC is uniquely well-equipped to support this process as it can build on extensive experience gained in the context of EU enlargement in respect of the new EU Member States. In designing support in this area emphasis should be placed not only on technical advice on approximation of legislation and alignment of procedures, including technical regulations, conformity assessment procedures and standards but also, equally importantly, on administrative capacity building to ensure national ownership and effective enforcement of approximated rules and regulations. Ukraine’s participation in Community programmes, agencies and networks, insofar as these will be open to the country, will also contribute to this process.
The EU-Ukraine Association Agreement will include a very wide range of priority areas for regulatory reform including: trade facilitation and market access, customs legislation and procedures, conformity assessment, sanitary and phyto-sanitary issues, consumer protection, establishment and company law, financial services and markets, taxation, competition policy, enterprise and SME policy, intellectual and industrial property rights, public procurement and statistics. As a general rule maximum flexibility will be required in order to respond efficiently to evolving needs during the implementation of the “New Practical Instrument” and eventually the EU-Ukraine Association Agreement 
Sub-priority 1: Public administration reform and public finance management 

Description
Public administration reform and improved public finance management are crucial elements in enhancing institutional capacity and improving the transparency and public accountability of state and administrative structures at all levels. This is also a major element in ensuring the effectiveness of the fight against crime and corruption.
Specific objectives
To improve service delivery by the public administration, including by fighting corruption and improving public finance management, also at the local government level.

To improve the capacity of different levels of public administration to elaborate and co-ordinate state policies and to implement them effectively and efficiently in line with the standards and recommendations of the Organisation for the Economic Cooperation and Development. 
To increase coherence between policy planning and budget institution and control. 
To strengthen the professionalism and independence of the civil service.
Expected results
· Enhanced policy-developing and co-ordinating capacities between different levels of public administration 
· Administrative and civil service reform plans developed, including anti-corruption measures;
· Increased independence and professionalism of the civil service 
· Implementation of reform plans underway in selected ministries and state agencies
· Increased coherence between policy planning and State budget execution and control
· Plans for more transparent and predictable public finance management developed
· Plans for improved public finance management tested in selected policy areas.
Sub-priority 2: 
Support to a deep and comprehensive FTA 
(to be up-dated and completed upon finalization of discussions on the New Practical Instrument)

Description

On 18 February 2008 the then European Commissioner for Trade, Peter Mandelson and Ukrainian President Viktor Yuschenko launched negotiations for a deep and comprehensive free trade agreement (FTA) between the EU and Ukraine. This followed the finalisation of Ukraine's WTO accession (Ukraine formally became WTO member in May 2008), which was a prerequisite for FTA talks. 

The EU-Ukraine FTA will become the first of a new type of “deep and comprehensive” trade agreements. The FTA will cover a wide array of trade-related issues (“comprehensive”) and it aims at eliminating 'behind the border' obstacles to trade through processes of regulatory approximation, thus partially opening/extending the EU internal market to Ukraine (“deep”). 
In preparing for the implementation of a deep and comprehensive FTA the emphasis will be on ensuring regulatory approximation on issues such as technical regulations (ie. the norms and standards laying down the characteristics of goods), veterinary and plant health rules, among others. 

The EC is already providing assistance to Ukraine to implement policy measures to remove technical barriers to trade between the EU and Ukraine through classical technical assistance, twinning and budget support mechanisms. In particular, the sector policy support programme SPSP "Promoting mutual trade by removing technical barriers to trade between Ukraine and the European Union" under the AAP 2008 is expected to result in the adoption and implementation of a plan to reform the Ukrainian institutional infrastructure for quality (i.e. the institutions dealing with standardisation, metrology, conformity assessment, market surveillance and accreditation), setting up of a National Standardisation Body, significant progress in standards harmonisation, progress in mutual recognition of accreditation services, implementation of technical legislation in priority sectors and technical upgrade  of testing and metrology facilities. 

Specific objectives

To support the establishment in Ukraine of a performance oriented system and institutions for quality assurance, aiming to promote economic efficiency, innovation and enhance international trade.
Sub-priority 3: Support to implementation of the NPI through capacity and institutional development (to be up-date and completed upon finalization of discussion on the New Practical Instrument)
Description

The New Practical Instrument is being developed to facilitate and prepare for the implementation of the EU-Ukraine Association Agreement. It contains a wide-ranging set of practical priorities upon which the EU and Ukraine will cooperate in the coming years in the run up to and beyond the entry into force of the Association Agreement. 
Specific objectives

Support in delivering the specific policy and legislative priorities set out in the New Practical Instrument. Cooperation in these areas will allow Ukraine to draw upon European Union experience and best practice and will support the overall goal of approximation to EU standards. Support in this area will be provided mainly through continuation of implementation of a Twinning instrument, which proved to be of high demand since its extension to Ukraine and, where appropriate, through classic technical assistance projects.   
3.
Priority area: Support for Economic and Social Development
Strategic context/justification 
Sub-priority 1: Sectoral policy support (energy; environment; agriculture; transport)
Sectoral policies, including energy, energy efficiency, environment and transport, and trade have received significant financial support during the current NIP period, in particular via the new budget support instrument opened to Ukraine under the ENPI since 2007.   Consequently, the energy sectors have received first commitments for sector budget support (SBS) totaling 145 meuro with additional commitments planned in 2008 for trade (39 + 6 meuro) and in 2009 for transport and environment up to 110 meuro.  This support has helped to set an appropriate policy framework in these sectors, focused on European integration as per the EU-Ukraine Action Plan and the Memorandum of Understanding on Energy Cooperation from 2005.

Agriculture 
The agricultural sector in Ukraine makes up a significant portion of the country’s GDP (16 %). A third of Ukraine’s population lives in rural areas and the agricultural sector is a major employer in the country (4 million workers, about 20% of the national labour force). Agricultural activity is the main source of income for the majority of Ukraine’s rural population. It utilises 75% of Ukrainian territory, facilitates the creation of workplaces in related industries, and is the cornerstone for the development of rural areas.
Ukraine has 25% of the world’s best soils yet considerable structural issues continue to hamper agricultural and rural development. With over 30 million ha of arable land, of which over 50% is composed of very fertile black soil, the sector’s economic potential is significantly underutilised. The sector suffers from low operational and economic efficiency due to low productivity, high production costs, fragmented farm structures, outdated technologies, and overall poor farm management.
Little change in agricultural policy concepts and planning has occurred since 1992. For most of this period Ukraine lacked a coherent agricultural and rural development policy framework. Key structural issues such as: rural socio-economic development, sector competitiveness, the institutionalisation of food safety and quality (including sanitary and phyto-sanitary control), have largely been neglected. As a result the agricultural sector has declined and the socio-economic situation in rural areas has worsened.  This has caused migration out of rural areas and increasing levels of rural poverty. Food safety problems have increased, as has the degradation of the environment, the reduction of farm land biodiversity and the deterioration of the rural landscape. 
In recent years the Government of Ukraine has begun to address these issues. On 18 October, 2006 the EU Commissioner for Agriculture, Mariann Fischer Boel, and Ukraine’s Minister of Agricultural Policy, Yurij Melnik, signed a Memorandum of Understanding on a dialogue on agriculture issues to establish a framework for future co-operation. Preparation of a State Programme on the Development of Ukrainian Villages for the period till 2015 commenced in 2005 and was finalized and accepted by the Cabinet of Ministers on 19 September 2007. The State Programme sets out the Government’s priorities and strategies in the sector and is the first programme that addresses agricultural and rural problems in an integrated way.  The main goal of the programme is to improve the rural economy. This would be achieved through strengthening state support for agricultural production and increased provision of social and other services to rural communities.  The total financing required for the programme is 120 billion UAH, (approximately 12 billion EUR). 

Energy: The energy sector occupies a critical position in EU-Ukraine relations, not least due to the country's geographical location as a transit country for gas and oil supplies to Europe.   In this context, the EU and Ukraine signed the Memorandum of Understanding on Energy in 2005; the third progress report was adopted at the EU-Ukraine Summit in September 2008.  The government policy focuses on reforms in this sector which are necessary both to balance the budget as well as to attract strategic investors in the sector. 

For reasons related to supply security as well as environmental considerations, the EU has a strong interest in further encouraging and assisting reform in this sector, at both technical and political level, with a view to sustainability, transparency, and market mechanisms.    The EU and Ukraine have set up a joint expert Working Group on energy policy as well as energy efficiency under the relevant PCA Subcommittee.  Negotiations have also opened in November 2008 for Ukraine to enter the Energy Community Treaty, under which Ukraine would commit to gradually adopt core legislation with regard to the functioning of energy markets in electricity and gas as well as the related EU environmental legal acquis.

Environment: 

Despite considerable progress achieved in addressing the problematic environmental legacy of the past, Ukraine’s environment still remains challenging. There is an urgent need for integration of environmental considerations and improvement of energy efficiency in industrial, energy and agricultural sectors as well as to raise environmental awareness among consumers.  The key environmental issues in Ukraine mostly relate to the air quality, water quality, waste management, nature protection and radiation contamination in the north-eastern part of the country.

The Government has made significant progress over the past years in developing a coherent policy on the environment and in its efforts to mainstream environmental issues. The country has also shown strong commitment to respect its international agreements in this sector and to advance on the agreed actions in the UA-EU Action Plan.
In order to help  the Government of Ukraine improve environmental policy performance it is foreseen in the AAP 2009 to launch the environmental sector budget support (about 35.0 M€) to be implemented in 2010 – 2012.
Transport: In the field of transport Ukraine plays a strategic role in the integration into trans-European transport corridors in the region. Ukraine has also shown interest in establishing a common aviation area between Ukraine and the EU, the negotiations on which are ongoing. Transport sector development in Ukraine in the light of movement of goods and people is also closely linked with cross border and customs related issues as Ukraine is an important transit country connecting the EU with Russia, the South Caucasus and Central Asia (TRACECA corridor). This will be addressed in the Association Agreement and, therefore, further assistance should focus on aviation, land, marine and inland water transport sub-sectors to improve Ukraine’s regulatory framework, safety as well as to upgrade its infrastructure.
In order to help  the Government of Ukraine better integrate with EU transport systems 7 projects of a total value of EUR 13 million are currently being implemented in this area.  The project activities will be continued and extended under the AAP 2009 through transport sector budget support (of approximately EUR 65 million for the period in 2010-2013).

Specific objectives 
To further assist Ukraine in updating and implementing government policies and reforms in key sectors of EU-Ukraine cooperation (agriculture, energy, energy efficiency, environment, transport) with a view to facilitating financing for the upgrading of infrastructure and increasing security. 

5.3 Sub-priority 2: Human Capital Development
Description

The human development agenda in Ukraine does not only include economic development, but also guarantees related to the enjoyment of those basic rights necessary for a decent standard of living and the ability to participate in the life of the community (UNDP Human Development Report Ukraine 2008)

Reform in the education sector is key to the successful transition to a knowledge-based economy and society creating a centre for the development of human capital. Education is an important contributor to economic and societal development and plays a crucial role in the reform agenda. Development of the right skills and competences is recognized internationally as the key factor for enhancing growth and productivity and for improving economic competitiveness. 

In this context in 2007 the European Commission agreed with the World Bank to carry out joint policy analyses in Ukraine which would review the relevance of the education and training system, effectiveness of delivery systems, and labour market outcomes and how these systems could be reformed to support lifelong learning policies, economic growth and competitiveness of human capital in Ukraine. In the preliminary policy analyses in the area of the governance, financing and quality of the education system the following drawbacks have been identified: weak public accountability in decision-making; limited participation in international comparative studies and benchmarking analyses, financing of the education system.
There is a great deal of relevant expertise in the EU in human capital development from which Ukraine could greatly benefit. Experience and practices of the EU Member States under the Lisbon Strategy objectives, in which lifelong learning, the relevance and responsiveness of the education systems to the labour market needs and recognition and portability of qualifications are the key issues, are an important source of relevant practice and experience. The recommendations and issues raised in the Policy Review will be taken further in subsequent feedback discussions with the Ukrainian Government and relevant stakeholders. Education Sector reforms will require not only expertise and technical assistance from the international agencies but a strong long-term commitment towards life-long-learning and ownership from the Ukrainian government to sustain its human capital development. 

Health-care: Ukraine faces serious issues today in assuring good quality health care to its population due in particular to legislative/organisational restrictions, budgetary constraint problems, and staffing (human resource) problems, at a time of political uncertainty and rapidly changing demography and epidemiology. These are not problems unique to Ukraine, and therefore experience and the lessons learned from EU experience will be taken into account in developing proposals for reform.

The existing system of social services which is a part of social protection system and which consumes enormous financial resources, does not meet the needs and demands of the vulnerable population. The Ministry of Labour and Social Policy clearly expressed its commitment to undertake structural reform within this area.  
Specific objectives 
Promoting the adoption of a National Strategy for modernising Ukrainian education and training delivery system reflecting best international practices and local realities via strengthening the capacity of the Government agencies and other education stakeholders to implement education and training strategies and policies improving quality and relevance, effective use of resources and governance of education system with the EC and other donor's (e.g. WB) support. 

To improve the financing and management of the health care system covering all population groups, including support to the implementation of health insurance schemes; 

To improve the capacity of the health system and relevant services to promote healthy lifestyle and to address public health risks effectively.

Sub-priority 3: Regional Development 
Description

Ukraine has a population of about 47.5 million people and a total land area of 604,000 square kilometres. The administrative and territorial structure at Regional level includes the Autonomous Republic of Crimea, 24 regions or Oblasts and 2 Cities of Oblast status. The Local administrative level includes 494 districts or Rayons, comprising 446 Cities, 907 Towns and 10,196 Villages.

Studies have shown that the incidence-of-income poverty does not vary significantly between rural and urban areas, but when it comes to access to municipal services, such as health facilities, education, safe water, basic sanitation and provision of productive resources, rural deprivation significantly surpasses urban deprivation. Moreover, economic growth has not translated into increases in employment or income at the local level.

Socio-economic disparities between regions are also increasing. According to the Department of Regional Development of the Ministry of Economics, differences in productivity (GDP per capita) between regions are quite substantial:  the most advanced region is about 3.5 times more "productive per capita" than the least advanced. The gap for tax collection is even more significant: in 2004 the richest region collected about 40 times more local taxes than the poorest region. These large differences among primary incomes (excluding transfers from Central to Local levels) have substantial negative effects in particular by decreasing local and regional initiatives and responsibility.
Specific objectives
The EC is financing several sustainable development projects under TACIS. The last project, the regional development project, assists the Ukrainian Authorities in formulating their policy and strategy for RD, in designing the related financial tools and in implementing concrete sustainable socio-economic actions. This project will adopt a comprehensive approach at strategy, instrumental and implementation levels. The project will also aim to jointly operate with other donors and IFIs (International Financial Institutions).

By 2010 there will be a national strategy for regional development. The Autonomous Republic of Crimea has been selected as a pilot "region" to develop a regional strategy and establish a regional development agency. A Joint Initiative involving the EC and EU Member States has been already launched to support that process in Crimea. 
IV.
Implementation
Pre-conditions for budget support
Since the inception of the ENPI in 2007, Ukraine has undergone a major shift of aid modality moving more towards Sector Budget Support (SBS) in order to further enhance policy dialogue and increase Government ownership of operations. Identification of SBS programmes is based upon a Sector Readiness Assessment covering 7 main criteria, out of which 3 are considered eligibility criteria (existence of a sector strategy; sound macro-economic framework; sound Public Finance Management system). If one or more of the three criteria is missing, pre-conditions for SBS are considered not to have been met.
Over the period 2007-09, approx. 72% of the total annual allocations is being devoted to SBS operations. In 2008, a first partial tranche of EUR 23 million was disbursed under the 2007 Energy Sector Policy Support Programme as budget support.  The Action Programme 2008 for Ukraine includes an additional EUR 70 million to support energy efficiency in Ukraine, including EUR 63 million to be disbursed as budget support over a three year period. The Action Programme 2008 also includes the EUR 45 million sector policy support programme (SPSP) "Promoting mutual trade by removing technical barriers to trade between Ukraine and the European Union", comprising EUR 39 million budget support, to be disbursed in four tranches and EUR 6 million for technical assistance.
Context for twinning operations 
The extension of the Twinning instrument to Ukraine, the first among the CIS countries, has shown the importance attached to increased co-operation between Ukraine and the European Union. Twinning is increasingly becoming the main instrument to “support legislative approximation to meet EU norms and standards” in Ukraine as provided by the EU-Ukraine Action Plan and the EU-Ukraine Partnership and Cooperation Agreement. In this context, twinning provides a comprehensive and ambitious framework for work with Ukraine, identifying key areas of reform. Twinning projects act as a catalyst in setting the country’s public administration reform in motion, bringing together specialists from EU Member States and Ukraine’s administrations, and promoting the effective adoption of Community legislation. This instrument mobilises significant human and financial resources to stimulate progress in Ukraine. Necessary administrative structures were established by the Ukrainian government to coordinate the Twining programme on Ukrainian side and relevant normative and legislative acts regulating implementation of Twinning activities were adopted. Currently 10 projects are being implemented and about 20 at different stage of preparation/contracting. The Ukrainian Government (through EU-Ukraine Co-operation structures such as Cooperation Council) intends to increase its coordinating role in selecting priority areas for future twinning projects and bringing them in line with sectoral strategies and priorities.  

Use of international organizations

The Council of Europe (CoE) plays an important role in the reform process in Ukraine and consequently close collaboration with the CoE can result in significant synergies. As a Council of Europe Member State, Ukraine is subject to the various obligations of membership including the requirement to respect the European Convention of Human Rights and accept the jurisdiction of the European Court of Human Rights. The Court and the other institutions of the Council of Europe set important standards for CoE Member States and offer valuable guidance and support regarding the implementation of these standards. This approach greatly increases ownership of reforms in the area of democracy and rule of law (and in particular justice reform) and improves the chances of their successful implementation. The dialogue with the Council of Europe is efficiently facilitated by the office of the CoE Representative in Ukraine. In close consultation with the EC, the Council of Europe has developed together with Ukrainian authorities a new Action Plan 2008-2011 primarily covering areas such as protection and promotion of human rights, rule of law, elections, promoting the democratic process and promoting social cohesion. Cooperation of the EC with CoE in these areas is progressing well.

The OSCE/ODIHR is also a valuable partner in the area of good governance. In 2008, the Commission concluded a contribution agreement with the OSCE to assist in establishing an electronic voter register in Ukraine and facilitate the drafting of an Election Code. If the project is successful in achieving these objectives, a major step forward will have been made by Ukraine in meeting the recommendations made by OSCE/ODIHR Observation Election Missions in recent election reports and, by extension, in holding elections in accordance with international standards.

UNDP is a major partner in project implementation and importantly in policy dialogue and donor coordination, Major projects involving collaboration with UNDP include the EC- funded Community Based Approach (based on UNDP’s previous experience and methodology) and the TACIS Sustainable Local Development and Sustainable Regional Development project.
UNDP has agreed to be the main implementing partner in the joint initiative for regional development in the Crimea, launched in 2008.
The EU Border Assistance Mission (EUBAM) was launched on 30 November 2005 following a joint request of the Ukrainian and Moldovan Presidents. EUBAM is an EU Mission fully funded by the European Union through a contract with UNDP. UNDP is the Mission’s implementing partner, providing administrative and logistical support 

IOM is a strong partner in the area of migration management. Previous projects helped to improve Ukraine’s migration management capacity with a particular focus on the establishment of Migrant Custody Centres (operated by the Ministry of Internal Affairs) for the accommodation of irregular migrants as well as the Special Holding Facilities in accordance with international standards. 
Donor Coordination and aid effectiveness 
The principles of the Paris Declaration are still to be fully applied in Ukraine, but reforms in internal governmental donor coordination are being introduced. The leading concept of the reform is the concentration of coordination functions at the level of Deputy Prime Minister (in charge of EU integration) and the newly established Coordination Bureau for European and Euro-Atlantic Integration. A suitable division of labour between donors,  on the basis of the concept of comparative advantage, needs also be promoted  The EC identifies its own comparative advantages as being in legislative reform and approximation, through instruments such as Twinning, and through larger programmes to support wider sector-reform.  While EC technical and financial cooperation is by its nature difficult to deploy rapidly and flexibly, EU Member States which generally operate in a less complex procedural environment could engage in joint programming and add value to the larger EC-funded operations. 
Areas which require only small-scale assistance should not be identified as priorities for EC assistance, but should be discussed with other donors. An exception to this may be made when sub-priority areas are identified under the heading of legislative reform, approximation, and institutional capacity building, which could be pursued using the twinning instrument. Sweden is the first and only EU Member State engaged so far in joint-programming with the EC in the frame of the ENPI country programme, namely in the environment sector. There is scope for further expanding this good practice and to that effect EU MS, and in particular new EC MS, are invited to harmonise their programming cycles with those of the EC and join-in in cooperation programmes which support the bilateral EU-Ukraine agenda. The Joint Initiative for the development of Crimea is a good example of new ways of strengthening EU coordination: around the pivotal role of the EC, which will assist the Crimean authorities for regional development, EU MS will orient their cooperation to support the regional strategy through investments and capacity development in selected areas, according to their comparative advantage and interest. 
Civil Society Cooperation

The comparative advantages of the ENPI instrument are in sector reform, legislative reform approximation, and institutional capacity building.  The EC has dedicated instruments for funding civil society projects, in the form of the European Instrument for Democracy and Human Rights, and the thematic programme for non-state actors and local authorities, and these should remain the primary funding mechanisms for civil society organisations (CSOs). CSOs have several important roles to play: (i) they can mobilise grassroots constituencies and translate their needs into policy inputs; (ii) they can monitor government and donor policies and practice, and (iii) they can act as service providers. All of these different roles need to be taken into account in programming under ENPI. 
Civil society's involvement can also make a considerable contribution to furthering the goals of the Paris Declaration by extending governmental ownership of a programme nation-wide. Additional cooperation is envisaged through the multilateral track of the Eastern Partnership which seeks to promote people-to-people contacts region-wide.
� In the case of JLS issues, the 2007 JLS Action Plan will continue to be in force concurrently with the New Practical Instrument.


� The paper already reflects initial comments made by Government partners during the programming mission.
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