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Executive Summary

Purpose of the Assignment

This ex post evaluation addresses the EU/EC’s pre-accession assistance provided to the twelve
countries that acceded to the European Union as part of the fifth wave’ of EU enlargement, i.e.
Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia, and Slovenia
on 01/05/2004, and Bulgaria and Romania on 01/01/2007. It marked an unprecedented enlargement
in terms of scope, of complexity and its diversity; extending EU membership from 15 to 27 countries.
Regarding the countries of Central and Eastern Europe, following the events of 1989 leading to the
collapse of the communist political system, the EU/EC established the PHARE' programme as the
main legal instrument for the provision of financial assistance to those countries’. Regarding the
countries Cyprus and Malta, both of which secured independence from the UK in the early-1960s, the
EU/EC’s pre-accession assistance was provided, 2000-2003, under a specific instrument’.

Following their accession to the EU, each of the twelve countries covered under this ex post
evaluation received limited, additional support under the Transition Facility* to consolidate their
administrative capacity to implement and enforce the acquis and to address issues for which individual
countries had negotiated a transition period — 2004-2006 for the countries acceding in 2004 and in
2007 for Bulgaria and Romania. The Transition Facility is also addressed by this ex post evaluation.
For the countries acceding to the EU in 2004 or 2007, the total EC grant allocated over the period
1990-2006 (plus 2007 Transition Facility funding for Bulgaria and Romania), under the three
instruments outlined above, as addressed by this ex post evaluation, was € 18,673.1 million.

This ex post evaluation, almost ten years after the completion of the fifth wave’ of enlargement, aims
to provide relevant findings, conclusions and recommendations to the Commission by an overall
programme evaluation of the pre-accession assistance to the twelve acceding EU Member States.
The specific objectives of this evaluation are to:

e Assess the impact and sustainability of the EU pre-accession funded interventions.

e Assess the synergies developed between the accession strategy, the on-going policy
dialogue, and the financial assistance.

e Provide lessons learned and recommendations for decision-making on improvements of future
financial assistance and policy setting where relevant [i.e. within the context of enlargement].

Methodological Approach

In order to ensure that the evaluation may have a global representativeness, i.e. programme-wide,
research and analysis was focused at two levels: (1) on the overall assistance and strategy and (2) on
the assistance provided to the twelve countries acceding in 2004 or 2007, presented as in-depth
country and inter-regional case studies focused on a sectoral basis, e.g. Justice and the Rule of Law,
Agriculture, Transport, Social Policy and Employment, Private Sector, Cross-Border Cooperation, etc.

The evaluation is of summative character and takes a qualitative and quantitative approach to answer
the evaluation questions agreed, in consultation with DG Enlargement, in the inception phase. The

! Council Regulation (EEC) No. 3906/89, of 18 December 1989, on economic aid to the Republic of Hungary
and the Polish People's Republic ["Poland Hungary Aid for the Reconstruction of the Economy"] — as
amended — and also re-named as “on economic aid to certain countries of Central and Eastern Europe”.

In 1990 the following countries became beneficiaries of the PHARE programme: Bulgaria, Czechoslovakia (as
of 1993 separately as the Czech Republic and the Slovak Republic), and Romania [as well as support for the
former Yugoslavia and, for 1990 only, also the former East Germany / GDR]. In 1991 the following countries
also became beneficiaries of the PHARE programme: Estonia, Latvia, and Lithuania [as well as Albania]. In
1992 Slovenia was also added as a beneficiary. [Other Western Balkan states were also partially supported]
Council Regulation (EC) No. 555/2000, of 13 March 2000, on the implementation of operations in the
framework of the pre-accession strategy for the Republic of Cyprus and the Republic of Malta.

For which the legal basis was a specific article in the relevant Treaty of Accession (of year 2003 or 2005).
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evaluation was undertaken via a mix of ‘desk-research’ and field-research’: (1) the review of relevant
strategic and programme/project level documentation, and statistical data available via the EU
Institutions, national and international actors; (2) interviews conducted with relevant individuals in the
EC and in three of the countries (Hungary, Romania, Slovakia), and the provision of contemporary
feedback from public officials of the twelve countries via the utilisation of a Questionnaire Survey.

The Evaluation reflects the factual situation as at 30/06/2014 - the ‘cut-off-date’ for the Report.

[Unless clearly demarcated by time, i.e. during the 1990s only the PHARE programme, the evaluation
report refers to the above range of EU-funded assistance instruments collectively as PHARE]

Ex post Evaluation Findings

Impact and Sustainability of PHARE / Pre-Accession Financial Assistance
Relevance of the assistance was, generally, good, but there were weaknesses in project design

Reflecting the longevity of the PHARE instrument, the strategic focus of the financial assistance
evolved over time. This was in parallel with the evolution of the EU’s policy and pre-accession strategy
toward the region and the evolution of the development priorities/needs of the beneficiary countries.
The key development phases supported by PHARE related to: (1) in the early-1990s, the challenges
of stabilisation and initial transformation by the countries; (2) by the mid-1990s, consolidation of the
reforms to build the institutions necessary for a democratic system based on a market economy, as
well as actions to support the development of the private sector, trade and preparations for closer
integration with the EU’s internal market; (3) and from 1997/1998, as an ‘accession-driven’ instrument
focused on supporting the pre-accession preparations by the beneficiary countries, linked to the EU’s
criteria for EU accession (Political Criteria, Economic Criteria, and Treaty Obligations / the Acquis).

Programming of the assistance was undertaken by the EC on an annual basis. This was conducted in
close consultation with the beneficiary countries (which each appointed a National Aid Coordinator
(NAC) and Senior Programme Officer (SPO) for supported sectors), in order to ensure the assistance
was targeted in response to the priorities/needs of the individual countries and of the EU’s strategy.
The coherency of the programming process was progressively strengthened during the 1990s, notably
as the beneficiaries put in place a range of sectoral and sub-sectoral development strategies, and
from the mid-/later-1990s specific European integration and EU pre-accession strategies. In order to
promote coherency in the programming process for PHARE as an ‘accession-driven’ instrument, the
EU adopted an ‘Accession Partnership’ with each country (initially in 1998), bringing together the EU’s
identification of the priorities for the country to comply with the accession criteria, including the sectoral
chapters of the acquis. Each country prepared a corresponding multi-sectoral reform strategy to guide
their pre-accession preparations: a ‘National Programme for the Adoption of the Acquis’ (NPAA).

The main weakness of the financial assistance related to the significant variability in the design of the
main programming documents and the extent of preparatory analysis and planning undertaken by the
beneficiary institutions, as well as variability in the application of quality control standards by the
beneficiary NAC services and by the EC linked to the ex-ante review of programmes/projects. There
were deficiencies in respect to ‘SMART’ intervention objectives or ‘SMART’ indicators of achievement,
notably so in terms of the objectives and the indicators being Specific, Measurable, or Time-bound.

Efficiency

Understandably the efficiency of the initial PHARE programmes faced certain constraints, as there
was a learning process for all partners in respect to the management and operational procedures to
follow, plus of the procurement and contracting processes and controls to be operated. While the
efficiency of programme implementation was progressively strengthened, the efficiency of the actions
commonly suffered, across the programme’s lifetime, due to the insufficient staffing levels in the
beneficiary institutions to support project management, technical delivery, and take-up of the results.

Too frequently there were delays in the preparation of detailed technical specifications by beneficiaries
of sufficient quality for launching the procurement of actions, with final project components for more
complex actions pushed close to the contracting deadline. Thereby there was limited flexibility or

Final Evaluation Report, issued on 19/01/2015 Page 9



Evaluation of PHARE [EU pre-accession] financial assistance to Bulgaria, Cyprus, Czech
Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Romania, Slovakia, Slovenia

contingency-time to facilitate the implementation of actions and the management of inter-linkages. The
beneficiaries rarely utilised the time period from finalisation of the programming exercise with the EC
S0 as to prepare the necessary technical documentation so as to allow for the launch of procurement
immediately after the approval of the EC financing decision (up to 6-months after the exercise).
Effectiveness

Overall, the effectiveness of the financial assistance in achieving the timely delivery of the desired
results was mixed. While PHARE support did deliver a range of the desired results, the
institutionalisation or take-up of these in terms of generating desired behavioural changes in the
beneficiaries was not always fully achieved, or achieved only after delays. A common constraint for all
of the countries, were the frequent delays in the decision-making process linked to the approval, the
adoption, and the enactment of the delivered results and reforms. Additionally, the mixed effectiveness
also reflects the, at times, over-ambitious nature of the programme objectives, due to weaknesses in
needs analysis and design, and often insufficient level of beneficiary staffing for project management.
In a number of the countries the effectiveness of the first phase of the assistance tackling horizontal
policy areas (e.g. public administration reform, judicial reform, combating corruption), was limited to
the preparation of a strategy proposal and initial training but only hesitant testing of the reforms due to
the lack of political consensus/ownership/will or to opposition from stakeholder partners. The lack of
ownership, and occasional substantive reorientation of reforms, reduced the effectiveness of PHARE.

Despite the overall effectiveness constraints and uneven performance of the financial assistance in
achieving the timely delivery of the desired results, PHARE was, still, nevertheless successful in
delivering a good range of reforms and the intended behavioural changes, notably linked to:

e Institutional, regulatory etc. reform and capacity-building of the public services (central,
regional and local) so as to develop the efficiency and effectiveness of the administration of
their public services and/or public benefit pursuit, in compliance with European values,
standards and norms, and in accordance with the requirements of the acquis.

e Investment in basic, physical infrastructure (e.g. transport, environmental, energy, human
resources and business-related, and social infrastructure), so as to deliver socio-economic
benefits at the local, cross-border, and regional levels (e.g. improved road safety, improved
drinking water quality, modernised vocational training centres, business incubators, etc.).

e Via a diverse range of pilot-tests, grant schemes and financial mechanisms support was also
delivered to individual enterprises, SMEs, farmers, cooperatives, civil society groups, schools,
students, trainees, entrepreneurs, job-seekers, groups at risk from social exclusion, etc.

Impact

The impact of the assistance was generally good, delivering medium-term socio-economic benefits in
a range of areas. However, the impact was mixed, notably in terms of the immediate impacts.

Reflecting that a major focus of the assistance from 1997/1998 was to support preparations by the
countries for EU accession, including the full range of sectoral chapters of the acquis, the impact of
the assistance is evident in regard the enactment of policy and capacity building reforms promoting
efficiencies in the delivery of, and/or greater effectiveness in the targeting of, and/or the coordination
of public services, programmes and regulatory functions and controls. This has delivered socio-
economic benefits to the wider society via the enforcement of higher standards (e.g. food safety,
occupational safety and health, environmental, border security, maritime safety, etc.), and public
services more responsive to the challenges for cohesive socio-economic development (e.g. via
employment and training services and programmes, social inclusion, or social protection measures).
However, while the impact of the assistance was generally good, it was partially mixed in terms of the
achievement of the intended immediate impacts in the period of the assistance provision, i.e. by the
end of project implementation period. This was primarily due to the delays and constraints
experienced, at times, in the formal approval and thereby the enactment of the policy and capacity
building reforms at the institutional level in the immediate period. The intermediate impact of the
assistance was also influenced by the variable level of post-project planning undertaken by the
beneficiaries, e.g. key follow-up actions to be completed, investments to be undertaken, milestones,

Final Evaluation Report, issued on 19/01/2015 Page 10



Evaluation of PHARE [EU pre-accession] financial assistance to Bulgaria, Cyprus, Czech
Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Romania, Slovakia, Slovenia

targets to be met over the short- to medium-term. However, where these obstacles to the achievement
of impact were progressively addressed in the short- to medium-term after project completion, the
intermediate impacts of the assistance became more positive, as the reforms were formally enacted.

Via the infrastructure development investments a range of socio-economic and quality of life impacts
of an immediate and longer-term nature were achieved at the local/regional level (e.g. improved air
quality and monitoring, or energy efficiency of and reduced pollution by utilities, the promotion of
business opportunities, support to start-up businesses, improved access to vocational training, etc.).

Via the pilot-testing of targeted grant schemes (e.g. for promoting energy efficiency in buildings, or for
promoting business, trade and export development, or for job-seekers, specific sub-groups of job-
seekers or entrepreneurs, e.g. women, youth, persons with disability, etc.), the assistance delivered a
series of immediate benefits in terms of the individual target groups supported (e.g. jobs obtained as a
result of the training, business obtaining registration under the Eco-Management and Audit Scheme,
etc.), as well as valuable lessons for the further development and roll-out of such mechanisms.
Presumably this delivered benefits to the vast majority of final users of a longer-term nature, but the
evidence to confirm this is limited as grantees were rarely requested to provide relevant information on
their further progress, e.g. a brief questionnaire survey 6-months or 1-year after the support.

Sustainability
Overall, the sustainability of the impacts promoted by the financial assistance was satisfactory.

Despite some initial difficulties in embedding the reforms and in the full transposition of the acquis as
EU Member States, the sustainability of the actions and the compliance of the new Member States
with the acquis are generally good. Sustainability of the acquis oriented reforms was provided via the
adoption and enactment of the legal and regulatory acts, internal procedures etc. developed with the
support of PHARE. In addition, institutional ownership of the acquis driven reforms is generally good,
with the majority of beneficiaries actively engaged in the further development of the EU policy agenda,
to improve its targeting and to promote the cost-efficiency / cost-effectiveness of its implementation. In
addition to the acquis driven reforms, significant elements of European policy are conducted via the
‘Open Method of Coordination’ of policy and strategy at the EU-level. Since their accession to the EU
the sustainability of the impacts has been assured via their active participation in the coordination of
policies, including via the development of a range of national strategies and action plans to guide the
implementation of the common principles domestically, e.g. the National Reform Plan.

In regard to the infrastructure investments, the sustainability of the majority of projects, e.g.
operational costs, repairs, is assured, usually either at the national or regional/local government level
or public utility operator. For the business and the human resources-related infrastructure investments,
evaluation reports indicated that the vast majority of these continued to function. However, in a
minority of cases it appears that projects did not generate their estimated income-stream.

Socio, Economic and Institutional Impact of the Enlargement Process

The socio-economic and institutional impact of the ‘fifth wave’ enlargement process is evident at a
number of levels: within the twelve countries that acceded to the EU as Member States; of a cross-
border and/or regional nature; plus within the then EU-15 Member States; and European-wide.

After the events of 1989, the countries of Central and Eastern Europe launched their processes to re-
establish a democratic system, respecting human rights, and in building a functioning market
economy. This required substantive transformation of the apparatus of the state, the public service, as
well as the centralised command economy, market and trade systems. Public institutions have
substantially developed in the New Member States supported by EU accession. The PHARE
programme was especially instrumental in driving the development.

It is evident that the ‘European model’ and the countries’ goal for closer links with the EU did act as an
overall source of inspiration to guide the process of transformation. As their single largest source of
trade, external assistance, and investment, the EU soon became the main economic partner for the
countries of the region. Indeed, as early as 1994, the EU had become the most important market for
exports originating in the region, absorbing more than half of the total. Trade between old and new
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member states grew almost threefold in less than 10 years preceding the 2004 and 2007
enlargements and fivefold among the new members themselves. Central and Eastern Europe grew on
average by 4% annually in the period 1994-2008 (EU: 10th anniversary of the 2004 enlargement; April
2014). It is estimated that the accession process itself contributed almost half to this growth e.g. 1.75
percentage points per year over the period 2000-2008. Economic dynamism of the countries
generated 3 million new jobs in just six years from 2002 to 2008.

Following the application of the countries for membership of the EU, the impact of the process on the
countries (including on Cyprus and on Malta) was considerable, in terms of their undertaking of pre-
accession preparations in respect to the EU accession criteria, including preparations for adopting the
common rules, standards, and policies that constitute EU law.

At the EU level, the impact of the fifth wave’ enlargement is evident in terms of the increased weight
of the EU as a global player (it represented an increase of the EU population by 105 million people). It
is also evident in terms the expansion of the EU’s Single Market, based on harmonised rules and
norms, which has presented new opportunities for European businesses and citizens to enjoy their
freedoms and rights across the EU (e.g. slightly over 10 million EU citizens of working age were living
in an EU country other than their own in 2013). A larger single market has become more attractive to
investors: Foreign direct investment from the rest of the world to the EU has doubled as a percentage
of GDP since accession (from 15.2% of GDP in 2004 to 30.5% of GDP in 2012) with the enlarged EU
attracting 20% of global FDI. The EU15 FDI stock in EU12 reached €564 billion in 2012, 357% up from
2007. Growth in the acceding countries contributed to growth in the old member states through
increased investment opportunities and demand for their products. It contributed 0.5 percentage point
to cumulative growth of EU-15 in 2000-2008. The enlargement process has also strengthened
standards now applied across the wider EU in terms of environmental protection and monitoring, food
safety standards, etc., both of a national nature and a trans-boundary and European-wide nature.

Of course it cannot be stated that PHARE itself has been the only reason for the development of new
member states. But it has been an important part of a solid base that together with political,
institutional and professional efforts, lead to many positive impacts.

Synergies between Accession Strategy, Policy Dialogue, and Financial Assistance

Overall, there was a good level of synergy created between the accession strategy, policy dialogue,
and the financial assistance provided to the twelve countries acceding to the EU in 2004 or 2007.

The framework provided by the criteria for EU membership, the Europe Agreements (supporting policy
dialogue via regular meetings of the Association Committees and Council), the Accession
Partnerships, the EC’s Regular Reports etc. provided a coherent approach for the focusing of the
financial assistance in line with the strategy, and in accordance with the priorities/needs subsequently
identified by the beneficiaries for consultation with and review by the EC. Many of the beneficiary
countries also responded positively to the EC’s 1995 White Paper on 'Preparation of the Associated
Countries ... for Integration into the Internal Market of the Union’, to facilitate their needs prioritisation.
Additionally, policy dialogue in the form of the analytical examination of the acquis (‘screening’) greatly
enhanced the overall understanding of the beneficiaries as to the objectives and development of the
acquis, while support via the Twinning and TAIEX instruments enhanced operational understanding.
The main weakness of the framework was the potential disconnect between the policy dialogue and
the programming of the financial assistance, with these in many cases undertaken, at the technical
level, by different units and persons within the beneficiary institutions. In order to ensure clear synergy
between the two strands, so as to effectively target the assistance, information linked to the findings
and recommendations of sectoral policy dialogue meetings (e.g. association sub-committees, or linked
to the analytical examination of the acquis) should be reflected in programming documents.

Conclusions (Lessons Learned)

The main lessons learned in terms of the performance of the assistance with relevance to future
financial assistance (under the Instrument for Pre-accession Assistance) and the policy setting are:
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Programming Framework

In all areas of support (e.g. actions promoting institution building linked to the acquis, including
related investment support, socio-economic and/or regional development, etc.), the programming
framework was clearly strengthened by the existence of a medium-term strategic or Action Plan
defining the wider parameters of the reform actions being undertaken by the beneficiary. This not
only demonstrated the potential level of ownership, it also facilitated the programming of the EU
assistance, which formed part of the wider reform effort enacted and financed by the beneficiary,
and also provided a perspective for the take-up and sustainable follow-up of actions linked to the
EU projects. PHARE provided support to the beneficiaries to establish (and implement) a
strategic approach to the process of development reforms and project design across the
programme’s lifetime. In addition to major projects, the programming process traditionally, wisely,
also made support available to beneficiaries for smaller-scale sectoral project actions, or
exploratory studies, financed under mechanisms such as the Project Preparation Facility,
Technical Assistance Facility, Unallocated Institution Building Envelope, etc.

The main weakness in the targeting of the financial assistance related to the initial lack of vision
of most of the countries to address major cross-sectoral administrative and operational aspects of
their reforms. Lacking clear ownership or political direction, the initial PHARE support in the areas
frequently delivered proposed reform strategies but failed to build stakeholder consensus.

Preparations for the Adoption of the Acquis

The process of detailed analytical examination of the acquis (‘screening’) greatly facilitated the
process of understanding of the beneficiaries as to the objectives and operation of the acquis.
This was launched with all of the twelve countries in 1998 regardless of whether accession
negotiations had been opened with the beneficiary at that time (they were not for five of the
Central and Eastern European countries). This was essential in terms of supporting all of the
beneficiaries in terms of enhancing their knowledge of the acquis, and thereby the further framing
of the sectoral strategies and the National Programme for the Adoption of the Acquis (NPAA).
Whereas the NPAAs were reasonably detailed in terms of listing assorted analyses to be
undertaken, legislation to be considered for amendment or introduction etc., the initial drafts were
usually far less detailed in terms of identifying the range of institution building or investment
actions necessary to establish an operational capacity to administer and enforce the acquis.

Project Design

A further weakness of the financial assistance related to the significant variability in the design of
the main programming documents and the extent of preparatory analysis and planning
undertaken by the beneficiary institutions, as well as variability in the application of quality control
standards by the beneficiary and the Commission linked to the ex-ante review of programmes.

It would have been appropriate if projects were supported by a detailed institutional assessment
of the beneficiary’s capacity — management structures and staffing linked to the project — to
effectively utilise the assistance. Recognising that the programming phase of the EU’s financial
assistance usually starts one-to-two-years prior to the delivery of the support, this would have
provided beneficiaries time to address potential capacity constraints to manage projects.

The introduction of the requirement that technical documentation dossiers should be provided
within a specified time, e.g. six-months after signature of the Financing Memorandum, so as to
allow for the early launch of procurement, was not entirely successful under the PHARE
programme, due to the variable level of enforcement by the Commission in the different countries.
The development of an effective partnership and communication with stakeholders as to the
reform process was not always given sufficient due attention by the beneficiaries. As the reforms
required the achievement of behavioural changes also of the stakeholders — be it inter-agency
cooperation between governmental bodies, or sectoral cooperation between governmental bodies
at the regional and local levels, or cooperation with professional, economic, social and civil
partners, etc. — this initially affected the effectiveness and impact of the assistance.
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Post-Project Planning

e The intermediate impact of the assistance was also influenced by the variable level of post-
project planning undertaken by the beneficiaries, e.g. key follow-up actions to be completed,
investments to be undertaken, milestones, targets to be met over the short- to medium-term.

e The institution building actions were aided by the attention, when provided by beneficiaries, to
ensure the institutionalisation of and the sustainability of the benefits provided via the training
elements of the assistance via its integration within an in-house training capacity and tool-set.

Recommendations

Based on the ex post findings and lessons learned linked to the implementation and achievements of
the PHARE assistance in supporting the preparations by the beneficiaries to fulfil the conditions for
and meet the criteria for EU membership, the following recommendations are provided to the
Commission (DG Enlargement) linked to the implementation of the present, on-going financial
assistance provided by the Commission supporting the EU’s enlargement policy, including, where
appropriate, the specification of the role of actors other than the Commission:

Programming / Project Design (Very Important)

1.

In order to strengthen the planning and programming of the financial assistance, the
Commission and the beneficiaries’ National IPA Coordinator should further upgrade their
guidance to beneficiary partners on the standards for planning of assistance support, and
further strengthen their quality assessment and quality control roles. This should address:

a. Deficiencies of the programmes/projects in respect to ‘SMART’ intervention objectives
and ‘SMART’ indicators of achievement, notably so in terms of the objectives and the
indicators being Specific, Measurable, or Time-bound.

b. The timeline for the chain of development effects/goals — objectives and indicators —
should been strictly demarcated: i.e. Results/Outputs = achieved by the project during
implementation; Immediate Objective(s) = achieved on project completion or the
immediate short-term after; Wider Objective(s) = the medium- (1-year) to the longer-
term (3-years) outlook post-completion.

c. Indicators of achievement should be set to support progress monitoring during the
years provided for project implementation, plus for future evaluation, e.g. the impacts
over the medium- (1-year) to the longer-term (3-years) post-completion.

d. The utilisation of a set of sectoral core indicators of achievement at the intervention
levels of results/outputs, outcomes, and impacts, for which greater use should be
made of the Commission’s guidance on the range of standard sectoral indicator sets.

The Commission and the beneficiaries’ National IPA Coordinator should also upgrade their
guidance to beneficiary partners on the information to be provided regarding the beneficiary’s
institutional capacity to effectively manage, utilise, and absorb the support. This should
address:

a. Project management structures and staffing specifically dedicated to the project.

b. Internal management structures for oversight and final decision-making linked to the
approval, the adoption and enactment of the results delivered via the assistance.
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c. A clearly defined timeline for the presentation of technical documentation required to
launch the procurement of the support under the programme/project.

d. A clear statement of practical pre-conditions to be fulfilled prior to the signature of
contracts for the delivery of the assistance, e.g. that inter-institutional Memoranda of
Understanding between the institutions concerned are in place, a law adopted, etc.

e. A clearly defined risk-assessment and risk-management policy.
f. A clearly defined statement on the management of partnership with stakeholders.

g. For projects delivering support via the provision of training actions, beneficiary
partners should also: either provide information on how the project deliverables will be
institutionalised (e.g. via an in-house training capacity, via e-learning tools, etc.), or
information (justification) in the case that the deliverables will not be institutionalised.

Post-Project Planning (Important)

3. In order to ensure the successful achievement of the short-term and intermediate impacts,
beneficiary partner institutions should be required to provide post-project planning information
to the National IPA Coordinator, prior to the final completion of the assistance (e.g. 6-months).

4. In order to ensure the successful achievement of the short-term and intermediate impacts,
post-project operational reports should also be provided by the project beneficiary (e.g. 6-
months or 12-months after project completion) to the National IPA Coordinator. This should be
applied for all actions: institution building and investment actions (notably so linked to the
development of infrastructure, business and human resources related facilities), via post-
project reports on the intermediate impact and sustainability of the support, and the follow-up
of out-standing recommendations. Regarding support provided to final users via grant
schemes, the assessment of the impacts etc. should be undertaken by the grant scheme
implementing agency either via post-project reports (for schemes with a smaller number of
final users), or via brief follow-up surveys (for schemes with larger groups of final users).

5. For key institution building projects, notably where the full-scale Twinning instrument is used,
a short follow-up mission should also be undertaken (e.g. 6-months after project completion)
to assess and make further recommendations as to the follow-up operation of the delivered
results and final recommendations. As such follow-up would primarily relate to Twinning
projects it would seem practical for it to be provided, as necessary, via the TAIEX instrument.

Cross-Border Cooperation (Important)

6. Regarding Cross-Border Cooperation, during the design phase the possible asymmetrical
situation should be kept in mind. The Cross-Border Cooperation programmes should be
supporting not only the hard infrastructure but also the soft one in terms of the language
courses and people-to-people related contacts. The future economic cooperation and labour
force migration issues should also be considered in each CBC programming document.

Integrated Approach for support of the Roma (Important)

7. Regarding assistance linked to the social inclusion and advancement of persons of Roma
origin, there are four main priorities of Roma policy: Health, Housing, Education, and
Employment. These priorities should be dealt with in a coordinated fashion, rather than
addressing them as separate interventions, in order to increase the chances to be successful
during implementation. The attempts to focus on individual priorities separately were
constantly failing in a long perspective.
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Main Report
1. Introduction

Scope of the Evaluation

This ex post evaluation addresses the EU/EC’s pre-accession assistance provided to the twelve
countries that acceded to the European Union as part of the ‘fifth wave’ of EU enlargement, i.e.
Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia, and Slovenia
on 01/05/2004, and Bulgaria and Romania on 01/01/2007. It marked an unprecedented enlargement
in terms of scope, of complexity and its diversity; extending EU membership from 15 to 27 countries.

Regarding the ten countries of Central and Eastern Europe (i.e. Bulgaria, Czech Republic, Estonia,
Hungary, Latvia, Lithuania, Poland, Romania, Slovakia, and Slovenia), following the events of 1989
leading to the collapse of the communist political system, the EU/EC established the PHARE®
programme as the main legal instrument for the provision of financial assistance to those countries®.

[In addition to assistance provided under the PHARE programme, support was also provided over the
2000-2003 or 2000-2006 period to the countries under the pre-accession instruments ISPA (Cohesion
Policy type actions) and SAPARD (Rural Development type actions). Additionally, the PHARE
programme was also, in part, utilized as an EU instrument for financial support to the countries of the
Western Balkans during the 1990s. Those programmes are not addressed by this ex post evaluation]

Regarding Cyprus and Malta, over the period 2000-2003, they received EU/EC pre-accession financial
assistance under a specific EU/EC instrument’. [EU financial and technical support to the countries
under a series of Financial Protocols (late-1970s to 1999) is not addressed by this ex post evaluation]

Following their accession to the EU, each of the twelve countries covered under this ex post
evaluation received limited, additional support under the Transition Facility8 — 2004-2006 for the
countries acceding in 2004 and in 2007 for Bulgaria and Romania — to consolidate their administrative
capacity to implement and enforce the acquis and to address issues for which individual countries had
negotiated a transition period. The Transition Facility is addressed by this ex post evaluation.

For the countries acceding to the EU in 2004 or 2007, the total EC grant allocated over the period
1990-2006 (plus 2007 Transition Facility funding for Bulgaria and Romania), under the three
instruments outlined above, as addressed by this ex post evaluation, was € 18,673.1 million.

Objectives of the Evaluation

The ex post PHARE evaluation, almost ten years after the completion of the fifth wave of enlargement,
aims to provide relevant findings, conclusions and recommendations to the Commission by an overall
programme evaluation of the pre-accession assistance to the twelve acceding EU Member States.

Moreover, this evaluation should provide a broader assessment of the effectiveness and efficiency of
the whole policy, looking at the overall socio-economic and institutional impact, at the sequencing of

Council Regulation (EEC) No. 3906/89, of 18 December 1989, on economic aid to the Republic of Hungary
and the Polish People's Republic ["Poland Hungary Aid for the Reconstruction of the Economy"] — as
amended — and also re-named as “on economic aid to certain countries of Central and Eastern Europe”.

In 1990 the following countries became beneficiaries of the PHARE programme: Bulgaria, Czechoslovakia (as
of 1993 separately as the Czech Republic and the Slovak Republic), and Romania [as well as support for the
former Yugoslavia and, for 1990 only, also the former East Germany / GDR]. In 1991 the following countries
also became beneficiaries of the PHARE programme: Estonia, Latvia, and Lithuania [as well as Albania]. In
1992 Slovenia was also added as a beneficiary. [Other Western Balkan states were also partially supported]
Council Regulation (EC) No. 555/2000, of 13 March 2000, on the implementation of operations in the
framework of the pre-accession strategy for the Republic of Cyprus and the Republic of Malta.

For which the legal basis was a specific article in the relevant Treaty of Accession (of year 2003 or 2005).
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reforms, at the effectiveness and efficiency of interventions and the degree to which the pre-accession
reform process was well accompanied by the financial assistance, and at the comprehensiveness of
the change achieved, having regard to the full integration of European values and standards and the
successful economic integration of the states in the European economy and institutional framework.

The purpose of the ex post evaluation is to provide:

a) Accountability with respect to the value for money and the use of funds (by reporting the
findings and conclusions of the evaluation to the institutions of the European Union and to the
relevant interest groups of the public at large in all Member States (summative evaluation)),
and

b) Lessons learned on the financial assistance and the enlargement strategy where relevant to
the sound setting of the policy and the process and the implementation of the on-going EU
assistance provided in the present pre-accession context, i.e. under the EU/EC’s Instrument
for Pre-Accession Assistance.

The specific objectives of this evaluation are to:

1. Assess the impact and sustainability of PHARE funded interventions.

2. Assess the synergies developed between the accession strategy, the on-going policy
dialogue, and the financial assistance.

3. Provide lessons learned and recommendations for decision-making on improvements of future
financial assistance and policy setting where relevant.

The Evaluation reflects the factual situation as at 30/06/2014 — the ‘cut-off-date’ for the Report.

Methodology

The evaluation has been conducted in adherence to standard methodology based on the OECD-DAC
evaluation criteria, as well as guided by the EC’s good practice on evaluation e.g. DG Enlargement
“Evaluation Guide” and DG Budget “Evaluating EU activities — a practical guide for the Commission
Services”, and is fully consistent with the EC's Joint Evaluation Unit's Methodology and Guidelines.

In accordance with the Terms of Reference (ToR) the goal of this ex post evaluation is to undertake an
overall programme evaluation, i.e. addressing the overall effectiveness, impacts, and strengths and
weaknesses of the assistance programme and strategy supporting the fifth wave of enlargement. In
order to ensure that the evaluation may have a global representativeness, i.e. programme-wide,
research and analysis was therefore focused at two levels: (1) on the overall assistance and strategy
and (2) on the assistance provided directly to the twelve countries acceding in 2004 or 2007, plus that
provided via the Multi-Beneficiary components of the assistance. The ToR proposed that the analysis
also be based, more specifically, in detail on a sample of countries, one of the 2004 wave and one of
the 2007 wave. During the inception phase it was agreed that analysis of the strategy and the
assistance provided be presented via background individual country and inter-regional case studies,
focused on a sectoral basis, for which detailed analysis of the enlargement process and the
assistance provided to three (Hungary, Romania, and Slovakia) of the twelve countries should be
addressed via detailed analysis covering three sectors. On this basis programme-wide analysis should
be derived. The evaluation is of summative character and takes a qualitative and quantitative
approach to answer the ten specific evaluation questions agreed, in consultation with DG
Enlargement, in the inception phase.

Accordingly, the methodological approach for the evaluation was structured so as to ensure that:

e Initial data-collection and research was undertaken at the strategic and the programme level
based on the review of relevant documentation, e.g.:
o The EU’s cooperation policy toward the beneficiaries and EU Enlargement Strategy as
defined by the European Council, the Council of Ministers, and the Commission.
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o Commission reports linked to the management of the assistance programmes evaluated,
such as Annual Reports, periodic PHARE Reviews, and 1997 New PHARE Orientations.
o Plus assessments of the assistance addressing the group of beneficiaries conducted at
the programme level or sectoral level, such as Special Reports issued by the European
Court of Auditors, or evaluation reports conducted by external, independent evaluators.
e Initial data-collection and research was undertaken linked to the twelve individual beneficiary
countries, plus the Multi-Beneficiary components based on the review of documentation, e.qg.:
o Strategic documentation: such as the Accession Partnership per country adopted by the
Council of Ministers (defining the priorities the country needs to address to achieve full
compliance with the criteria for EU membership), and the Commission’s Opinion on the
application per country for membership, the subsequent annual Regular Reports on
progress and the Comprehensive Monitoring Report issued in the year prior to accession.
o Programme documentation: such as the Financing Memoranda and project fiches.
o Plus evaluations of the assistance conducted by external, independent evaluators
addressing the individual countries conducted at the programme level or sectoral level.
e Based on the sectoral focus of the range of case studies (per country, Multi-Beneficiary, plus
Cross Border Cooperation), further detailed research and analysis was undertaken based on:
o The review of documentation issued by relevant bodies in the individual countries, e.g.
ministries, plus via international and multi-national donors and actors, plus reports and
information available via the Commission’s sectoral Directorate-Generals and Services.
e The above data-collection, research, and analysis were complemented via:
o Semi-structured interviews with programme actors: at the Commission, as feasible with
the states’ Permanent Representation to the EU, and interviews in the focus countries.
o A Questionnaire Survey targeted to a wider body of experts in all of the twelve countries.
o Statistical data available via the EU (notably Eurostat), national and international actors.

Whereas the methodological approach assured that the ex post evaluation addresses and is informed
by the accession process and the performance of the financial assistance at the level of each of the
beneficiary countries, the main constraint in terms of the approach related to variable level to which
the full range of country-specific sectoral evaluations linked to the assistance were available. Although
these were often financed by the assistance programme, e.g. from the mid-1990s by the OMAS
Consortium, from the early-2000s by the EMS Consortium, covering all of the Central and Eastern
European countries, and from 2004 funded by the assistance programme via contracts managed by
the beneficiaries at the country-level, there is no central source at the Commission via which these
could be accessed. For the majority of the case studies this was remedied via the team’s gathering of
such materials from the internet but more often via network contacts between experts.

Recognising that ‘field-research’ via interviews was only conducted in three of the twelve countries
contemporary feedback from the other countries was provided via the Questionnaire Survey.
However, a key constraint in this regard related to the identification of persons with relevant
knowledge as to the operation of the EU-accession financial assistance in their country; reflecting that,
5 to 10 years after the completion of the most intense period of support, a number of staff have either
redeployed to other posts or have retired from the public service. This was partially remedied via the
provision of support from the Commission in the identification of EU Member State officials presently
working on the EU’s enlargement policy and assistance, plus a letter of introduction to the goals of the
evaluation and its relevance for the Commission, after which the Survey was sent by the team to the
sectoral experts at the Member States’ Permanent Representation to the EU, Twinning National
Contact Points, etc. However, the response rate to the survey was not sufficient (in total only 32
surveys, were received), nor representative (11 survey responses were from a single country, 5 were
from another, with zero responses from two of the twelve countries). As such, the responses that were
received were utilised so as to further inform the analysis relating to the specific country case studies.
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Performance Rating Scoring Criteria

In terms of the terminological definition of the different evaluation findings presented in the report, the
following ‘performance ratings’ scale of ranking was utilised:

The programmes/projects achieved or exceeded all the intended objectives; no
major shortcomings identified (succeeded beyond the original scope of expectation)
The programmes/projects mostly achieved all the intended objectives; although
certain improvements would have been possible (largely succeeded)

The programmes/projects achieved acceptable progress toward most of the
Satisfactory intended objectives, but faced some constraints/delays; improvements would have
been possible (mostly succeeded but with deficiencies)

Very Good

Good

The programmes/projects achieved acceptable progress toward the majority of the

Sufficient / . o i ) .
intended objectives, but faced major constraints/delays; improvements would have
Adequate . A
been necessary (adequately succeeded but with deficiencies)
The programmes/projects made some progress toward a minority of intended
. results, but did not achieve a large part of the intended objectives; serious inherent
Limited . . . I . :
weaknesses and risks were identified (to a significant degree failed to achieve
expected achievements)
Poor The programmes/projects achieved minimal acceptable progress to any of the
intended objectives; serious shortcomings were identified (largely failed)
Mixed The programmes/projects performance rating covers a diverse range of the above

Structure of the Evaluation Report
The main text of the ex post Evaluation Report presents a synthesis report at the programme level.
This Section outlines the scope and the objectives of the evaluation and methodological matters.

Section 2 provides background information on the assistance programmes covered by the evaluation,
and how the programming framework for these evolved over the lifetime of the programmes.

Section 3 is devoted to analysis of the evaluation questions and presentation of the evaluation findings
in respect to (1) the relevance, efficiency, effectiveness, impact, and sustainability of the PHARE
financial assistance, (2) the socio, economic and institutional impact of the enlargement process, and
(3) the synergies between the accession strategy, policy dialogue and the financial assistance.

Section 4 presents the main conclusions at the programme level and identifies lessons learned with
relevance to improving on-going and future financial assistance and the enlargement policy setting,
based on which Section 5 provides a series of recommendations to the Commission to that end.

The main text is backed by a series of Annexes, including a more detailed presentation of the analysis
and findings or providing additional background information linked to the ex post evaluation.

e Annex 1 provides background information and the description of the assignment from the
Terms of Reference for this evaluation.

e Annex 2 provides a detailed overview of the EC’s financial assistance to the countries under
the programmes covered by this evaluation.

e Annex 3 provides a brief overview of the EU acquis based on the present 35 Chapters that
constitute the acquis communautaire.

e Annex 4 provides a range of statistical data linked to the socio-economic and institutional
impacts of the accession process and EU enlargement.

e Annex 5 presents a series of fourteen case studies, addressing each of the twelve countries,
plus the Multi-Beneficiary and the Cross Border Cooperation components of the assistance.
The case studies are structured to reflect Sections 3 and 4 of the main report.
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e Annex 6 provides a list of the stakeholders and beneficiaries interviewed during the fieldwork /
responding to the Questionnaire Survey.
e Annex 7 provides a list of documents consulted in the course of this evaluation.
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2. PHARE Programme

This ex post evaluation addresses the EU/EC’s pre-accession assistance provided to the twelve
countries that acceded to the European Union as part of the fifth wave’ of EU enlargement, i.e.
Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia, and Slovenia
on 01/05/2004, and Bulgaria and Romania on 01/01/2007. It marked an unprecedented enlargement
in terms of scope, of complexity and its diversity; extending EU membership from 15 to 27 countries.

The specific EU/EC pre-accession assistance instruments addressed by the evaluation are:

e PHARE’ (for the countries of Central and Eastern Europe)
e Pre-accession Assistance for Cyprus and for Malta™
e Transition Facility™ (provided to all twelve countries in the immediate post-accession period)

Background information on the origin and evolution of the assistance instruments is provided below.

The origins of the PHARE programme

In 1989 the European landscape was fundamentally re-transformed by the collapse of the communist
political system in Central and Eastern Europe — as most visibly symbolized by the fall of the Berlin
Wall — culminating in 1991 in the break-up of the former Soviet Union and of the former Yugoslavia.
After more than half-a-century of political and military division, Europe was provided an historic
opportunity to reunite based on formally shared values of democracy and liberty, which most of the
countries of Central and Eastern Europe had initially enjoyed as independent countries post-1918.

The developing policy of the EU toward the re-emerging countries was defined by the European
Council in December 1989 (Strasbourg) reflecting that: “The [EU's] dynamism and influence make it
the European entity to which the countries of Central and Eastern Europe now refer, seeking to
establish close links. The [EU] has taken and will take the necessary decisions to strengthen its
cooperation with peoples aspiring to freedom, democracy, and progress and with States which intend
their founding principles to be democracy, pluralism and the rule of law. It will encourage the
necessary economic reforms by all the means at its disposal, and will continue its examination of the
appropriate forms of association with the countries which are pursuing the path of economic and
political reform. The [EU’s] readiness and its commitment to cooperation are central to the policy
which it is pursuing and which is defined in the declaration adopted today; the objective remains as
stated in the Rhodes Declaration [December 1988] that of overcoming the divisions of Europe.”

In light of the events in Central Europe, the Group of Seven (G-7) leaders of the major industrialised,
democratic states, meeting in Paris in July 1989, decided to extend the hand of friendship and support
to the economically and politically reforming states of Poland and Hungary. The wider group of aid
donors (the G-24 and multi-lateral agencies) later extended the offer of support to the full range of
states in transition. The assistance of the G-24 was comprised of a myriad of different elements.

Most prevalent among these was assistance of a macro-financial nature, e.g. balance of payments
assistance, plus official export credits, provided in the form of soft loans, plus debt relief. In order to
guide the provision of such assistance an economic stabilisation and reform programme was agreed
by each country with the IMF, and reform programmes agreed with other multilateral institutions (e.g.
the World Bank), including the EU’s provision of exceptional macro-financial assistance to the
countries in the early 1990s. The G-24 also committed to providing financial and technical assistance
to the countries, in the form of grants, via their individual bilateral aid programmes.

Council Regulation (EEC) No. 3906/89, of 18 December 1989, on economic aid to the Republic of Hungary
and the Polish People's Republic ["Poland Hungary Aid for the Reconstruction of the Economy"] — as
amended — and also re-named as “on economic aid to certain countries of Central and Eastern Europe”.
Council Regulation (EC) No. 555/2000, of 13 March 2000, on the implementation of operations in the
framework of the pre-accession strategy for the Republic of Cyprus and the Republic of Malta.

For which the legal basis was a specific article in the relevant Treaty of Accession (of year 2003 or 2005).

10
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In order to provide financial and technical grant support to the countries the EU/EC responded via the
establishment of the PHARE programme, in December 1989, as the EC’s main legal instrument to
support the re-emerging democracies of Central and Eastern Europe in their reform efforts. Initially
supporting Poland and Hungary, the PHARE programme was progressively extended to cover the
range of Central and Eastern European countries that acceded to the EU in 2004 (i.e. Czech Repubilic,
Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia, Slovenia), and 2007 (i.e. Bulgaria, Romania)™.

The objective of the PHARE programme, as stated in article 3 of the PHARE Regulation, was:

e “To support the process of reform [in the beneficiary countries] in particular by financing or
participating in the financing of projects aimed at economic restructuring. Such projects or
cooperation measures should be undertaken in particular in the areas of agriculture, industry,
investment, energy, training, environmental protection, trade and services; they should be
aimed in particular at the private sector [in the beneficiary countries].”

The PHARE programme was the key tool of the EU/EC’s pre-accession strategy toward the countries
of Central and Eastern Europe: the first PHARE assistance programmes were developed in 1990, with
the final programmes adopted (in terms of financing commitment by the EC) the year prior to
accession, i.e. ultimately in 2006 (for Bulgaria and Romania). Reflecting the longevity of the
instrument, the focus of the PHARE programme evolved over time: starting from its inception as an
essentially ‘demand-driven’ support to the process of transformation, progressively developing during
the period, in parallel with EU pre-accession strategy, into an ‘accession-driven’ instrument.

[In addition to assistance provided under the PHARE programme, EU/EC pre-accession support was
also allocated to the countries of Central and Eastern Europe, over the 2000-2003 or 2000-2006
period under the pre-accession instruments ISPA (Cohesion Policy type actions) and SAPARD (Rural
Development type actions). Those programmes are not addressed by this ex post evaluation]

PHARE support for the initial transformation process

The PHARE programme developed initially as an immediate response to challenges facing the
countries of Central and Eastern Europe as they sought, at different speeds, to undertake a series of
sweeping, systemic transformation measures to replace the inherited system of centralised and
hierarchical economic and political decision-making, with a system of democracy based on a market
economy, the rule of law, respect for human and minority rights, and a functional civil society.

PHARE programme support was provided to the countries on a ‘demand-driven’ basis, so as to reflect
the challenges each country faced and the priorities/needs identified by each in their individual plans
for pursuing transformation. PHARE support to the beneficiaries was provided via broad-based
sectoral assistance (e.g. Transport, Energy, Telecommunications, Agriculture, Environment, Private
Sector Development, Privatisation and Restructuring, Employment, Social Development, Education
Reform, etc.), designed to put in place the necessary structures and strategic approach for
undertaking sectoral reforms. PHARE support was primarily delivered via technical assistance (e.g. to
finance preliminary studies, actions plans or as outside expertise and policy advice, to provide
professional training), or for the purchase of essential equipment of supplies, or as start-up capital.

Support for the consolidation of reforms, and to facilitate economic and trade development

Following the initial, major systemic transformations and the launch of reforms (plus the progressive
stabilisation of macro-economic conditions that most of the countries of Central and Eastern Europe
experienced by the mid-1990s), the development needs of the countries increasingly moved to the
consolidation and further focusing of the reform actions, plus to the facilitation of economic and trade

2 |n 1990 the following countries became beneficiaries of the PHARE programme: Bulgaria, Czechoslovakia (as

of 1993 separately as the Czech Republic and the Slovak Republic), and Romania [as well as support for the
former Yugoslavia and, for 1990 only, also the former East Germany / GDR]. In 1991 the following countries
also became beneficiaries of the PHARE programme: Estonia, Latvia, and Lithuania [as well as Albania]. In
1992 Slovenia was also added as a beneficiary. [Other Western Balkan states were also partially supported]
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development. This was also reflective of the developments in EU policy toward the region. Most
notably, at the European Council in June 1993 (Copenhagen) it was: “agreed that the associated
countries in Central and Eastern Europe that so desire shall become members of the European Union
[and that] accession will take place as soon as an associated country is able to assume the obligations
of membership by satisfying the economic and political conditions required” (for which the criteria™
were defined in terms of Political Criteria, Economic Criteria, and Treaty Obligations / the Acquis).

In order to support and encourage political stability and economic growth in Central and Eastern
Europe, EU policy already foresaw the negotiation of an ‘Association [Europe] Agreement’ with each
of the countries, including an institutional framework for political dialogue and the gradual and
asymmetric establishment of a free trade area over a period of up to ten years (plus the identification
of areas where technical cooperation linked to the trade provisions of the Agreements might be
focused). These were progressively signed with each of the countries over the period 1991 to 1996,
with an increased focus of PHARE support given in such areas as, e.g. customs, statistics, standards,
conformity assessment, metrology, industrial and intellectual property rights, etc., as well initial support
specifically targeted to assist the countries in the approximation of their legislation with the EU acquis.

To guide EU policy and the targeting of EU support for further reforms in the countries, the European
Council in December 1994 (Essen) adopted a comprehensive strategy for preparing the accession of
the associated countries to the EU. In addition to continued support provided for the consolidation of
the reform process and the development of institutional capacity, the strategy also emphasised the
need to provide or attract investment in order to maintain the momentum of economic development.
Notably, this extended the range of investment support provided to the countries under the PHARE
programme to include the promotion of integration through the development of economic and physical
infrastructure, cooperation in the framework of the trans-European networks, and increased intra-
regional cooperation in the areas of economic, private sector and trade development.

PHARE as an ‘accession-driven’ support mechanism

Reflecting the further evolution of EU policy in regard to enlargement — e.g. as requested by the
European Council in December 1995 (Madrid), the Commission prepared an ‘Opinion’ (issued July
1997) on the individual countries application for membership of the EU — the PHARE instrument was
reoriented in 1997/1998 to become an ‘accession-driven’ programme, rather than ‘demand-driven’.
This was based on the need to address the two main challenges facing the countries of Central and
Eastern Europe in preparing themselves for membership of the EU:

e Strengthening of their democratic institutions and public administrations, in order to facilitate
their introduction of the acquis and to help them to fulfil the economic and political criteria for
accession, including strengthening their abilities in the areas of Justice and Home Affairs.

e Supporting investments improving their enterprises and infrastructure, aimed especially at
helping countries to meet the requirements of the acquis, the promotion of investments in
economic and human capital, large infrastructural projects, plus intra-regional cooperation.

In order to provide a clear strategic framework for an ‘accession-driven’ approach, the Council of
Ministers adopted an ‘Accession Partnership’ for each of the countries establishing the range of
sectoral priorities/needs related to EU accession. The priorities were based on the findings presented
in the ‘Opinion’ and subsequently in the ‘Progress Reports’ issued, on an annual basis, by the
Commission on each country. Each beneficiary country was also requested to prepare a ‘National
Programme for the Adoption of the Acquis’ (NPAA) to provide an overview of the range of short- and
medium-term priorities that they sought to address linked to meeting the criteria for EU membership.

13 Membership requires that the candidate country has achieved stability of institutions guaranteeing democracy,

the rule of law, human rights, and respect for and protection of minorities, the existence of a functioning
market economy as well as the capacity to cope with competitive pressure and market forces within the Union.
Membership presupposes the candidate's ability to take on the obligations of membership including
adherence to the aims of political, economic, and monetary union.
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The objective of the PHARE instrument was formally extended in 1999 (via Regulation (EC)
No. 1266/1999) to reflect the clear ‘accession-driven’ approach of the assistance programme:

e “For applicant countries with accession partnerships with the European Union, funding under
the PHARE programme shall focus on the main priorities for the adoption of the acquis
communautaire, i.e. building up the administrative and institutional capacities of the applicant
States and investment, except for the type of investments financed in accordance with
Regulations (EC) No. 1267/1999 (ISPA) and (EC) No. 1268/1999 (SAPARD). PHARE funding
may also be used to finance the measures in the fields of environment, transport, and
agricultural and rural development which form an incidental but indispensable part of
integrated industrial reconstruction or regional development programmes.”

Pre-accession assistance for Cyprus and for Malta

Relations between the EU and the countries Cyprus and Malta (both democratic states operating a
market economy, gaining their independence from the UK, respectively, in 1960 and 1964), were
initially formalised via the conclusion of an ‘Association Agreement’ with each; entering into force in
1971 with Malta and 1973 with Cyprus. Each country formally submitted its application for membership
of the EU in 1990; for which the Commission issued its ‘Opinion’ on each country in June 1993. [Malta
froze its application for membership in late 1996, but reactivated it in late 1998]

Both countries were provided guidance and financial assistance to facilitate their preparations for EU
membership, in accordance with the ‘accession-driven’ approach and the overall pre-accession
framework created under the PHARE programme, i.e. an ‘Accession Partnership’, the institutional
framework for political dialogue under the Association Agreement, request to each for an NPAA.

Over the period 2000-2003 (in terms of financing commitment by the EC) these countries received
EU/EC pre-accession assistance under a specific instrument™®. Implementation of the assistance, as
with the latter phases of the PHARE programme, traditionally operated in line with the ‘N+2+1’ rule:
i.e. after the financing commitment (year ‘N’) two-years for contracting, plus one-year for completion.

The programme’s objective was to provide: “Support for priority operations to prepare for accession,
as defined within the accession partnerships with Cyprus and Malta on the basis of analyses of their
economic situations, taking account of the political and economic criteria and the obligations
incumbent upon a Member State of the EU as defined by the European Council.”

Transition Facility

While recognising that the assorted countries had achieved significant progress in the transposition of
the acquis, as a pre-requisite for accession to the EU, in the process of finalising accession
negotiations certain outstanding issues and risks, and thereby areas for remedial action, were
identified in terms of the robustness of the administrative and institutional systems in the countries.

Additionally, the acceding countries each negotiated a limited nhumber of country-specific ‘transitional
measures’ linked to the date for final, full enforcement of certain specific directives under the acquis.

Accordingly the 2003 and 2005 Accession Treaties established a temporary, small-scale Transition
Facility, to provide assistance to the new Member States to complete the process of strengthening
their institutional and administrative capacities to implement and enforce EC legislation and to develop
‘good practice’ in areas where their administrative and institutional capacity still showed some
weaknesses in comparison with the other Member States in the management of the acquis.

Assistance programmes (in terms of financing commitment by the EC) were undertaken over the
period 2004-2006 for the ten countries acceding in 2004, and for year 2007 for Bulgaria and Romania.

" Council Regulation (EC) No. 555/2000, of 13 March 2000, on the implementation of operations in the

framework of the pre-accession strategy for the Republic of Cyprus and the Republic of Malta.
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[Unless clearly demarcated by time, i.e. during the 1990s only the PHARE programme, the evaluation
report refers to the above range of EU-funded assistance instruments collectively as PHARE]

Financial assistance allocated to the twelve countries was € 18,673 million

For the countries acceding to the EU in 2004 or 2007 the total EC grant allocated over the period
1990-2006 (plus 2007 for Bulgaria and Romania) under the PHARE programme — i.e. the three
instruments outlined above, as addressed by this ex post evaluation — was € 18,673.1 million.
Approximately 82.5% was directly allocated to the countries (via National Programmes, Cross-Border
Cooperation, or as national allocations under Horizontal Programmes, e.g. TEMPUS, Nuclear Safety).

This is summarised in Table 1 below — a more detailed overview of the EC’s assistance to the
countries under the programmes, over the period of assistance provision, is provided in Annex 2.

Table 1: EU Pre-Accession Financial Assistance, 1990-2006 (€ million)

Beneficiary EC Assistance Beneficiary EC Assistance
Bulgaria 2358.1 Malta 57.0
Cyprus 61.7 Poland 3994.1

Czech Republic 1062.2 Romania 3671.6
Estonia 346.0 Slovakia 805.2
Hungary 1478.9 Slovenia 358.4

Latvia 422.7 Multi-Beneficiary 3248.7
Lithuania 808.5 TOTAL 18673.1

@ Under the PHARE Programme, Assistance to Cyprus and to Malta, and the Transition Facility
(figures for Bulgaria and Romania include the 2007 Transition Facility assistance allocated)

Data Source: EC (DG ELARG) Annual Reports on Assistance Programmes

As a general rule, the indicative allocation of EC assistance per beneficiary country was based on a
series of valid statistical variables, such as population size, geographical size, GDP per capita, etc.,
while also taking into account and based on the specific challenges facing the individual countries
(and thereby needs), the past performance of the assistance, the absorption capacity, and progress of
the beneficiaries in implementing the reforms and priorities of the ‘Accession Partnership’. In this
regard the total PHARE funding per beneficiary is notably skewed by the specific challenges that the
individual countries faced in regard of the safety of their nuclear power plants and/or of their
radioactive waste management facilities (notably so Bulgaria, Lithuania, Slovakia, and Slovenia).

In addition to the specific programmes and allocations provided per country, assistance was also
provided to the Central and Eastern European countries under a range of different Multi-Beneficiary /
Horizontal programmes, the sectoral nature and focus of which evolved over time, addressing
priorities/needs as perceived at a regional-level or to be of a regional-nature, e.g. programmes and
mechanisms such as Environment, Transport, Democracy and Human Rights, Statistics, Private
Sector Development, Justice and Home Affairs, TEMPUS, TAIEX, etc.. Cyprus and Malta partially
participated in the Multi-Beneficiary programmes, notably the TAIEX instrument, over the period 2000-
2003 via allocations in their National Programmes, and fully under the 2004-2006 Transition Facility.
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Management of PHARE assistance — the Key Actors

In order to understand the basic management environment linked to the programming and
implementation of the PHARE assistance, a brief overview of the key actors is initially provided.

Overall responsibility for management of the assistance rested with the European Commission: for
which a PHARE Operational Service (PHOS) was established at Headquarters within DG External
Relations in 1990, and later a specific DG Enlargement (DG ELARG) was created, in 1997. At the
local level, ‘in-country’, Commission Delegations were, progressively, established during the 1990s to
support in the management of the PHARE assistance (and in the development of ‘policy dialogue’).

The Commission Delegations played a key role in the oversight of programmes managed under the
Decentralised Implementation System (DIS), notably in terms of exercising ex-ante control and
approval at key steps throughout the procurement, contracting and implementation phases. For
actions implemented based on ‘centralised management’ Headquarters provided control/approval.

In order to ensure sufficient targeting of the financial assistance, and in accordance with the PHARE
Regulationls, management of the assistance was undertaken by the Commission in close consultation
with the partner countries. Each was requested to appoint a senior-level National Aid Coordinator
(NAC), plus, in the supported sectors, a Senior Programme Officer (SPO), with responsibility for the
identification of priorities/needs, the design and the subsequent implementation of programmes.

In line with the ‘accession-driven’ reorientation of the PHARE instrument in 1997/1998, which also
foresaw the gradual transfer of greater management responsibility to the beneficiary countries, each
country was requested to establish a National Fund, to oversee financial management and control, as
well as a Central Finance and Contracts Unit (CFCU), responsible for the procurement, contracting,
payment and control aspects at the level of the individual contracts/grants under management. Prior to
the CFCU, responsibility for the tasks (procurement etc.), for programmes managed under DIS, rested
with the SPO as the head of the Programme Management Unit (PMU); with EC ex-ante control.

Progressively, the process of transferring management responsibility to the beneficiary countries also
led, via the Decentralised Management System (DMS), to the countries taking formal responsibility
(early 2000s) for the function of programme/project monitoring; entrusted to the NAC, and undertaken
in coordination with the SPOs, CFCU etc. Responsibility for the function of evaluation (notably interim)
was also subsequently transferred to the NAC, as part of the transition to the Extended DIS (EDIS).

Each country needed to achieve compliance for EDIS, under which the ex-ante control/approval of the
Commission during programme implementation is waived, as a vital step in the development of its
capacity to manage EC-funds in accordance with the requirements of the EU’s Financial Regulation.
This required substantial strengthening of the procedural, the technical and staffing capacity of the key
actors on the beneficiary side — the National Fund, NAC, CFCU (and other Implementing Agencies),
and SPOs at the sectoral level — in order to satisfactorily meet the requirements for EDIS.

Technical assistance was provided via PHARE to support the countries develop their capacities linked
to the management of the programme; initially via the provision of NAC and PMU advisers, later more
specific and tailored advice linked to the establishment and the independent testing and verification of
the capacity to manage PHARE under DIS/EDIS, for which final accreditation by the EC was required.

5 “Account shall be taken, inter alia, of the preferences and wishes expressed by the recipient countries
concerned in the choice of measures to be financed pursuant to this Regulation”.
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3. Evaluation Findings

3.1. Impact and Sustainability of PHARE / Pre-Accession Financial Assistance

To what extent was the programming of EC support coherent and effective in addressing the
priorities/needs of the PHARE beneficiary countries identified in country strategy and
programming documents, and how well were relevant and efficient implementation modalities
used?

The PHARE programming process

Following the entry into force of the PHARE Regulation, in the final days of 1989, the process of
programming the EU/EC’s support was launched in 1990; an annual process extended, by 1992, to all
of the Central and Eastern European countries acceding in 2004 or 2007; and in the case of Cyprus
and of Malta an annual pre-accession assistance programming process that was established in 2000.
Final programmes (in terms of financing commitment by the EC) were agreed (under the Transition
Facility) in 2006 for the countries acceding to the EU in 2004, and in 2007 for Bulgaria and Romania.

The programming process was undertaken on an annual basis, launched by the formal notification by
the European Commission (EC) to the National Aid Coordinator (NAC) of the indicative programme
budget allocation for the country, requesting the NAC to present a prioritisation of the country’s needs
and the potential programmes/projects to be further developed as detailed proposals for financing.

Prioritisation and detailed design was conducted by the NAC in consultation with the sectoral SPOs
and other, potential beneficiaries (sectors). During the programming process regular consultations
were conducted between the beneficiary and the EC, to facilitate programme selection/design. The
final assessment and review of programme/project suitability was undertaken by the EC, prior to the
EC’s submission to the PHARE Management Committee (including representatives of the EU Member
States) of a Financing Proposal, for the opinion of the committee, prior to commitment of EC grant.

This was fully in accordance with the PHARE Regulation16 and ensured that the programming process
was suitably ‘demand-driven’, in response to the priorities/needs of the individual countries, to the
extent that these could be identified by the countries at the time, in line with their transformation,
reform, development and pre-accession plans as these progressively evolved over the period.

Coherency and effectiveness of the programming process was mixed

As outlined in Section 2, reflecting the longevity of the instrument, the focus of the PHARE programme
evolved over time: starting from its inception as an essentially ‘demand-driven’ programme supporting
(1) the initial transformation process, (2) progressively support for the consolidation of the reforms and
to facilitate economic and trade development, and (3) ultimately into an ‘accession-driven’ programme.

The coherency and effectiveness of the programming process in terms of its addressing the
priorities/needs of the beneficiary countries as identified in country strategy and programming
documents is reviewed below; reflective of the programme’s evolution over time, the coherency and
effectiveness of the programming process, strengths and weaknesses, is analysed reflecting the
chronological evolution of the programme and programming process, followed by a presentation of
evaluation findings as to the overall strengths and weaknesses of the process.

1990-1993

Regarding the strategy and programming documents of the EU toward the countries, and its evolution
over the period since 1989, this was defined by the European Council and the Council of Ministers,
plus by the EC in assorted Communications (e.g. on Industrial Cooperation with Central and Eastern

8 «Account shall be taken, inter alia, of the preferences and wishes expressed by the recipient countries
concerned in the choice of measures to be financed pursuant to this Regulation”.
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Europe”). In the early-1990s, reflective of the substantial nature of the transformation challenges
facing the Central and Eastern European countries, the EU’s strategy was to support stabilisation and
initial transformation.

Regarding the strategy and programming documents of the individual countries, apart from the
countries’ initial government Work Programmes post-1989, to guide the re-establishment of a
democratic system based on a market economy, the countries largely lacked clearly defined and
coherent sectoral development strategies (other than those of a central command economy system);
the countries’ strategies were initially guided by economic stabilisation and reform programmes each
had agreed with the IMF.

Recognising that detailed sectoral development strategies would be required to guide and support the
transformation and longer-term reform process, a significant, early, focus for the PHARE assistance
was therefore justifiably provided to support the process of policy analysis, the preparation of options
papers and reform plans (for subsequent implementation) by the beneficiaries in priority sectors.

To this end PHARE support was programmed on the basis of individual, broad-based sectoral
assistance programmes (traditionally addressing a series of related sub-sectors, with a single ministry
and its subordinated agencies the main beneficiary) — e.g. Transport, Energy, Telecommunications,
Agriculture, Environment, Private Sector Development, Privatisation and Restructuring, Employment
and Social Development, Education Reform, etc.. The countries were also encouraged to establish a
General Technical Assistance Facility (GTAF), which provided the overall programme with a partially
flexible support facility, and allowed for less intensive support to core areas and specialised agencies
—e.g. Customs, Statistics — so as to develop appropriate sectoral reforms and market-oriented policies
and operational capacity, and to undertake limited exploratory studies in other sectors.

For each PHARE programme (including Multi-Beneficiary programmes), a summary description of the
action was prepared, providing a clear indication of the sub-areas to be supported. For each sub-area
a brief overview of the objectives, delivery instruments, and basic outputs to be delivered was
provided. However, on the whole limited attempt was made, as part of the programming exercise, to
establish target indicators of achievement linked to the delivery of the outputs (e.g. number of SMEs to
receive support under a financing scheme, or number of staff to receive training, or number of pilot-
tests to be conducted), or to measure the achievement of the specific results and impacts of the
assistance. Additionally, during the initial PHARE period, programme summary descriptions provided
no details as to an indicative implementation schedule, merely the assumed duration for
implementation of actions, which was variable across the individual country programmes, ranging from
less than 2-years up to 4-years, most commonly of 3-years. These were major design weaknesses in
terms of measuring the performance of the assistance in accordance with that which was intended.

Additionally, due to the initial lack of multi-sectoral country reform strategies, other than a government
Work Programme, it is not feasible to ascertain the extent to which the initial series of PHARE
programmes were collectively coherent and effective in addressing the countries’ priorities/needs.

1994-1996

Regarding the strategy and programming documents of the EU toward the countries, in 1993-1994 the
EU’s strategy significantly evolved in terms of the EU’s recognition of the EU membership ambitions of
the countries (June 1993), and the subsequent adoption by the EU of a comprehensive strategy for
preparing the accession of the associated countries (December 1994), and the EC’s White Paper on
‘Preparation of the Associated Countries for Integration into the Internal Market of the Union’
(May 1995).

Regarding the strategy and programming documents of the individual countries, and encouraged by
the EC, each country (coordinated by the NAC), progressively undertook the preparation of an
indicative Country Development Strategy and/or Public Investment Programme to guide the provision

7 SEC (90) 1213, of 12™ July 1990
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of external assistance (from the EU/EC and the wider body of donors), and as a basis for achieving
greater coherency at the overall programme-level over the medium-term.

These were utilised to guide the programming of larger-scale investments facilitating economic and
trade development, infrastructure development, intra-regional cooperation and integration into Trans-
European Networks, toward which PHARE funding was progressively also focused from 1994/1995.

In addition, reflecting the clear interest of the countries to support private sector and trade
development and closer integration with the EU’s internal market, there was also an increased focus
of the PHARE support in such areas as, e.g. customs, statistics, standards, conformity assessment,
metrology, industrial and intellectual property rights, etc., as well initial support specifically targeted to
assist the countries in the approximation of their legislation with the EU sectoral acquis.

As with the previous period, PHARE support was programmed on the basis of individual, broad-based
sectoral assistance programmes. Building on lessons learned during the initial PHARE programmes,
and reflective that most countries had completed the basics of the transformation process and were
moving to the consolidation of the reforms, the quality of programme design and planning generally
improved from 1994/1995, e.g. greater detail of the intervention goals, the delivery instruments, plus
the partial inclusion of target indicators for outputs, results etc. (although this was not consistently
applied by the beneficiaries across all programmes). As the majority of sectoral reform programmes
received assistance under more than one annual programme, the design of second-wave actions
could (and largely did) coherently and effectively build on the results and lessons of the earlier actions.

The effectiveness of the PHARE programming process was also strengthened via the progressive
introduction of a Project Cycle Management (PCM) approach from 1992, although use of the Logical
Framework Approach (and Matrix) as part of the programming process was only consistently achieved
from the mid-1990s, and the quality of the programmes (and Matrix) was variable in terms of providing
‘SMART’ intervention objectives and objectively verifiable indicators of achievement. The coherency of
the programming process was also strengthened via the introduction of Multi-annual Indicative
PHARE Programmes in 1994, in line with the EU’s multi-annual financial perspective, plus an over-
arching Country Operational Programme, covering all sectoral programmes, from 1995/1996.

1997-2006

Regarding the strategy and programming documents of the EU toward the countries, this again
substantially evolved, in 1997-1998, in light of the EU’s ‘Agenda 2000’, the EC’s ‘Opinion’ on the
individual countries application for membership, and the formal launch of the accession process on
30/03/1998 (leading to the initial process of analytical examination of the EU sectoral acquis
(‘screening’) with the individual countries).

In line with the EU’s strategy, the PHARE programme was rightly reoriented to an ‘accession-driven’
approach, initially rolled-out in the period 1997/1998. This principally impacted on the programming
process in terms of the identification and prioritisation of needs: these were to be ‘accession-driven’,
linked to the criteria for EU accession (Political Criteria, Economic Criteria, and Treaty Obligations /
the Acquis), rather than more general development programmes. The EU also introduced the
‘Accession Partnership’ as a key instrument of the pre-accession strategy (bringing together the EU’s
identification of the priorities for each country to comply with the accession criteria, including in the
range of sectoral chapters of the acquis). These were adopted based on the findings presented in the
EC’s ‘Opinion’ and subsequent, annual ‘Progress Reports’. The first partnerships were adopted by the
Council of Ministers in 1998, and were updated in 1999, 2001 and (for Bulgaria and Romania) in 2003.

Regarding the strategy and programming documents of the individual countries, and in line with the
reorientation of PHARE, each country was requested to prepare a multi-sectoral reform strategy to
guide their pre-accession preparations: a ‘National Programme for the Adoption of the Acquis’
(NPAA). This was to provide an overview of the range of short- and medium-term priorities and
measures that the beneficiary country sought to undertake (be it via national funding, or external
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support) linked to their meeting the criteria for EU membership; addressing the accession criteria and
the range of sectoral chapters of the acquis. The first draft NPAAs were presented by the beneficiaries
in early-1998 for consultation with the Commission. The NPAAs were traditionally updated by the
beneficiaries on an annual basis, in light of the Commission’s Regular Report and the findings arising
from the detailed examination of the acquis (‘screening’). As with the Accession Partnerships, the
NPAAs were key instrument of the pre-accession strategy. However, reflecting the ‘learning-curve’ in
terms of developing such multi-sectoral reform strategy, and that ‘screening’ started after the
preparation of the first NPAAs, the quality of those was partially hindered by the variable level of
information and strategy presented at the level of the sectoral and sub-sectoral acquis. Whereas the
NPAAs were reasonably detailed in terms of listing assorted analyses to be undertaken, legislation to
be considered for amendment or introduction etc., in the initial years the quality was variable, at the
sectoral level, in terms of identifying institution building actions necessary to establish an operational
capacity to administer and enforce the acquis.

Over the period 1998-2006, PHARE assistance was programmed on the basis of a project-based
approach, rather than via broad-based sectoral assistance programmes; for Bulgaria and Romania,
over the period 2004-2006, via a blend of a multi-annual sectoral and annual projects approach. The
project-based approach allowed for the better targeting of actions to address the diverse range of
technical issues linked to the reforms required of the beneficiaries, as well as the targeting of actions
to a wider body of beneficiary bodies linked to the acquis; the broad-based sectoral programmes had
traditionally supported larger sized institutions/ministries and investment projects. While positive in
diversifying the range of beneficiary bodies requesting PHARE support, a number of the institutions
had previously only limited (or no) experience in the design or management of PHARE actions
(notably so actors working in the different areas of Justice and Home Affairs and smaller sized/staffed
agencies linked to the acquis), which initially affected the effectiveness of the programming process.

The project-based approach also significantly increased the work-load required to complete the
programming process: for countries operating under the Decentralised Implementation System (DIS)
the average number of sectoral programmes agreed per country during 1991-1995 was ten per yearls,
while the average number of project fiches for those same countries in year 2000 was thirty-five (35)19.
While a standard format project fiche template was utilised from 1998, the extent of planning assumed
to be provided, per project, was far greater than for that required of the previous programming period.
While positive in terms of progressively enhancing the quality of programming documentation
prepared by the beneficiaries, the EC’s requirements as to the format of the project fiche template
were frequently revised over the period 1998-2006. Equally, the EC’s expectations of the length of
detail to be provided in project fiches was variable per country and per year, with fiches (main text)
ranging from 6-pages to 20-pages even if not for notably variable financial allocation. As previously,
the quality of the projects (and Logical Framework Matrix) remained to be variable in terms of
providing ‘SMART’ intervention objectives and objectively verifiable indicators of achievement.

2004-2006 (Bulgaria and Romania)

For the final period, 2004-2006, the PHARE programming process was further refined via the
introduction of a multi-annual approach to the planning of project support: in agreed priority sectors,
for which existing pre-accession and reform strategies already existed or enhanced sectoral analyses
(multi-annual plans and/or indicative programmes) were required to be prepared by the beneficiaries.
This allowed for the return of a sectoral or sub-sectoral approach where this was suitable, alongside
the programming of annual assistance to relevant stand-alone projects. [The 2007 Transition Facility
programmes for the two countries were programmed on a standard project-based approach]

18 European Court of Auditors Special Report No. 3/97. While ten is the average, Poland averaged 14 sectoral

programmes per year 1991-1995, while the record number was 21 sectoral programmes for Slovakia in 1995.
2000 National and CBC programmes: approximately 30-35 project fiches for Bulgaria, Czech Republic,
Hungary, Romania, 70-75 for Poland, but less than 20 for Slovakia. For Estonia, Latvia, Lthuania, and
Slovenia, which did not operate under DIS until 1997/1998, there was an average of 15 projects in year 2000.

19
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The return of a partially multi-annual approach provided opportunity for programmers to establish
greater clarity in the setting of objectives and clear targets or milestones to be progressively achieved
in the agreed priority sectors, supported via a medium-term approach, as well as the opportunity to
improve the synergy, coherence, coordination, and sequencing of the assistance. While the process of
programming the PHARE assistance was still undertaken on an annual basis, in order to ensure the
relevance of actions or to fine-tune actions and their justification in light of progress achieved against
the schedule of the multi-annual plans, the approach provided greater certainty that funding to
complete strategic reforms required prior to accession to the EU would be available, when justified.

Overall, the coherency and effectiveness of the programming process was mixed

As outlined above, the coherency and effectiveness of the programming process was, overall, mixed.
Key strengths of the programming process in terms of achieving coherency and effectiveness were:

e Itis evident that the development and pre-accession strategies, priorities/needs of the EU and
of the individual countries, as identified in country strategy and programming documents, were
broadly evolved in a coordinated and coherent way, over the period from 1990 to accession.

e The coherency of the PHARE programming process was clearly enhanced by the introduction
of the ‘Accession Partnership’ and NPAA. These served as key instruments of the pre-
accession strategy, ensuring that the full range of issues to be completed by the individual
countries to comply with the requirements linked to the accession-criteria were specified: the
full range of issues were to be addressed prior to or on the point of accession, rather than just
a selection of the issues. Thereby the countries were required to plan their accession
preparations measures to ensure that full range of issues should be suitably considered.

e It is evident that the programming process and detailed programme/project formulation was
undertaken in a consultative process between the EC and the countries. This ensured a basic
level of commitment and ownership of the intended programme/project actions; on the side of
the beneficiary countries, at the senior-level of the NAC and of the sectoral SPO / line ministry.

e Equally, reflective of the ‘learning-curve’ for the programme partners, it is evident that the
coherency and effectiveness of the PHARE programming process was, slowly, improved over
the period of time, as reflected in the progressive enhancement of the quality of PHARE
programmes/project design; although the ex-ante quality standards and control conducted by
the NACs and by the EC were far from consistently applied or sufficiently robust.

e It is also evident that the vast majority of independent monitoring and evaluation reports
produced linked to the PHARE programme have, most clearly, rated the assistance’s
relevance as the strongest performing of the five standard OECD-DAC evaluation criteria.
However, this in part reflects the reality that the assistance, largely, sought to address
evidently real socio-economic development challenges that the countries faced, despite
certain weaknesses in the detailed programme/project designs, e.g. the target indicators.

However, reflective of a series of common constraints, the overall coherency and effectiveness of the
PHARE programming process was mixed — overall merely adequate rather than satisfactory.

e Most notably, across the programme period the effectiveness of the PHARE programming
process was constrained by the lack of a rigorous approach in the formulation of ‘SMART’
intervention objectives and objectively verifiable indicators of achievement. The effectiveness
of the programming process was also affected by the frequently over-ambitious nature of the
planned projects, under-estimating the full extent of the undertakings necessary to deliver the
intended outcomes, e.g. to process legal transposition and develop appropriate administrative
and institutional capacity and systems, or to deliver physical investment projects on budget.

e Additionally, while some consideration was given as to the technical and human resources
capacity of the beneficiaries to manage, to utilise and absorb the PHARE assistance, such
considerations were often, at best, partial and not undertaken in a consistent manner; equally
so in regard to the consideration given as to the level of ownership of the beneficiaries. The
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lack of a consistent approach to assessing institutional capacity to manage and to effectively
absorb the benefits of the assistance was a weakness across the programme period.

e In this respect, a more rigorous approach to institutional capacity analysis would, presumably,
have identified capacity weaknesses in advance, allowing the beneficiary to: (1) either address
these issues prior to the start-up of the implementation phase of the programme (at times six-
months or longer after the completion of the programming exercise), and/or prior to the start-
up of the initial delivery of the support (i.e. after the subsequent time taken for the
procurement and contracting of funds prior to the delivery of support), (2) or to re-design or to
re-consider the scale and ambition of the planned intervention.

e While programming of the assistance was generally relevant in addressing the sectoral
priorities of the beneficiaries, in accordance with their priorities/needs, all of the countries, at
least initially, experienced constraints in terms of the development of inter-agency cooperation
(at the national level and/or between the regional and local levels). This was more noticeable
in the ex-communist countries, for which a ‘silo-mentality’ approach to governance was, to
varying degrees, a partial remnant. Equally, the countries experienced constraints in terms of
the development of widespread ownership of programmes/projects addressing cross-cutting
governance issues that the individual countries faced, notably so linked to public
administration reform, judicial reform, combating corruption, inclusion of the Roma, etc. These
issues were traditionally only, substantially, supported from the mid/later-1990s onward.

The selection of relevant and efficient delivery instruments for programme implementation

As a general rule, the PHARE assistance was provided to the beneficiary countries as a grant to
provide: (1) technical assistance services, e.g. to provide outside expertise, policy advice and
professional training, or to prepare preliminary studies, reform plans, information systems, etc., or (2)
the purchase of essential equipment of supplies, or (3) priority infrastructure investments / works, or
(4) the award of grant to target group stakeholders via grant scheme mechanisms.

In addition to grant support, PHARE assistance was partially provided to the countries as soft-loans for
the start-up of revolving fund mechanisms in the countries, or via funding mechanisms under the Multi-
Beneficiary programmes (in association with the EIB, EBRD, CEB, and other donors), e.g. via support
for SMEs, regional and municipal finance and municipal infrastructure in different policy areas.

Overall, the programming of the PHARE assistance traditionally ensured a suitable mix of delivery
instruments was utilised to meet the intended objectives. During the initial years of the programme
emphasis was given to the provision of technical assistance provided via private sector consultancies
and experts, plus via grant for the procurement of urgent equipment supplies for the country
administrations, supporting the initial transformation planning and implementation. Progressively
support was extended to include grants, e.g. for SMEs, farmers, schools, vocational training centres,
municipalities, civil society groups, etc., and for investments, e.g. promoting private sector, agricultural
and regional development, and environmental, energy, and transport initiatives and infrastructure, as
well as investment for the supply of equipment and support in the development of IT management
systems for a range of beneficiary institutions, e.g. linking central and regional offices.

Recognising that the PHARE assistance was provided over a period of almost two decades, initially to
meet the challenges of transformation and subsequently the path of preparations for EU accession,
the programming process also led to the creation of additional EC delivery instruments for the
provision of external assistance, to cover clear gaps in respect to public sector reform and integration.

In 1996, following the publication of the EC’s White Paper (1995) on the 'Preparation of the Associated
Countries ... for Integration into the Internal Market of the Union’, the TAIEX (Technical Assistance
and Information Exchange) instrument was introduced for the provision of short-term assistance and
advice to beneficiaries (traditionally up to five days) for targeted events in the field of their preparations
for the alignment with, and the future application, implementation, and enforcement of the EU acquis.
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In 1998, in line with the ‘accession-driven’ reorientation of the PHARE programme, the Twinning
instrument was subsequently introduced: via which a government-to-government partnership
relationship was formed between EU Member State(s) and the beneficiary administrations at the
sectoral level, including the secondment of a full-time Resident Twinning Adviser (RTA) to the
beneficiary institution for a minimum period of 12 months, often a period of between 12-24 months and
for more complex projects more than one RTA, plus via the provision of short- to medium-term
administrative and technical experts provided by the Member State(s). In 2001 the set of tools was
further extended via the introduction of the Twinning Light mechanism to deliver support of a more
limited scope than under Twinning (via shorter-term missions of EU experts spread over a period of up
to 6 months), notably to tackle self-contained institutional issues where structures to implement the
acquis are not too complex or existing systems need limited adjustment/verification. These
mechanisms proved clearly relevant and appropriate in targeting support linked to the acquis, with
assistance primarily delivered via EU Member State public officials and technical experts, providing
peer-experience on the drafting of legal texts and preparation of implementation processes.

With the move from transformation to pre-accession preparations, the provision of policy and technical
advice and support was increasingly undertaken via the Twinning instrument, which was extended
from 1999/2000 beyond the initial priority sectors so as to cover the whole of the EU acquis. Under the
1998-2006 programmes20 there were 1174 full-scale Twining projects for the twelve countries, for
which the 2002-2004 programmes provided the most intense support. Approximately 22% of the
Twining projects undertaken were in the area Justice and Home Affairs, 17% Public Finance / Internal
Market, 15% Agriculture / Fisheries, 11% Environment, 9% Social Policy, 7% Structural Funds, and
5% Transport / Energy / Telecoms. The average value of a Twinning project was € 0.91 million.

Figure 1: Number of Twinning Projects per PHARE Programme Year
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The allocation of EC funding for PHARE programmes peaked in 2002-2003

As presented in Figure 2 below, following the launch of the PHARE programme in 1990 the level of
EC grant allocated was progressively increased during the early-1990s; this represented increased
funding provision, rather than purely the inclusion of additional countries (Estonia, Latvia, Lithuania,
and Slovenia) to the programme in 1991-1992. PHARE funding was further extended in 1994/1995
(following the adoption of the EU’s comprehensive strategy on accession) and substantially increased
again from 1998/1999 (the reorientation of PHARE to an ‘accession-driven’ approach), with funding
peaking in 2003, the year prior to accession of ten of the twelve states, after which the focus was to
support the further preparations of Bulgaria and Romania, plus the limited Transition Facility funds.

Figure 2. Annual PHARE Programme Support, 1990-2007 (€ million) @
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(2) Under the PHARE Programme, Assistance to Cyprus and to Malta, and the Transition Facility
Data Source: EC (DG ELARG) Annual Reports on Assistance Programmes

The level of EC grant under the programme was thereby suitably adjusted over the period of time to
reflect the evolution of the EU’s and the countries’ strategies, and the deepening of the relationship.
The level of EC grant was also broadly sufficient in terms of the beneficiaries’ capacity to establish a
coherent strategic framework for their reforms and for effectively targeting the PHARE assistance: the
development of inter-ministerial coordination, a multi-annual perspective and of the necessary
programming skills and tools, including a pipeline of adequate projects, by the beneficiaries were
progressively built-up by the beneficiaries and further strengthened across the programme’s lifetime.

The level of EC grant was also broadly sufficient in terms of the realistic administrative and institutional
absorption capacity of the beneficiaries; naturally, this also took time to develop. Whereas the total EC
grant for the countries acceding to the EU in 2004 or 2007 over the period 1990-2006 (plus 2007 for
Bulgaria and Romania) under PHARE was € 18,673.1 million, the rate of contracting of the funds
actually achieved varied from 79.4% in Bulgaria to 92.9% in Lithuania, as shown in Table 2 below.
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Table 2: Rate of PHARE Contracting and Disbursement per Beneficiary

Partner Country EC Grant — Contracted (%) @ EC Grant — Disbursed (%) @
Bulgaria 79.4 76.3
Cyprus 90.1 88.3
Czech Republic 91.1 90.9
Estonia 90.1 90.1
Hungary 92.2 92.1
Latvia 90.9 90.6
Lithuania 92.9 92.8
Malta 85.4 82.1
Poland 91.0 90.5
Romania 87.8 80.6
Slovakia 911 88.2
Slovenia 92.6
Multi-Beneficiary 82.8 78.7
(1) Total Contracted at the end of 2009: i.e. after the expiry of the final deadline for contracting
2) Total Disbursed at the end of 2009: for the countries acceding in 2004, the execution of contracts under

the 2006 Transition Facility programmes was finalised, but final payments may also have been completed in early
2010; for the countries acceding in 2007, the execution of contracts under the 2006 PHARE programmes was
finalised (with final payments thereby in early 2010), and the 2007 Transition Facility programmes were on-going
until late 2010 for the execution of contracts / subsequent payments

Data Source: EC (DG ELARG) 2009 Annual Report on Assistance Programmes

Recognising that the programming of the EU’s financial assistance starts minimally one up to two
years prior to the delivery of the support (i.e. following necessary processes of EU consultation via
Management Committee and subsequent procurement/contracting), the principal deficiency in terms
of the sufficiency of the level of grant and the absorption capacity of the beneficiaries was that funding
only peaked so close to the presumed date of accession. Equally, the number of full-scale Twinning
projects programmed per PHARE year of funding allocation (presented in Figure 1) only peaked in
programming years 2002-2004. As such, for many of the 2002-2003 projects the initial delivery of their
intended results was only partially achieved at the point of or, on the whole, post accession to the EU.

The selection of relevant and efficient programme implementation modalities

With regard to the implementation modalities available to the EC, as an EU programme financed by
the EU’s budget the PHARE programme was governed by the EU’s ‘Financial Regulation’.

This provides three methods for the EC to implement the EU’s budget:

e Centralised management: budget/programme implementation tasks are performed either
directly by the EC’s departments or indirectly via the EC’s delegation of implementing tasks to
an EU agency, or a national public sector body or private body with a public-service mission.

e Shared or decentralised management: whereby implementation tasks are delegated to
Member States (shared management) or a third country (decentralised management).
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e Joint management: whereby implementation tasks are entrusted to international organisations.

The EC utilised all three methods linked to management implementation of the PHARE programme,
although predominantly the chosen implementation modality was decentralised management. The
relevance and efficiency, strengths and weaknesses of each modality is analysed below.

Decentralised Management

Decentralised management (also referred to as the Decentralised Implementation System (DIS)) was
the main implementation modality, with the beneficiary countries taking the lead and primary
responsibility, in consultation with the EC, for the detailed design, procurement, contracting,
implementation, financial payments and control functions linked to PHARE implementation.

Under the DIS this was undertaken on the basis of the EC’s ex-ante control and authorisation of
project and contract dossiers at key milestones across the project life-cycle and management process;
under the Extended DIS (EDIS), which each beneficiary country had to achieve (preferably prior to or
by accession to the EU), the EC’s ex-ante control function linked to the programmes was waived.

In all circumstances, while partially, also progressively decentralised, the EC always retained clear
responsibilities for overseeing programme management functions linked to: monitoring, assessment /
interim evaluation, ex post evaluation, financial control and audit of the EU’s assistance; the European
Court of Auditors also retains a clear remit to undertake its investigations.

The DIS was utilised as the main implementation modality for PHARE programmes, from the early-
1990s, in Bulgaria, Czechoslovakia (Czech Republic / Slovakia), Hungary, Poland, and Romania; for
Estonia, Latvia, Lithuania, and Slovenia, the DIS was only introduced during the period 1997/1998
(due to the delayed decision on the establishment of an EC Delegation in-country and on the
deployment of sufficient staffing so as to support the EC’s ex-ante control functions); while for Cyprus
and for Malta, the DIS was the main implementation modality (with their first programmes in 2000).

Throughout the period of the PHARE programme the principal relevance of the decentralised
management modality and the DIS was to ensure that the beneficiaries took (and demonstrated) their
ultimate ownership of the programmes and thereby PHARE’s contribution to their own reform efforts.

In the early-1990s this approach was clearly relevant, in the context of the substantial transformations
that the individual Central and Eastern Europe countries were undertaking, and the political
uncertainties on both sides (the EU and the individual countries) as to the evolution of future relations.
For the individual countries, while clearly supportive of their “return to Europe” after the enforced Cold
War period of European division, and while clearly interested to ensure their closer integration and
association with the EU, notably in terms of trade and investment opportunities so as to support their
economic integration and development, it was only in March 1994 that the one of the Central and
Eastern Europe country (Hungary) officially applied for EU membership, and in 1996 when the final
two applied (Czech Republic, and Slovenia). For the EU, while encouraging and financially supportive
of the process of stabilisation and of the reform efforts the countries were undertaking, it only clearly
recognised the countries had potential EU membership ambitions in June 1993, and a comprehensive
strategy for preparing the accession of the countries to the EU thereafter adopted in December 1994.

The value of utilising the decentralised management (DIS) approach was clearly also relevant in the
context of the countries’ accession-driven reforms, and the reorientation of PHARE in 1997/1998: it
was necessary for the individual countries to demonstrate (and to suitably strengthen, including via
PHARE support), their capacity to effectively operate, after the conclusion of the PHARE support, as
would be traditionally anticipated of any EU Member State, e.g. (1) to manage EU-funds, and (2) or
their capacity to appropriately manage the acquis and undertake further sectoral reforms (e.g. of legal
and regulatory systems as the acquis is updated), and (3) to cooperate within the EU as an EU
Member State (e.g. in the promotion of socio-economic development and territorial integration).
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However, the efficiency of the initial PHARE programmes under the DIS faced certain constraints, as
there was clearly a learning process for all partners — the EC and the beneficiary countries — in respect
to the management and operational procedures to follow, plus the procurement and contracting
processes and controls to be operated. Additionally, the efficiency of the assistance implemented via
DIS also suffered from the insufficient levels of staffing — both on the side of the EC and the
beneficiary countries — in order to efficiently manage and implement programmes.

For the 1990-1997 programmes under the DIS it was necessary, following the approval of the specific
financing decisions, for the sectoral beneficiary per programme — e.g. under PHARE 1993 there were
58 sectoral programmes under DIS — to prepare a detailed Work Programme (usually for a six-month
period) setting-out how the programme would be implemented; building on the more general
description of actions prepared during the programming exercise. Over the lifetime of the programmes
updated Work Programmes were required covering the subsequent period, plus to provide detail on
the previous period(s). However, due to delays in the submission of Work Programmes and delays in
the EC’s assessment of these, via its processes of control through to final authorisation of the advance
payment of funds to the Programme Management Units (PMUs) set-up in the beneficiary countries to
manage the programmes, the interval of time between approval of the programme financing decision
and the transfer of the first advance averaged 11.7 months®* for the 1990-1995 programmes. This
clearly had implications for the subsequent efficient procurement, contracting, and then
implementation and delivery of the programmes’ actions; although too rarely did the beneficiaries
utilise the time period to ensure the finalisation of all necessary technical documentation, and its
consultation with the EC on the basis of its ex-ante control and approval, for the immediate launch of
procurement. The delays frequently required that the initial PHARE programmes were extended in
terms of their duration for execution, further compounding the workload for those PMUs managing a
series of programmes under different annual PHARE allocations. Too often the PMUs were focused
on contracting older programmes prior to the commitment deadline, rather than starting-up operation
of the more recently programmed assistance.

Additionally, while initial procedural guidance was issued by the EC in 1990 (Provisions for
Implementation of the Advance Payments System for projects financed under the EC Phare
Programme), including basic tendering and contracting document templates, the Commission did not
provide sufficient training support to the beneficiary countries linked to the management or
procurement procedures — it was assumed that the Technical Assistance contracted to support the
PMUs would provide such training as part of the transfer of knowledge. The guidance itself was also
only partially detailed as to procedures and level of transparency required, e.g. the procedures for
drawing-up a short-list for restricted tender, the preparation of evaluation committee minutes/reports,
or procedures for administrative and financial inspection. It was only in 1994 that a more substantive
Manual of Procedures and standard templates for the different procurement and contracting phases
under the PHARE Decentralised Implementation System (DIS) was issued by the Commission, for
which limited DIS training was provided in the countries operating PHARE under DIS. The Manual of
Procedures for DIS was frequently updated by the EC over the subsequent years (later becoming the
more commonly referred to ‘Practical Guide’ or PRAG), to reflect changes in the EU’s Financial
Regulation, plus the further strengthening of administrative and financial procedures.

The move to concentrate procurement, contracting, and financial administration and control of the
assistance, as from PHARE 1998, via the establishment by the countries of a Central Finance and
Contracts Unit (CFCU) and a National Fund, significantly streamlined the management and control of
the funds, which was now undertaken on the basis of a single National Programme rather than a
diverse range of individual sectoral programmes, thereby also simplifying the process for advance
payment request. Additionally, since programmes from PHARE 1998 were also project-based, for
which a project fiche detailing the actions had been prepared already during the programming

2 European Court of Auditors Special Report No. 3/97 concerning the decentralized system for the

implementation of the PHARE programme (period 1990-1995).
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exercise, it was no longer necessary to prepare Work Programmes. However, again, too rarely did the
beneficiaries utilise the time period from finalisation of the programming exercise with the EC to
prepare the necessary technical documentation so as to allow for the launch of procurement
immediately after the approval of the programme financing decision. This habitual constraint was only
partially successfully addressed during the lifetime of the PHARE programme, when the EC
introduced the requirement that such dossiers should be provided within a specified time, e.g. six-
months after signature of the Financing Memorandum, although it was not always consistently applied.

A number of the countries also experienced delays in the development of their systems and capacity
linked to the transition from operating PHARE under the DIS to operating under Extended DIS (EDIS),
under which the EC’s ex-ante control linked to programme management was waived. The decision on
the conferral of EDIS was notably delayed in regard to the adequacy of the systems in Bulgaria,
Czech Republic, Estonia, and Poland, for whom granting of EDIS authority was achieved minimally
six-months after EU accession; for Poland conferral of EDIS was only in February 2005. This therefore
significantly delayed the implementation of programmes as, in the post-accession period (01/05/2004
or 01/01/2007) and prior to the conferral of EDIS authority, contracting was on hold — as it was no
longer appropriate the EC continue its ex-ante control of implementation by the Member States.

Centralised Management

Centralised management was selected for the implementation of PHARE programmes:

e In countries for which the EC had not yet established and sufficiently staffed an ‘in-country’ EC
Delegation to oversee management of programmes under the DIS; for Estonia, Latvia,
Lithuania, and Slovenia the transition to DIS was only introduced during the period 1997/1998.

e The vast majority of Multi-Beneficiary programmes.

e For certain components of programmes in the countries where the DIS was operated, most
notably for tenders/contracts with a significant estimated value, or of strategic importance to
the success of PHARE, such as the initial series of long-term Technical Assistance contracts
to provide policy advice to beneficiary institutions or support operations of the range of PMUs.

The rate for contracts under centralised management was understandably higher than for countries
primarily operating the DIS?*: at the end of 1995, the rate for contracts in countries using the DIS was
59% of the 1990-1995 funds, compared to 70% for countries primarily under centralised management.
However, in part the lower rate for contracts under the DIS was also a reflection of the sizeable delays
experienced in terms of the processing of six-monthly Work Programmes by the EC. Additionally,
while centralised management was generally satisfactory, a weakness of the assistance to the
countries under centralised management (notably in the early-1990s) was the relatively slower pace of
communication and feedback between the beneficiary and the EC that this afforded, e.g. linked to the
exchange of draft technical specifications. This was partially remedied by the establishment of EC
Delegations in Estonia, Latvia, Lithuania, and Slovenia from the mid-1990s, which facilitated dialogue
on the ground. However, initially limited staffing levels did not allow for the immediate deconcentration
of EC responsibility for programme implementation from Headquarters to the EC Delegations. The
transition to the DIS in these countries only started in 1997/1998, via the establishment of the
necessary structures and operational systems on the side of the beneficiaries (e.g. CFCU), and the
deployment of full staff at the EC Delegations to support management of the assistance and undertake
the required ex-ante control of project dossiers. While not immune to efficiency delays, it is evident
that the transition to the DIS “helped to speed up contracting”, e.g. in Lithuania (1999 Phare Report).

Regarding the Multi-Beneficiary programmes, the selection of centralised management was clearly
logical in view of the nature of the programmes, i.e. targeted to all of the countries or of a trans-
regional nature. A number of Multi-Beneficiary programmes were implemented via the modality of

22 European Court of Auditors Special Report No. 3/97
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indirect centralised management, thereby allowing for the EC to call upon the services of specialised
EU agencies to undertake the implementation of actions, e.g. the European Training Foundation.

Joint Management

Joint management was predominantly selected linked to undertaking larger-scale investment actions
and in the establishment of financial mechanisms, where PHARE funds could be effectively utilised to
leverage significant additional donor investment (e.g. EBRD, CEB, World Bank and other donors), e.g.
via support for SMEs, energy efficiency, regional and municipal finance, municipal infrastructure.
Recognising the investment needs of the beneficiaries (public and private sector actors), it is evident
that these could only be addressed by the countries via longer-term access to international donor
support and via the attraction of private sector and foreign investment. In order to facilitate increasing
investments in the countries of Central and Eastern Europe, from 1998 the EC sought to deepen its
cooperation with the international financial institutions via the conclusion of ‘Memorandum of
Understanding on Accession’ with individual institutions (e.g. the EBRD, Nordic Investment Bank,
etc.).

Joint management was also utilised in relation to cooperation in the countries between the EU and the
UN (primarily the UNDP), usually in the context of socio-economic development, e.g. in Cyprus, the
UNDP was tasked to implement certain of the actions financed under the bi-communal projects; this
was clearly relevant given the UNDP’s significant local experience and mediation support in Cyprus.

Implementation Modalities — Summary

Overall, the EC generally achieved a suitable selection of implementation modalities in terms of
relevance, if not always also in terms of eventual efficiency achieved.

The efficiency of the actions frequently suffered due to the limited staffing levels — in the beneficiary
institutions and for much of the 1990s also at the EC (including EC Delegations) — to undertake and
support operational activities (e.g. in the preparation of detailed technical specifications by
beneficiaries of sufficient quality for launching the procurement of actions, in the monitoring of
technical delivery, or to promote take-up of the results). For many countries the transition from the DIS
based on PMUs to the DIS based on the CFCU was also hampered by the slow pace of deployment
for sufficient staffing to ensure the efficient operation of their CFCU (or Implementing Agencies).

To what extent was the financial assistance effective in achieving the desired results and
what possibly hampered its achievement?

Effectiveness in the delivery and utilisation of PHARE support was mixed

Overall, the effectiveness of the financial assistance in achieving the timely delivery of the desired
results was mixed. While PHARE support did deliver a range of the desired results, the
institutionalisation or take-up of these in terms of generating desired behavioural changes in the
beneficiaries was not always fully achieved, or achieved only after delays. A common constraint for all
of the countries, were the frequent delays in the decision-making process linked to the approval, the
adoption, and the enactment of the delivered results and reforms (e.g. in the adoption of laws, or of
regulatory instruments, or strategic reform plans, or standard operational procedures, in the
establishment of units, in the deployment of full staffing, etc.), which delayed full utilisation of the
results to progress reforms, and the risk of these becoming partially out-dated by the time of their
enactment and roll-out. The common nature of the failure to adequately estimate the time required for
the processes of decision-making was a serious weakness in the design of the assistance.
Additionally, the mixed effectiveness of the financial assistance also reflects the, at times, over-
ambitious nature of the programme/project objectives, due to weaknesses in needs analysis and
design, and the often insufficient level of beneficiary staffing provided for project management.
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The 2004 PHARE Annual Report23 presented a concise statement of the EC’s assessment of the
overall effectiveness of the assistance for eight of the ten countries acceding in 2004 as follows:

Cyprus

Implementation of pre-accession aid in Cyprus is considered overall satisfactory though
in some sectors delays in tendering and contracting have been experienced and
remedial actions had to be taken to decrease the risk of loss of EU funding.

Czech
Republic

Implementation of Phare in the Czech Republic is considered generally successful in
areas such as Environment and Justice and Home Affairs. A sector which remains
problematic is Cross Border Co-operation, where remedial actions had to be taken to
decrease the negative impact from excessive delays and avoid the risk of loss of funds.

Estonia

Implementation of Phare in Estonia is considered particularly successful in the areas of
Environment, Public Finance and Education, where Phare funds and projects provide
real value added to scarce public funds. Two sectors remain problematic: Cross Border
Co-operation and Agriculture, and remedial actions had to be taken to decrease the
negative impact from excessive delays, to avoid the risk of loss of funds and support
Estonia’s ability to fulfil the acquis in these areas.

Lithuania

On the whole Lithuania has made good use of Phare assistance to support the
accession process. Harmonisation of legislation, institution building and investment with
the support of the Phare assistance progressed well.

Malta

Implementation of Pre-Accession Programme in Malta is considered overall satisfactory
in the area of Environment, Agriculture and others sectors like JHA, Internal market, etc.

Poland

Implementation of Phare in Poland is considered generally successful in the areas such
as environment and internal market, where Phare funds and projects provide notable
value added. In some limited cases remedial actions had to be taken. Some sectors
remain problematic, such as transport, and agriculture, where several remedial actions
had to be taken to decrease the negative impact from excessive delays, avoid the risk
of loss of funds and support Poland’s ability to fulfil the acquis in these areas.

Slovakia

Implementation of Phare in Slovakia is considered particularly successful in areas such
as environment and internal market, where Phare funds and projects provided notable
added value. Some sectors remain problematic, such as Cross Border Co-operation,
Agriculture, social affairs and human resources development where remedial actions
had to be taken to decrease the negative impact from excessive delays and to avoid the
risk of loss of funds.

Slovenia

In the area of Justice and Home Affairs the implementation has been very efficient, but
slow and inefficient in the area of External Border of the EU. Most of the projects have
been or are likely to be effectively implemented, despite very long delays in the case of
External Border of the EU projects.

Based on the findings presented in the individual sectoral case studies (see Annex 5) linked to each of
the countries plus the Cross-Border Cooperation and Multi-Beneficiary programmes, it is evident that
the effectiveness of the financial assistance in achieving the desired results was indeed mixed.

A diverse range of results were delivered linked to the undertaking of sectoral reforms and in the
preparation of the capacity of the beneficiaries linked to the countries achieving compliance with the

23

2004 Report on PHARE, Pre-Accession and Transition Instruments, Commission Staff Working Document
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criteria® for EU membership and for the successful functioning and integration of the countries within
the EU. The assistance was utilised to establish or to develop existing institutions and capacity in a
diverse range of sectors in the countries, at the national, regional, and local levels, as well as of a
trans-national nature, supporting governmental and non-governmental partners (economic, social, and
civil). But the case studies demonstrate that the effectiveness of the support was, to varying degrees
constrained, and the achievement of desired behavioural changes in the beneficiaries (socio-
economic and institutional and regulatory) faced delays, or the extent of change was under-achieved.

To demonstrate the mixed achievement of the results, a few example cases are presented below.

Bulgaria — Justice and the Rule of Law

In the justice area Phare enhanced the administrative, institutional, and expert capacity in the field of
enforcement and implementation of the acquis. Twinning projects in the most cases positively
contributed to improving organisational structures and capacity to understand and implement the
acquis. Assistance for the drafting of civil, administrative, and penal procedural codes was especially
effective. However, decision-making processes linked to translating the recommendations agreed
during implementation into organisational and legislative changes were often slow. Phare support was
also effective in the development of professional training of magistrates and administrative staff
through institution building of the judiciary training body (the National Institute of Justice). New units for
judicial security and witness protection were created. The judiciary system also received considerable
investment support, notably for the computerisation of the justice system (covering all 147 courts in
Bulgaria) and the introduction of a new court case management system. However, Phare support for
the computerisation of the Public Prosecutors Office (central, regional, and local levels) faced
significant obstacles and delays, due to design weaknesses: 18 months after the target date for
completion the new system was still in the testing phase and could not yet serve as an important tool
in the fight against organised crime and corruption. The complexity, technical feasibility, and
compatibility with existing systems had been underestimated when designing the project. The
effectiveness and impact of PHARE in respect to the fight against organised crime was unsatisfactory
due to the inconsistent levels of strong ownership at a high level to guide effective follow-up.

Czech Republic — Free Movement of Persons / Freedom to Provide Services

Phare successfully support to test the robustness of the systems for the coordination of social security
administration and to further develop the methodologies and schemes utilised in accordance with the
acquis and international good practice, as well as in the further development of a centralised
information system for effective coordination of data (in-country and with European partners). Central
to each action was the further development of staff skills and the further strengthening of the in-house
training and e-learning capacities of the beneficiaries in a range of specific, technical aspects of social
security management. However, Phare support to the mutual recognition of professional qualifications
faced serious problems in the delivery of the intended results, and the effectiveness of the financial
assistance allocated in that area was poor. The key constraint was the uncertainty linked to ownership
of the goals, due to institutional and policy changes, and the absorption of the results by the
beneficiary was only partially effective. One of the recognition units for healthcare professionals
suffered the loss of two of the three staff trained under the project in the short-term of its completion.
While the support did deliver manuals and operational procedures, there was no mechanism to

2 As agreed by the European Council (Copenhagen Summit of June 1993): (1) ‘Political Criteria’: stability of

institutions guaranteeing democracy, the rule of law, human rights and respect for and protection of minorities;
(2) ‘Economic Criteria’: the existence of a functioning market economy as well as the capacity to cope with
competitive pressure and market forces within the Union; (3) ‘Treaty Obligations / Acquis’: the ability to take on
the obligations of membership including adherence to the aims of political, economic and monetary union and
the conditions for integration through the adjustment of administrative structures, so that European Community
legislation transposed into national legislation is implemented effectively through appropriate administrative
and judicial structures. The latter prerequisite was underlined by the European Council in December 1997.
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provide the new staff with comprehensive training in the area or the operation of the new systems.

Lithuania — Social Policy and Employment

Phare successfully delivered change in areas such as Occupational Safety and Health: e.g. strategy,
legal acts and regulations according to EU norms, the training of the staff of OSH institutions and of
social partners, including via the development of IT distant-learning systems for the training of labour
inspectors on inspection procedures, an Evaluation and Management Manual of Occupational Risk to
provide guidance for OSH practitioners, for employee and trade partners and the wider public. In the
area of social protection and social inclusion, reforms to realign benefits and better target resources to
combat poverty, and to strengthen the local administrative system were pilot-tested at the municipal
level. The process was well communicated to the wider group of municipalities, generating strong
interest in the reforms. However, in regard social dialogue, while training for social partners (employer
and employee groups) at the level of the branch of the economy and enterprise was provided, initially
the partners were hesitant to actively engage in the development of non-formalistic approaches to
bilateral dialogue, preferring to conduct trilateral dialogue (also with the government).

Romania — Public Administration Reform

Phare successfully supported the creation of new, adequate institutions to manage PAR, such as the
National Agency of Public Servants, the National Institute of Administration with 8 regional training
centres, and the Central Unit for Public Administration Reform. All institutions benefited from effective
training programmes (as well as senior civil servants targeted by a tailored one-year training
programme on public management topics). And NAI's capacity was particularly targeted in terms of
training of trainers and a curriculum for delivery of training courses at central and local level. Two
courses for senior civil servants (Strategic Management, and Evaluation of Public Policies) were
produced using the elLearning platform developed under Phare and remain available. However, a
number of laws prepared with Phare support are only partially implemented, e.g. legislation regulating
policy-formulation and Regulatory Impact Assessment were, in most cases, not implemented by
central and local level public institutions, while the civil servant law, which includes a performance
management system for civil servants, was adopted but it is only implemented in a formal manner due
to the still fragmented system of public administration. The effectiveness of Phare interventions in the
sector was particularly affected by decision-making delays and limited senior support.

PHARE Cross-Border Cooperation

The objectives of PHARE CBC were twofold: (1) to overcome specific socio-economic development
problems resulting from the isolation of the border areas (as regards investment in transport,
environment, business, tourism, and social infrastructure) and (2) to establish and develop cross-
border cooperative networks (via the Joint Small Project Fund / People to People grant schemes).
Effectiveness of the CBC programmes/projects was uneven. Overall the objectives of the individual
investment projects were achieved (e.g. transport infrastructure constructed/rehabilitated, and routes
connected to Trans-European Networks and branches, actions to enhance environmental protection
such as upgrades of regional water and wastewater networks, treatment plants, or actions to promote
business and human resources development, such as business incubators, cultural heritage actions,
etc.). However, this often happened with delays and, at times, projects completed over-cost due to
poor project design, which often necessitated changes during implementation, and the insufficient
capacity on the part of local beneficiaries to efficiently and effectively implement the projects. The
various Joint Small Project Funds stimulated local initiatives and people-to-people cross-border
exchange and networking in fields such as economic, cultural, and social life of the border areas.
Overall the support seems to have engaged a wider audience in the accession process, promoting
cross-border initiatives and the underlying mentality of interrelating with neighbours. The Fund was

Final Evaluation Report, issued on 19/01/2015 Page 42




Evaluation of PHARE [EU pre-accession] financial assistance to Bulgaria, Cyprus, Czech
Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Romania, Slovakia, Slovenia

positively assessed by the target groups (e.g. authorities at the local and regional levels as well as civil
society organisations) for support in building networks to promote socio-economic development and
for building local capacity via the transfer of experiences in development between partners.

Despite effectiveness constraints PHARE delivered and promoted a good range of reforms

Despite the overall effectiveness constraints and uneven performance of the financial assistance in
achieving the timely delivery of the desired results, PHARE was, still, nevertheless successful in
delivering a good range of reforms and the intended behavioural changes:

e While uneven, overall, PHARE achieved satisfactory results in the delivery of substantial
institutional, regulatory etc. reform and capacity-building of the public services (central,
regional and local) e.g. legal and regulatory texts, standard operational procedures and
manuals, analytical, investigative and risk-assessment tools, integrated IT management
systems, including for suitable connectivity and data exchange within the EU framework,
information campaigns and tools, in-house, vocational, and e-learning training programmes,
plus the substantial provision of training for immediate target group beneficiaries, etc.

e To that end PHARE institution building support was provided to the countries primarily via
technical assistance (including Twinning etc.), plus investment support linked to the operation
and enforcement of the acquis via the supply of technical equipment plus in part via works.

e While timely delivery of the desired results was uneven, often due to the delayed formal
adoption of measures at the institutional or political decision-making level, the clear majority of
the intended results were finally achieved and institutionalised. Over the medium and longer-
term this has delivered progressive improvements in the efficiency and effectiveness of the
administration of the public services and/or public benefit pursuit, in compliance with European
values, standards and norms, and with the specific requirements of the sectoral acquis.

e The assistance also delivered vital investment in basic, physical infrastructure, e.g. transport,
environmental, energy, communications, human resources and business-related, and social
infrastructure, primarily implemented via larger-scale works and supplies, but also via local,
small- or medium-sized investment projects selected via grant schemes. These investments
effectively delivered a series of benefits to the immediate locality or region, e.g. improved road
safety, improved drinking water quality, modernised vocational training centres, business
incubators, or parks. Investment was also targeted to develop physical infrastructure linked to
an integrated approach for border management, covering issues of border security and
control, customs control and inspection, trade facilitation and transit, etc., which effectively
delivered benefits of national and European importance.

¢ Recognising that the investment needs of the countries linked to the development of physical
infrastructure and the achievement of EU standards, plus in terms of private sector
development were clearly significant, PHARE funds were also effectively utilised to leverage
significant additional donor investment linked to undertaking larger-scale investment actions
and financial mechanisms, e.g. in 1998-1999 over €900 million were mobilised (€150 million
from Phare and €750 million from the IFIs) for investment projects in the areas of transport
and the environment, while co-financing within national PHARE programmes included a small
municipalities water and wastewater investment project in Estonia with the Nordic Investment
Bank and the Nordic Environment Finance Corporation (PHARE € 3.0 million, NIB/NEFCO €
3.4 million), and an electricity and gas markets projects in Romania with the EIB and EBRD
(PHARE € 28.9 million, EIB € 96 million, EBRD € 60 million)®.

e Via a diverse range of pilot-tests, grant schemes and financial mechanisms support was also
delivered to individual enterprises, SMEs, farmers, cooperatives, civil society groups, schools,
trainees, teachers, students, entrepreneurs, job-seekers, groups at risk from social exclusion,

% Phare Programme Annual Report (2000)
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etc., e.g. in Lithuania the Promotion of Adaptability, Skills and Social Inclusion grant scheme
(2002) targeted to persons at risk of dismissal due to enterprise restructuring, the disabled, ex-
prisoners, and national and ethnic minorities; approximately 2250 people received training
under the scheme, approx. 500 were disabled and 260 were ex-prisoners; and the immediate
impact of the assistance was that 225 people, 10% of the final users, secured employment.

e However, a weakness in terms of assessing the effectiveness of the local investment projects
and of many of the grant schemes was often the lack of precise information as to the results
delivered to the final users (e.g. an entrepreneur, a trainee) in terms of behavioural change
achieved. The level of detail outlined above linked to the grant scheme in Lithuania, i.e.
results/outputs and the immediate impact, was not consistently provided (by the grant
operator(s) to the contracting authority), or was not consistently collated for the grant scheme
as a whole (by the contracting authority). Additionally, there is limited evidence that any great
attention was provided to post-project follow-up reporting (by the grant operator(s)) as to the
further progress achieved by the final users in the immediate period after the support received,
e.g. persons whom secured employment three or six-months after the support, or post-project
follow-up reporting as to the further impacts of the benefits of physical infrastructure projects,
e.g. the number of users of the service, such as a business incubator, 1-year or 3-years later.

Reflecting the significant challenges facing the ten Central and Eastern European countries in 1990,
and that PHARE was the main EU/EC instrument to provide financial and technical cooperation for
these countries in their transition to eventual EU membership over a period of twenty years (with the
2006 programmes implemented, on the basis of the ‘N+2+1’ rule, through to the end of 2009), the
instrument was also notably effective in terms of the suitable orientation of the assistance and the
range of delivery instruments to meet the changing nature of the challenges the countries faced.

Delivery of the intended results faced a number of challenges

However, the programmes faced a number of challenges in terms of the successful utilisation of the
assistance so as to achieve the intended results and benefits of the actions. The extent of constraint
was variable between the countries, variable over time, and variable per sector. The following issues
are highlighted as the main constraints to effectiveness, commonly experienced:

e The level of staffing within the beneficiary institutions to manage the assistance and to ensure
communication with the wider group of project stakeholders during the design,
implementation, and follow-up of the actions was often limited or barely sufficient. This was
notably a constraint for the ten Central and Eastern European countries in many areas for a
large part of the 1990s, and was still an issue in a number of areas also into the 2000s.
Cyprus and Malta also faced similar constraints in some areas, prior to their progressive
redeployment of staff to support the management of the EU-agenda and the reform process.

e All of the Central and Eastern European countries also experienced a high level of staff
turnover, most notably in the earlier period of the assistance, but in a number of areas of a
more persistent nature. This clearly affected the absorption of the assistance be it in terms of
the turnover of PHARE project managers, of staff trained via the support, or of management to
oversee the appropriate delivery and institutionalisation of the results. In addition to the loss of
staff, notably in the earlier period, to higher-paid positions in the private sector, the other
factors influencing turnover included the political change of government, or of the minister
resulting in the change of policy and/or senior management and decision-makers, periodic
organisational restructuring, merging or demerging units and the corresponding flow of staff
redeployments, including the transfer of trained staff to completely different policy areas.

e The insufficient level of staffing to manage the assistance, combined with late contracting of
the final support components, also affected the effectiveness of the assistance in terms of the
appropriate development of the inter-connectivity and sequencing of project(s) actions, and/or
in terms of the full delivery and achievement of all of the intended project results.
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Many of the beneficiaries, initially, also substantially under-estimated the extent of technical
and management involvement that was required of them in order to make the most effective
utilisation of the peer-to-peer support provided, as a partnership, via the Twinning instrument.
Delays in the decision-making process linked to the approval, the adoption, and the enactment
of the delivered results and reforms, e.g. in the adoption of laws, or of regulatory instruments,
or strategic reform plans, or standard operational procedures, in the establishment of units, in
the deployment of full staffing, etc., which affected the utilisation of the results to progress
reforms or of these becoming partially out-dated by the time of their enactment and roll-out.
Delays in the provision of co-financing, most notably at times when countries had suffered
significant budget shocks, e.g. as a number did following assorted domestic or external
currency crises in the 1990s, or delays in the provision of necessary permits, e.g. building or
environmental, resulted in the modification or the cancellation of a number of planned actions.
In a range of sectors requiring the establishment of inter-agency cooperation between
institutions, or of partnership with and/or between economic, social, and civil stakeholders, this
often proved difficult to establish during the first phase of the assistance to the sectors, due to
the hesitancy of certain actors to engage in the process or to share competence or data. This
was progressively addressed via increased communication to the range of actors as to the
policy and administrative benefits of the cooperation and the development of common tools.
Most of the Central and Eastern European countries took some years to agree on the direction
of the reforms they would take in a number of horizontal policy areas, e.g. public
administration reform, decentralisation, regional and local government, judicial reform,
combating corruption, healthcare reform, public finance management and control, combating
discrimination against and the social exclusion of minority groups, notably the Roma, etc.. In a
number of the countries the effectiveness of the first phase of the assistance was limited to the
preparation of a strategy proposal and initial training but not the adoption of the reforms, due
to the lack of political consensus/ownership/will or to opposition from stakeholder partners, or,
at best, only the hesitant testing of reform where it was considered appropriate due to external
pressures. The lack of ownership, plus occasional substantive reorientation of the direction of
reforms, affected the effectiveness of the assistance, e.g. a number of civil service or judicial
training institutions targeted by PHARE support struggled to deliver their services when civil
service or judicial professional qualification standards and/or ethics codes had not been
adopted, while a number of regional bodies were supported to promote economic and social
cohesion and for the future management of the Structural Funds, but decisions were later
taken that other bodies would instead undertake the management of the Structural Funds.
Beyond the horizontal policy areas, a number of countries experienced difficulties in individual
sectors in regard to reaching agreement on the demarcation of competence between regional
and local bodies, e.g. healthcare surveillance, while a number of countries experienced
problems regarding reforms linked to the mutual recognition of professional qualifications.

What have been the impacts of PHARE in qualitative and quantitative terms?

Impacts of the assistance in selected sectors per country and other programmes

Based on the findings presented in the individual sectoral case studies (see Annex 5) linked to each of
the countries (for which Hungary, Romania, and Slovakia were focus countries for research), plus the
Cross-Border Cooperation and Multi-Beneficiary programmes, the impacts are summarised below:

Beneficiary Impacts
Bulgaria Impact on the achievement of Judiciary Reform objectives was good in terms of
establishment capacity for strategic policy formulation (actualisation of the Judiciary
Reform Strategy after the EU accession) and for application of acquis in civil,
administrative and penal proceedings. PHARE contributed substantially to improved
Justice and
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Beneficiary

Impacts

the Rule of
Law

quality of legislation, equal application of laws and unification of court practice (case
law). Progress in the implementation of Judiciary Reform has enhanced the
efficiency of justice systems. According to the ‘EU Justice Scoreboard’ (2013) under
the indicators “time needed to resolve non-criminal cases” and “time needed to
resolve administrative cases” Bulgaria is ranked on 5" and 2™ respectively among
the EU Member States. In terms of the “rate of resolving non-criminal cases”,
Bulgaria is ranked close to the EU average. Bulgaria has good score in respect to
the number of non-criminal and administrative pending cases, which places it 3"
and 5" respectively among the EU member states. Problematic is the “processing
of insolvency cases” (24" place) and “impossibility for electronic submission of
claims” (there is no possibility for electronic submission) and “electronic processing
of small claims” (there is no possibility for electronic submission or processing of
small claims). However, the system to regularly evaluate and benchmark the
efficiency and effectiveness of courts’ activities in Bulgaria should be further
developed, notably in terms of standardised systems and tools. Alternative dispute
resolution methods are not well developed as well. The system for the registration
and management of cases is a well-developed like the majority of EU states.
According to number of judges (30) per 100 000 inhabitants Bulgaria is ranked at 8"
place among EU members. The perceptions for judicial independence are rather
negative — Bulgaria is ranked at 102 among 144 countries; from EU members only
Romania and Slovakia have a lower ranking (source World Economic Forum).

Cyprus

Agriculture

Impact of the assistance was positive, supporting modernisation of administrative
structures, policies, and liberalisation of management operations in the sector in line
with the requirements for implementation of the Common Agricultural Policy (CAP),
food safety, veterinary, phytosanitary policies, and standards. In regard the CAP,
the reforms required further trade liberalisation of the Cypriot market to ensure the
free movement of goods, plus liberalisation of the management systems and market
measures for specific products via common market organisations, alongside the
strengthening of minimum quality and marketing standards, the inspection and
control regimes, etc. at product-level. The reforms also required the strengthening
of horizontal management systems for the implementation and control of support
measures and schemes, including via the introduction of computerised IT systems.
This allowed for Cyprus to draw upon EU/EC funding under the CAP post-
accession, supporting the livelihood of farmers including in their adoption of
environmentally sustainable farming methods, and further modernisation and
diversification of the agriculture sector in Cyprus, plus support for initiatives to
promote an integrated approach to rural development and quality of life: e.g. under
the 2004-2006 Rural Development Programme, € 162 million EU co-financing, over
the period 2007-2013 CAP provided support to 15,000 holdings (67,000 hectares) in
mountainous areas and areas with natural handicaps for implementing sustainable
land management. While the further transition post-accession has resulted in a
decline of gross output for the agriculture sector in Cyprus (as measured in constant
prices), since 2009 value-added by the sector has recorded annual increases (as
measured in constant prices), accounting for 2% of GDP in 2011. While now lower
than the pre-accession trend (of 20-25%) as a percentage of total Cypriot exports,
the agriculture and food sector still provides 15% of total Cypriot exports (2010).

Czech
Republic

Impact of the assistance was positive in regard Free Movement of Persons, with
Czech systems for the coordination of social security and participation in EU
employment and social protection systems fully operational with the EU. Post-
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Beneficiary

Impacts

Free
Movement of
Persons /
Right to
Provide
Services

accession, reflecting the right of EU citizens to choose to live, work and study
anywhere in the EU, the share of (non-Czech) EU citizens resident in the Czech
Republic increased as a percentage of the total population, from 0.7% in 2003 to
1.1% in 2007, while the mobility rate for Czech citizens living in another Member
State in 2007 was 1.2%. With regard the coordination of social security between the
Member States, at the end of 2008 the Czech Republic had issued residency
permits to 146,542 EU citizens for whom the country undertakes the management
(collection and payment) and coordination of social and health insurance schemes
with EU partners. In May 2014 the EU’s Job Mobility Portal (EURES) contained
details on 37,000 vacancies in the country. However, impact was limited in regard
the right to provide services/recognition of professional qualifications, due to many
implementation constraints, and full transposition of the acquis was initially delayed.
The systems are now compliant with the acquis; with 500-600 recognition decisions
issued yearly by the Czech authority to European citizens. However, while the
country does administer the acquis, and is thus integrated into the EU, it has been
slower than most Member States in terms of the liberalisation of its professional
services sectors. This was recently highlighted in the ‘European map of regulated
professions’, issued by the Commission in May 2014: the Czech Republic regulates
398 professions and professional activities, making it the most demanding Member
State in terms of the regulation for entry and conditions for professional practice; the
vast majority of Member States regulate approximately 130-160 professions, while
five Member States regulate fewer than 100 professions, Estonia for 45 professions.

Estonia

Social Policy
and
Employment

The overall impact of the PHARE assistance in the social sector was manifested in
two directions: increased expertise of broad social groups and improved public
awareness of the social policy areas (pension, health care, employment, gender
equality, social inclusion, social dialogue, free movement of people and right of
establishment, coordination of social security systems) and participation in policy
making process was also improved. The support played a positive role in NGO
organizational development. However, while the gender equality perspective was
successfully integrated into national and local policies (the Gender Equality Act of
2004 created the Gender Equality and Equal Treatment Commissioner as an
independent and impartial expert who monitors compliance with the requirements of
equality legislation, makes proposals to the Government and other agencies, gives
advice and dealt with personal applications), but the rate of change produced by
gender equality policies is slow: Estonia has the largest gender pay gap in the EU
(in 2011 in Estonia 27.3% while the EU average was 16.2%). Additionally, in terms
of social protection and inclusion, a clear gap remains in terms of the employment
of persons with disabilities: 41% lower than for people without disabilities (2012). In
respect to Europe 2020 commitments Estonia is closer to its targets than the EU
average for employment. In the period 2008 — 2103 Estonia had higher employment
rate (age group 20-64) than EU 27: from 76.9% against 69.9% for EU 27 (2007) to
73.3% against 68.4% in 2013, respectively. The country has lower than EU 28
(9.5%) unemployment rate, amounting to 7.6% (2013). In regard to occupational
safety and health, the enhanced standards are evident in terms of the progressive
decline in the number of fatal accidents at work: in 2012, 14 persons were killed in
accidents at work, while there were often nearly 30 such deaths per year in the
early 2000s and as many as 50 deaths per year in the 1990s.

Hungary

PHARE deeply transformed and reformed the governance of agricultural affairs in
Hungary. The sector has long been important for the country, and trade of
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Beneficiary

Impacts

Agriculture

agricultural goods with the EU was traditionally intensive, but institutional
organisation and governance of the sector was highly fragmented and outdated.
PHARE was instrumental in the introduction of new regulations and structures
consistent with the EU Common Agricultural Policy (CAP). Assistance extended to
all sub-sectors and functions of agricultural governance, with CAP regulations
translated and detailed local regulations elaborated for aspects where the acquis
grants detailed regulation right to the national authority. PHARE support
substantially contributed to the development of suitable institutional structures, staff
skills, administrative capacity, procedural and IT systems. As a result, Hungary has
successfully implemented the CAP, including provisions on food safety, veterinary
and phytosanitary policies and standards. Phare support facilitated the development
of an integrated organisational structure and improved the accessibility of public
information. The institutional framework for rural development programming was
defined. The institution for the administration and control of agricultural payments
was set up, accredited and integrated with formerly existing administrative
structures. The respective IT system was established, which included animal
identification and registration, national animal holder register, farm registration
system of cattle, sheep, goat, and pig keepers, farmer registration system, land
parcel information system and many others. Food safety institutions have
undergone reorganisations in order to meet the most recent food safety
requirements of the EU. A wide range of PHARE projects have mainstreamed
environmental concerns into agricultural activities. The state control of veterinary
activities, of plant and soil protection and forestry was supported by institution
development and the associated software development projects. Altogether PHARE
supported the modernization of Hungarian agricultural governance approximately by
€ 37 million directly, in form of 12 institution development projects on behalf of the
“Agriculture” sector. Additionally, PHARE support given to other sectors, such as
“Environment” has indirectly, but significantly contributed to agricultural
modernization. Projects in the sector were evaluated by independent evaluators
several times during the life-cycle, with impact was assessed as highly satisfactory.

Hungary

Customs
Union

The long succession of PHARE support deeply transformed and reformed the
governance of customs affairs in Hungary. PHARE supported the preparation for
the implementation of the Customs acquis and significantly strengthened the
administrative capacity of customs organisations in Hungary. The control and audit
capacity of the Hungarian Tax and Financial Control Administration was
strengthened, in order to improve tax collection and to decrease the risk of tax
fraud, counterfeit and offences against accounting rules. The projects on behalf of
the customs sector focused on the modernization of border crossing points, and on
the preparation of the Hungarian customs organisation to the single market,
including the fight against tax fraud and against the smuggling of excise goods.
Phare contributed to the efficiency of the customs clearance processes, including
speed, simplicity, and predictability of formalities as performed by border control
agencies and logistical operators. PHARE support promoted improved reporting by
the Hungarian authorities to the European Anti-Fraud Office, developing the
administrative procedures of risk analysis in case of inspection of goods transited
through Hungary. Since DG TAXUD requires using IT system in the whole customs
community to register goods transited through the member countries. PHARE
assistance developed the customs registration IT system of Hungary which has
been integrated with that of the EU. Altogether, between 1998 and 2003 the PHARE
programme supported Hungarian customs modernization by approximately € 15
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Beneficiary

Impacts

million directly, in form of 16 institution development projects. Additionally, PHARE
support given to other sectors, such as “Agriculture” and “Justice and Home
Affaires”, have indirectly, but significantly contributed to customs modernization.
The “Finance and Customs” sector was evaluated by independent evaluators
several times during the life-cycle, with impact assessed as highly satisfactory.

Hungary

Health
Protection

PHARE assistance in the Health sector of Hungary, if compared to other supported
sectors, was less intensive. Support was fragmented into various isolated projects,
all of them having a significant, deep and sustained impact on the particular
beneficiary institution. However the impact of these projects was not deep enough
to exercise a synergic effect on the whole of health policy and medical services.
Immediately before Hungary’s accession the main issue was to develop the full
participation of Hungarian public health institutions in the activities of the respective
Community networks of epidemiological safety. The epidemiological situation of
communicable diseases in Hungary was regarded as favourable pre-accession, but
there was a great need to modernise the central and regional diagnostic capacities
of the country in order to develop a rapid reaction capacity in surveillance,
strengthening emergency response within epidemiological services. PHARE
positively supported the modernization of training for epidemiologists, continuous
professional training, the strengthening of the county public health institutes and
close integration of parallel surveillance programmes for specific diseases, in a
comprehensive health monitoring system. At the time of implementing the
epidemiological project, Hungary had 20 epidemiological laboratories, of which
Phare provided support to upgrade 7 laboratories to satisfy the requirements
needed to implement EU regulations. Following a needs assessment, an expert
group was created (mathematicians, doctors, IT people) in order to create an IT
supported information management and surveillance system. Altogether, between
1998 and 2003 PHARE supported the Hungarian public health care system by
approximately by € 9 million directly, in form of 3 institution development projects.
Additionally, PHARE support given to other sectors, such as to food safety have
indirectly, but significantly contributed to the modernization of public organisations
responsible for public health. The major projects of the “Health and Social Affairs”
sector were frequently evaluated and impact was assessed as highly satisfactory.

Latvia

Migration and
Asylum Policy

A clear sign of the PHARE contribution is the developed and strengthened policy
making, administrative and operational capacity of the authorities to effectively deal
with migration, asylum and visa issues, and improved capacity for stakeholder
consultation. In 2004, the Immigration Services of the State Border Guard were
reorganized and the former 10 services and departments of the State Border Guard
were replaced by 40 immigration units with a slight increase in personnel and at
least two immigration officers being placed in each of the regions. During the
PHARE era, inter-country migration was on a steady decline and interesting
movement trends were noted. As evidenced, 2004 was a transition year for Latvia
with added responsibility to control the processes in legal and illegal migration and
asylum. Post-accession, data collected on long-term migration of residents in Latvia
shows that 2004 saw a slight increase in inter-country migration, compared to year
2003, when it was at its lowest in the last decade. In 2004, 1,665 individuals from
other countries came to live in Latvia while 2,744 individuals left Latvia to live
elsewhere. Immigration from other countries increased by 22% in 2004, compared
to 2003, while emigration from Latvia increased by 24%.While in 2003 the number
of emigrants over immigrants caused the number of residents of Latvia to drop by
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846 individuals, in 2004 the number of residents decreased by 1,079 individuals
(source: European Migration Network). A similar tendency directly linked to the
accession was evidenced in 2004 when temporary residence permits were mainly
issued to foreign nationals wishing to reside in Latvia due to family reunification,
employment, entrepreneurial activities and studies. In 2004, decisions to issue a
residence permit to 9,702 individuals were made. A total of 31 individuals (0.3%)
were denied a residence permit. Compared to previous years, the number of work
permits issued in 2004 increased. A significant pointer also displays the importance
and benefits from the readmission agreements with the EU member states which
has seen a decreasing trend in the numbers of expelled persons from 237 in 2000
to less than half in 2001 and 2002, respectively.

Lithuania

Social Policy
and
Employment

Impact of the assistance was very positive, with considerable reform of labour
market and social policy systems and institutional capacity in the administration and
targeting of policies, support and assistance programmes, e.g. via realignment and
more effective targeting of social assistance and discretionary benefits, introduction
of a single personal identity number for social insurance/health. Measured by
standard employment and social protection statistics, e.g. participation of the
population in the labour market, rates of employment, unemployment, long-term
unemployment, the population at risk of poverty or social exclusion, etc., on which
Lithuania was usually (notably) negatively at variance with the EU average, it is now
close to average for most such statistics. But, while the population at risk
poverty/exclusion has been clearly reduced (from 41% in 2005 to 32.5% in 2012)
this is still well above the EU average. Post-accession, reflecting the right of EU
citizens to choose to live, work and study anywhere in the EU (subject to transitional
measures imposed by some of the Member States regarding access to the labour
market), the mobility rate for Lithuanian citizens living in another Member State in
2007 was 4.4% of the country’s working-age population; of whom 3.1% were
resident 4-years or less, i.e. resident since 2004 or later. As of 2013, the mobility
rate for Lithuanian citizens living in another Member State had increased to 10.7%.
This has delivered a range of benefits, e.g. workers moving to fill labour market
openings in the wider EU market, setting-up businesses, returnees bringing back
skills, languages, and experience, as well as workers sending remittances, etc.

Malta

Maritime
Transport /
Maritime
Policy

Impact of the assistance was very positive, leading to a significant improvement in
the administration and enforcement of maritime safety standards in line with the
acquis, international norms, and targets, including in the communication of policy
and norms to stakeholders. Since July 2006 Malta has been a full member of the
Paris Memorandum of Understanding on Port State Control, conducting inspections
of vessels calling at, in the anchorage areas around, or passing through Malta’s
territorial waters in accordance the standards of the Paris MoU, and the introduction
of the New Inspection Regime adopted in line with the EU’s 3" Maritime Safety
Package’. Since 2006 Malta has exceeded the target set for Paris MoU members to
conduct the inspection of vessels visiting its ports, ensuring maritime safety thus for
the regional waters: traditionally achieving an inspection rate of 30-35%, compared
to the minimum target of 25%. Deficiencies discovered via the inspections are
judged serious enough for Malta to enforce the detention of 4-7% of the vessels that
it inspects via Port State Control. In regard the safety standards of Malta ‘Flag’
vessels, Malta has significantly climbed in the listing measured by the Paris MoU:
moving from the Black List to the Grey List (in 2004) and to the White List (in 2005).
By 2012 the ‘detention-rate’ for Malta vessels had dropped to 3.18%, compared to a
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rate of 4.75% in 2005, and up to 2000 a detention-rate in excess of 10%. In
addition, a significant impact of the financial assistance has been the further
development of the capability to provide accredited maritime training courses in
Malta for seafarers and maritime professionals, notably via the Maritime Institute,
thereby ensuring that the maritime courses developed through the assistance be
further utilised and further developed by the Maltese side to provide continuity in
skill transfer in a more cost effective manner over the long-term. The Institute
currently offers 40 training courses for professionals as well as small craft owners.

Poland

Transport
Policy

The main PHARE focus was placed on the improvement/development of road and
rail infrastructure. The total of co-financing granted for investment projects in this
period amounted to 502.55 million EUR. In the years 2000-2002 twenty projects
were accepted for ISPA transport co-financing including 7 road investment projects
and 7 rail investment projects. Investment projects had a strong impact on
decreasing population marginalisation and increasing the quality of life on the
border areas. These projects had a significant impact on reduction of barriers in
socio-cultural integration of societies on different sides of the border (an increase in
knowledge on societies and areas abroad, increase of common trust, combating
prejudice, knowledge of the language). In practical terms, support to capacity
development activities was directed towards institutional development. It must be
added that based on available data the impact can be measured through
improvement of transport policies and the transport sector share in economic
activity that underwent major changes. More specifically this concerns the structure
of transportation business in Poland and the increased passenger volumes e.g.
road passenger transport, rail transport etc. The growing role of road transport in
Poland is attributed to the increasing share of services delivered under transnational
support owing to EU accession. This way the Polish firms were also able to provide
transport services with foreign countries and cabotage. Two indicators are
supportive of this: increase of international transport services as a share of total
transport and increase in transport services with foreign countries (cabotage as a
share of international transport). Another case in point is the cargo transport. From
an ex-post perspective comparable data with EU average shows that Poland’s
cargo transport volumes grew much faster than GDP in the post-accession period
while in the EU the same indicator rose at a similar rate.

Romania

Cross Border
Cooperation

Impact of the assistance was good in terms of institution building, of the bodies in
charge of programme management and implementation, and in terms of the
development of local capacity, depth and intensity of cross-border cooperation. An
indicator of the former is the very limited decommitment CBC programmes
managed by Romanian institutions faced in the 2007-2013 period (e.g. roughly 4
million € in 2011 in the case of the Romania-Bulgaria Programme). Grant schemes
notably provided high visibility thereby promoting the core objective of ‘good
neighbourliness’, fostering behavioural change of beneficiaries as it induced a
project management and strategic planning approach in cooperation with cross-
border counterparts. Impacts in terms of sustained partnership were stronger at the
Romania-Bulgaria and Romania-Hungary borders, where CBC cooperation was
initiated earlier. A number of the partnerships prepared the way for further
cooperation post-accession. CBC infrastructure projects had some economic impact
at a local level, but funding for CBC programmes were too limited for significant
economic impact to be registered. Local authorities do not seem capable to produce
and deliver data on economic impact indicators for investments, overall, including
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PHARE investments, as their evaluative thinking is rather limited. At local level CBC
changed institutional and policy behaviour among beneficiaries as it induced an
approach to project management, as well as to strategic planning, done in
cooperation with cross-border counterparts e.g. the two municipalities in partnership
prepared the investment profile of the Ruse-Giurgiu region (Romania-Bulgaria
border). Likewise “people-to-people” projects prepared the way for further
cooperation and initiation of larger projects both under Phare and 2007-2013 CBC
programmes. Impacts in terms of sustained partnership seem to be stronger at the
Romania-Bulgaria and Romania-Hungary borders, where CBC cooperation was
initiated earlier. “Cooperation led to more cooperation” also under Phare CBC,
although its depth and intensity is still to be developed in comparison with regions in
Western Europe e.g. at the borders of Germany, Belgium and the Netherlands. At
least 10% of partnerships built and consolidated under Phare CBC remained in
place after 2008, mostly public institutions and NGOs and Chambers of Commerce.

Romania

Justice and
the Rule of
Law

Impact of the assistance was good, contributing to improvements in the legislative
framework (including new Criminal and Penal Codes) and in the strengthening of
the administrative and institutional capacity of the range of institutions directly
involved. While concerns existed in 2009 as to the legacy of some of the systems
and structures in place, and the direction and timeliness of reform, sustainability and
wider impact of the reforms was supported by the adoption of a multi-annual
strategy in 2010 for further enhancing the efficiency and the effectiveness of
systems, e.g. the justice system has expanded to cater for new branches of the law,
while the delivery of justice has undergone further innovation, e.g. through the role
of the delegated judge (developed with Phare), clear roles of Court Managers and
Court Clerks, new IT strategy set up, etc.. In accordance with the DNA report
synthesising its results from 2005 to 2012, in the first 9 months of 2012 615
defendants (almost double in comparison with 2011 and 3 times more as in 2010)
were brought to courts, out of which 552 were convicted (similar proportions in
comparison with 2011 and 2010), apparently more than registered in Italy in the
80’s during the famous anti-mafia operation “Mani Pulite”. Trend constantly rose
since 2005 for these two indicators. About half of the finally convicted persons held
important positions (dignitaries, among which 1 prime minister, mayors, vice-
mayors, under prefects, magistrates etc.). According to the 2013 Report on the
state of Justice in Romania, the number of solved cases increased with 52.454
cases in 2013 in comparison with 2013, the increase being in 2013 of 38,51% in
comparison with 2009. In 2013 the number of cases solved in 6-12 months
increased with 29.9%, ECRIS, the electronic case-tracking and management
system covering 100% the judicial system. At a macro level, the Regulatory Quality,
Rule of Law and Control of Corruption, sub-indices of the WB Good Governance
index, have slowly, but positively evolved particularly since 2004-2005.

Romania

Public
Administration
Reform

Impact and sustainability of the assistance was largely limited, due to the insufficient
commitment for continuation of the reform strategy and the economic crisis of 2008-
2009 resulting in strict measures to limit budgetary spending. Many of the results
achieved, e.g. a unified system for remuneration of civil servants, improvement of
the policy formulation process at central level, modernisation of the management of
decentralised services in local administrations, were not rolled-out in follow-up to
the assistance. The key impact of the PHARE support was the development of the
capacity of the National Agency for Civil Servants, which has continued to provide
advocacy for promoting reforms. Furthermore, post-accession Romania’s National
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Reform Plan 2007-2011 failed to take account of the 2004-2007 PHARE projects
under implementation in the period 2007-2010 as PAR instruments, providing clear
evidence of the fragmentation between PHARE and subsequent developments in
the sector. Judging by the challenges identified in the 2014 Partnership Agreement
between Romania and the EU as regards public administration i.e. politicization of
the public administration, misallocation of public funds, fragmented public
administration, lack of trust, resistance to change and lack of initiative, excessive
bureaucracy, lack of transparency, de-professionalization, the results achieved
under PHARE (and the limited SFs implemented until 2013) have had limited impact
at sector level. Only in 2012 did the government start taking appropriate measures,
as a result of external pressure of the EU and World Bank, starting to use tools
developed under PHARE (e.g. strategic planning). This is obvious also in the values
of the Government effectiveness sub-indicator of the WB Good Governance index,
which started increasing initially in 1998 and in 2012, in the last case from 43.5 to
52.6. Annual Reports produced by the National Agency for Civil Servants on the
management of public function and civil servants do not contain explicit
performance indicators to be used for monitoring and evaluation purposes.

Slovakia

Agriculture

The Policy Advisory Unit assisted the Ministry of Agriculture in reviewing and
formulating agricultural policy and in the establishment of working groups looking at
the adoption of the full acquis (structural issues, veterinary and phytosanitary
matters, forestry, water management, etc.). PHARE also provided assistance to the
continued modernisation and reconstruction of land registration and integrated
cadastral information services in support of the restitution and land consolidation
process, land market development, privatisation of rural and urban areas, thus
meeting the socio-economic and environmental needs of the country. PHARE also
improved the availability of geographic information systems to develop digital and
similar products (aerial photography of 6.000 km2 of Slovak territory) for users such
as public, governmental and private sector, local authorities, regional authorities
(physical planning, environmental protection), banks (land market, mortgaging), etc.
Labour productivity in the agricultural sector increased from € 3999 in 2002 to
€ 4552 in 2005. Slovakia actively participates in pesticides risk assessment peer
reviews at the European Food Safety Authority. The Slovak representatives started
to participate in pesticides risk assessment peer reviews at the European Food
Safety Authority. Also chances existed for the CCTIA to perform the co- rapporteur
role (together with France) on the chemical active substance dossier in 2008-09,
thus Slovakia seemed to be more pro-active in participation at the EU system of
PPP compared to the past. The CCTIA labs now better comply with quality
standards and the GLP. The delivered equipment for the labs and the WRI among
others helped to achieve the EU standards in safety of food supervision.

Slovakia

Civil Society
Development

There was at least local impact of support for community development of Roma
settlements via functioning of 10 community centres though these pilot activities did
not have a countrywide replication. However, for a broader impact, the assistance
called for more concrete outputs of all the key areas covered: housing, health,
unemployment, education. The unemployment strand of the assistance brought
some impact notably on the employment of adult Roma in the selected regions —
about 600 Roma trained and 150 placed in companies for on-the job experience.
For the education strand, to bring broader impact the country-wide distribution of
project results was not assured, such as working materials for primary schools (as
now only 70 schools are included) and curricula for vocational training (only 4 are
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now participating), pending on the missed approval of the Ministry of Education
(such as basic pedagogical documentation for secondary schools). Impact of the
assistance was not broad enough. Although PHARE was a pilot in the area of Roma
projects there are still issues to be solved in the future. According to the Atlas of
Roma Communities (2013), 16.73% of them have not finished elementary schools;
28.05% have finished elementary schools; 4.98% have finished special schools.
5.74% have finished secondary schools; 2.80% attend secondary schools.
Inhabitants that graduated from universities make up 0.18%; universities are
attended by 0.36%. According to research issued in 2011-2012 by the World Bank,
UNDP and EC: in selected communities with a high percentage of the Roma:
kindergartens were attended by 28% of children aged 3-6; on average, less than
one third of the Roma is employed, with one third of Roma respondents saying they
were unemployed, 20% have no health insurance, and 90% are in risk of poverty.

Slovakia

Private Sector
Development

PHARE played a substantial role to support the change of approach to FDI sector
development, and in supporting establish the ‘one-stop-shop’ institution idea that
has worked well, facilitating hundreds of successful FDI cases and the creation of
associated jobs, economic activity etc. During the period before joining the EU,
SARIO successfully closed around FDI 20 cases a year (in 2002 SARIO concluded
25 investment projects with the total amount of 311 MEUR). In the following years
the situation has much improved (in 2007 SARIO concluded 67 FDI projects with
the total amount of 1.3 billion EUR, creating almost 15 000 jobs). What is more, the
need and motivation to attract the FDI led to further Phare support to building
industrial parks (almost 20 established), regional development projects and to
cross-institutional dialogue as for example communication on FDI among
universities, municipalities and ministries. Like everywhere in the world, in Slovakia
also there was a decline of foreign direct investment after 2008 due to the economic
recession. This was reflected by a continuous increase in FDI, which had lasted
since 2002. This situation was relieved by stagnation at around $50 billion in 2008.
Current stock of FDI is $51.3 billion. The greatest interest in investing in Slovakia,
have the investors from the Netherlands, Hungary, Austria, Germany, Italy, France,
Sweden and South Korea. By 2006, FDI flows were mainly in traditional sectors.
Important investment flowed in Slovakia in the area of banking as a result of the
restructuring of the banking sector. At present, FDI is focused primarily in electrical,
engineering, automotive, rubber, metal, wood, furniture, and paper industries as
well as wholesale. There is expected further investment in the energetics. Positive
feature of FDI enterprises is the development of production with higher added value.

Slovenia

Environment
Policy

Overall, the impact of PHARE assistance in the sector of environment was positive.
Effective transfer of know-how and specialised equipment and establishing
important institutional and financial mechanisms contributed to capacity
development within the public administration for application and enforcement of the
environment acquis and within business for compliance with the acquis. In its
Communication on accession strategies for environment in 1998 the Commission
underlined that compliance with the EU environmental acquis was justified both for
environmental and economic reasons. The accession, respectively alignment with
the acquis had a long-term positive impact on nature and human health. Thus,
assisting environmental sustainability, PHARE indirectly contributed to the
sustainable development of Slovenia, e.g. the reduced carbon (CO2) intensity of
energy use (Index year 2000 = 100; declining to 95.2 in 2011); and the reduced
level of municipal waste (600 kg per capita in 1995; declining to 410 kg in 2011).
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However, in terms of greenhouse gas (GHG) emissions the decline is less marked.
Slovenia’s share in EU (28) GHG emissions is 2.55% (2012) and in 2012 the
emissions are still over those ones in 1990 (Index 1990 = 100). By reducing its
GHG emissions by 2% between 2005 and 2010 Slovenia remains below its target of
limiting the increase in GHG emissions to 4% in 2020. Slovenia has good progress
in respect to the share of renewable energy in gross final energy consumption. In
2012 the country surpassed the EU 28 target of 20% by 2 points (22.2%). Slovenia
has environmental protection expenditure amounting to 2.05% of GDP, which is
slightly below the average per EU 27 (2.26%).

Cross-Border
Cooperation

The impact of the assistance was mixed, reflective of the diversity of the border
regions supported via CBC programmes, and the initial lack of joint strategies for
cross border development. The upgrade of infrastructure delivered impacts of a
regional/local nature, e.g. the improved quality of drinking water, sewage treatment,
productive infrastructure, border management, emergency services, road safety,
etc. In promoting cross-border cooperation, the impact of the Joint Small Project
Funds was judged to be a highly successful mechanism for ‘people-to-people’
contacts of a cultural, economic, social nature, contributing to networking and
partnership at the border area, at the civil and municipal level. The extent to which
CBC triggered socio-economic development in the border regions is challenging to
quantify. The 2007 Phare CBC ex post evaluation concluded for programmes up to
2003 that “intermediate impacts” were achieved in terms of drinking water,
wastewater, sewage treatment, emergency services, border management,
productive infrastructure and road safety. However, some of the interventions had
limited cross-border impact (particularly in the environmental sector). Impact in
terms of regional socio-economic development at the border was limited particularly
due to the small size of funding distributed over a wide geographical area but also
to more sectors. This is valid also for 2004-2006 CBC programmes, with increased
budgetary allocations, but also for programmes up to 2003 with larger budgets (e.g.
Germany-Poland and Germany-Czech Republic). Most programmes with a physical
performance rate between 50% and 100% were Phare CBC followers (i.e. 9
programmes, respectively Italy-Adriatics, Austria-Czech Rep, Hungary-Slovakia-
Ukraine, Greece-Bulgaria, Austria-Slovakia, Poland-Slovakia, Poland-Ukraine-
Belarus, Greece-ltaly, Hungary-Romania-Serbia&Montenegro), while this group
counts for 1/3 of the programmes with physical performance rate between 100%
and 150% (5 out of 13 programmes, respectively Lithuania-Poland-Russia, Italy-
Slovenia, Austria-Slovenia, Bavaria-Czech Republic, Karelia. A limited number of
programmes have a performance under 50% (Italy-Albania, Austria-Hungary,
Greece-FYROM, Greece-Albania) or more than 150% (Saxony-Czech Republic,
Saxony-Poland and Slovakia-Czech Republic).

Multi-
Beneficiary
Programme

Private Sector
Development

Phare contributed to accelerating activities that alternatively would have occurred
much later and at a much lower scale. The support was clearly more influential
(additional) in the countries that lagged behind in the accession process. Most
often, projects could not have been launched without the Phare support as national
institutions did not have sufficient capacity. Phare delivered a number of impacts,
e.g. it helped in Bridging the gaps in knowledge of EU policies in the partner country
administrations; the Growth of entrepreneurship; the Simplification and
improvement of the administrative and regulatory framework; Improvement of the
financial environment for business, especially SME. A study by the EC’s DG for
Economic and Financial Affairs (2001) estimated additional growth of 1.3/2.1 % per
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year for the new Member States in 1994-2009, while in the old Member States
growth would be a cumulative 0.5/0.7 % higher. Similar orders of magnitude are
provided by Baldwin et al. (1997) who saw steady state real income 0.2 % higher in
the old and 1.5/18.8 % in the new Member States compared to control. A favourable
impact is also found by Breuss (2002) for most of the old Member States who see
their real GDP increase by 0.5 % over a six year period, while the Czech Republic
could gain 5-6 % after 10 years and Hungary and Poland 8-9 %. The long-run
welfare GDP equivalent estimates of Maliszewska (2003) are somewhat lower — a
negligible impact on EU-15, Hungary gains 7 % and Poland 3.4 % but, importantly,
the new Member States would lose 0.1 % if enlargement were not to happen.

Partially mixed evidence of immediate impact, but clearer medium-term benefits

The impact of the assistance was generally good, delivering medium-term benefits in a range of areas:

e Policy and capacity building reforms promoting efficiencies in the delivery of and/or greater
effectiveness in the targeting of and/or the coordination of public services, programmes and
regulatory functions and controls, for which a range of strategic plans and action plans,
administrative mechanisms, standard operational procedures and analytical tools, integrated
IT systems, etc., were introduced to enhance policy and operations, and training provided to a
significant number of officials so as to utilise them. Over the lifetime of the PHARE programme
the assistance successfully delivered such impacts through the processes of transformation,
consolidation, accession-orientation, through to the, generally, successful preparations for the
transposition of the acquis and its enactment by the countries as EU Member States, and for
full participation in the range of EU coordinated policies, strategies and EU Programmes.

e The increased awareness of the wider body of target group stakeholders, and more broadly
the wider citizenry, of the European standards, norms and values for the range of public policy
issues, e.g. gender equality, food safety, occupational safety and health, environmental

quality, public participation in policy-making, etc., including of their rights in the areas.

e Policy and capacity building reforms promoting the efficiency and/or the effectiveness of the
operations of social partners (employees and employers) and of civil society partners and
organisations to fulfil their essential roles linked to advocacy, monitoring, and engagement in

the development of and the implementation of public policies and social dialogue.

¢ Via the pilot-testing of national administrative reforms at the local level, e.g. the modernisation
of social protection monitoring systems, forecasting models and the targeting of assistance to
the vulnerable and at need, valuable lessons were learnt for the further development and roll-
out of the reforms nationally, beyond the PHARE assistance, to further enhance the impacts.

¢ Via the pilot-testing of targeted public support grant scheme mechanisms, e.g. for promoting
energy efficiency in buildings, hospitals, and schools, or for business, SME, trade and export
development, or for job-seekers, specific sub-groups of job-seekers or entrepreneurs, e.g.
women, youth, persons with disability, etc., the assistance delivered a series of immediate
benefits in terms of the individual target groups supported, e.g. jobs obtained as a result of the
training, business obtaining registration under the Eco-Management and Audit Scheme, etc.,
as well as valuable lessons for the further development and roll-out of such mechanisms.

e Via the infrastructure development investments, e.g. transport, environmental, energy,
business and human resources-related, etc., a range of socio-economic and quality of life
impacts of an immediate nature were achieved at the local/regional level, e.g. improved air
quality and monitoring, or energy efficiency of and reduced pollution by utilities, etc., which
were operational beyond the PHARE assistance, as too the further provision of support to,
e.g. start-up businesses via incubators, vocational trainees, etc., delivered via the facilities, the
lessons of which were available to undertake further developments and in other localities.
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e In addition, a significant impact of the financial assistance was achieved due to the focus of
many beneficiary institutions to the development of their in-house training capacity and
methods to ensure the institutionalisation of and the sustainability of the benefits provided in
terms of training provision, via the further utilisation and further development of training
materials to provide continuity in skill transfer in a cost effective manner over the long-term.

e Via the Twinning instrument a number of the partnerships formed were maintained on a
bilateral basis post-project, allowing both partners to continue to exchange lessons and good
practice experience. Similarly, a number of the supported institutions and trained personnel in
the new EU Member States have provided their expertise, post-accession, via participation in
the Twinning, Twinning Light and/or TAIEX instruments providing acquis and capacity building
oriented support to the present beneficiaries of the instruments (under the IPA and the ENPI).

However, while the impact of the assistance was generally good, it was partially mixed in terms of the
achievement of the intended immediate impacts in the period of the assistance provision, i.e. by the
end of project implementation period. This was primarily due to the delays and constraints
experienced, at times, in the formal approval and thereby the enactment of the policy and capacity
building reforms at the institutional level in the immediate period. Whereas it is understandable that
primary legal texts delivered as a result of the support had to go through standard legislative and
parliamentary approval, and thus the full impact of the assistance would be achieved over the
intermediate period, there were also less understandable delays in the approval and enactment of
procedural and other capacity building reforms within the full control of individual beneficiary
institutions, e.g. of strategic plans, of operational manuals and procedures, training curricula, etc., due
to the, at times, slow pace of decision-making processes at the corporate level. However, where these
issues were progressively addressed in the short- to medium-term after project completion, the
intermediate impacts of the assistance became more positive, as the reforms were formally enacted.

In regard to the socio-economic impacts of the assistance, as indicated above, the support delivered a
range of immediate impacts via the provision of small-scale grant to individual operators (economic,
social, and civil) and persons (e.g. students, youth, trainees). Presumably this also delivered benefits
to the vast majority of grantees of a longer-term nature, but the evidence to confirm this is limited as
too rarely were grantees requested to provide relevant information on their further progress, e.g. via a
brief questionnaire survey 6-months or 1-year after the completion of the PHARE support. In addition,
socio-economic impacts of an immediate and longer-term nature were delivered via the development
of physical infrastructure, notably at the local/regional level. Again, however, relevant information was
not systematically collected post-project. This was clearly a weakness in terms of assessing the
longer-term socio-economic impact of the business and the human resources-related infrastructure
support, e.g. in terms of the number of students subsequently attending vocational training centres,
the survival rate of businesses after departing from an SME incubator, etc. Ultimately, in regard to the
longer-term socio-economic impacts of the assistance, the most important impact was the contribution
to the development of administrative capacity in the countries for the delivery and targeting of higher
quality public services and the application of standards and norms in compliance with the acquis. This
has progressively delivered further socio-economic and quality of life benefits, post-accession, as the
countries have continued along the path of socio-economic development, national reform, and
convergence with the EU, e.g. six of the countries have progressed already to the adoption of the euro
(Slovenia, Cyprus, Malta, Slovakia, Estonia, and Latvia), and Lithuania will do so at the start of 2015.

Key limitations to the achievement of impacts

While overall successful in achieving positive impacts, each of the countries experienced difficulties in
doing so consistently across the programme of assistance. The key limitations in this regard were:

e From the initial period of the PHARE programme through to the end of the accession-oriented
assistance to the twelve countries, the most significant constraint to the successful
achievement of impact was the variable level of policy ownership of the beneficiaries of the
reform process. Recognising that the ten Central and Eastern European countries undertook
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significant structural reforms in the 1990s, and not always with clear political consensus on the
pace or necessarily the direction of the reforms, the level of ownership of certain major
reforms was, at times, subject to the political change of governmental priorities, e.g. public
administration, regional/local government, anti-corruption, judiciary, police, healthcare, etc.,
thereby the initial impact of the assistance in these areas, in some countries, was often
limited. While most of the countries did, progressively, build consensus on such reforms, for
some the lack of consensus or strong ownership in certain areas continued to be a constraint
over the longer-term, e.g. anti-corruption in Bulgaria, healthcare reform in the Czech Republic,
regional development / decentralisation in Hungary, public administration reform in Romania.

e The variable levels of partnership with and/or ownership of target group stakeholders: The
development of an effective partnership and communication with stakeholders as to the reform
process was not always given sufficient due attention by the beneficiaries. As the reforms
required the achievement of behavioural changes also of the stakeholders — be it inter-agency
cooperation between governmental bodies, or sectoral cooperation between governmental
bodies at the regional and local levels, or cooperation with professional, economic, social and
civil partners, etc. — this initially affected the effectiveness and impact of the assistance.

e As indicated above, the immediate impact of the assistance was also somewhat mixed due to
the delays and constraints experienced, at times, at the institutional as well as the national
level, in the formal approval and the enactment of the policy and capacity building reforms.

e The intermediate impact of the assistance was also influenced by the variable level of post-
project planning undertaken by the beneficiaries, e.g. key follow-up actions to be completed,
investments to be undertaken, milestones, targets to be met over the short- to medium-term.

e The achievement of impacts has, at times (most recently following the 2008 global financial
crisis), also faced constraints in terms of the availability of national financing, including for the
provision of sufficient staffing, to undertake the roll-out or further extension of the reforms.

What are the main indicators of the degree of integration of the beneficiary countries into the
EU, and what are the factors that have influenced the sustainability of political, institutional,
socio economic and operational results?

Sustainability of the reforms and benefits is, broadly, satisfactory
Overall, the sustainability of the impacts promoted by the financial assistance was satisfactory.

Reflecting that the most significant impacts of the assistance were achieved in respect to the
development of the regulatory, institutional, and administrative capacity of the countries linked to the
management of the EU acquis, the sustainability of these reforms is initially provided via the adoption
and enactment of the legal and regulatory acts, internal procedures etc. developed with the support of
the assistance. In addition, institutional ownership of the EU acquis driven reforms is generally good,
with the majority of beneficiaries actively engaged in the further development of the EU policy agenda,
to improve its targeting and to promote the cost-efficiency / cost-effectiveness of its implementation.
For the majority of beneficiaries the EU-agenda is clearly linked into their ministry/institution’s
corporate structures and plans, and is guided by the regular update of multi-annual action plans to
reflect current challenges and priorities for the different areas of policy, e.g. food safety.

Despite some initial difficulties in embedding the reforms and in the full transposition of the acquis as
EU Member States, the sustainability of the actions and the compliance of the new Member States
with the acquis are generally good. As indicated in the Commission’s Single Market Scoreboard — see
Figure 3 to Figure 5 on the following pages — the majority of the countries have a transposition deficit
and the number of infringement cases pending against them below the EU-27 average. The main
exception in this regard is the record of Poland in both areas, which have been above the EU-27
average since May 2007. Additionally, the transposition deficits of Slovenia, Cyprus, and Romania
have often been (and were in late 2013) in excess the EU-27 average, while the track record of the
Czech Republic has been somewhat erratic, but has now been below the average since May 2012.
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Overall, the performance of the new Member States compares favourably with the EU-27 — as
represented in Figure 5 — although there are still areas for further improvement in their performance.
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Figure 3: Single Market Scoreboard — Evolution of the Transposition Deficit
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Data Source: European Commission — Single Market Scoreboard (Performance by Member State; issued February 2014)
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Figure 4: Single Market Scoreboard — Evolution of Infringement Cases Pending
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Figure 5: Single Market Scoreboard — Performance Overview (2012-2013)
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Transposition

Single Market rules can only have their intended effects if they are completely and correctly transposed into Member
States’ national law by the agreed deadline. Transposition monitoring helps to provide an overview of Member States'
enforcement performance. On the one hand, it shows the transposition deficit (the gap between the number of Single
Market directives adopted at EU level and those in force in Member States) and the compliance deficit (number of
incorrectly transposed directives). On the other hand, it highlights Member States' efforts to ensure effective
implementation of Single Market law and encourages them to improve their performance. In this way transposition
monitoring helps to ensure the functioning of the Single Market.

Infringements

The infringement statistics highlight the number of infringements opened against Member States, point out potential
structural problems, commend any efforts undertaken to improve the resolution of cases and encourage improved
performances by Member States. As guardian of the Treaties, it is the Commission's task to ensure that both Treaty
provisions and acts adopted by EU institutions are correctly implemented and applied by Member States. If, after
preliminary consultations in EU Pilot, the Commission considers that EU rules are not being properly applied, it may
open infringement proceedings against the Member States in question. The Single Market Scoreboard therefore reflects
the position of the Commission as regards alleged infringements. It has to be born in mind, however, that Member
States may not agree with the Commission’s position as regards the alleged infringement and that only the Court of
Justice can rule definitively that a breach of EU law has occurred.

EU Pilot

"EU Pilot" is an online platform which Member States and Commission's services use to communicate and clarify the
factual and legal background of problems arising in relation to the conformity of national law with EU law or the correct
application of EU law. As a general rule, EU Pilot is used as a first step to try to resolve problems, so that, if possible,
formal infringement proceedings are avoided.

IMI

The Internal Market Information system (IMI) is an IT-based information network that links up national, regional and local
authorities across borders. It enables them to communicate quickly and easily with their counterparts abroad. IMI
contains, most importantly: (1) a multilingual search function that helps competent authorities to identify their
counterparts in another country; (2) pre-translated questions and answers for all cases where they are likely to need
information from abroad; and (3) a tracking mechanism that allows users to follow the progress of their information
requests and that allows IMI coordinators at national or regional level to intervene if there are problems.

EURES

The purpose of EURES is to provide information, advice and recruitment/placement (job-matching) services for the
benefit of workers and employers as well as any citizen wishing to benefit from the principle of the free movement of
workers. Launched in 1994, EURES is a co-operation network between the European Commission and the Public
Employment Services of the EEA Member States (the EU countries plus Norway, Iceland and Liechtenstein) and other
partner organisations. Switzerland also takes part in EURES co-operation. EURES provides its services to jobseekers
and employers through its human network of around 900 EURES advisers and other staff in the EURES host
organisations as well as via online service-tools available on the EURES portal.

Your Europe

To get the most out of the Single Market, it has to be made sure that citizens and enterprises intending to carry out
cross-border activities within the European Union find the information they need easily. This is the declared goal of Your
Europe, a multilingual public information service portal which acts as a single gateway to all further sources of
information and help, at both EU and national level. In order to better serve its users, it is structured into two sections,
one for citizens and one for businesses. The content is supplied by both the European institutions and national
governments - is clear, straightforward and jargon-free. By actively contributing to the portal, promoting the tool and
closing the information gap, Member States help remove barriers to mobility and integration in Europe.

SOLVIT

SOLVIT was created in 2002 by the Commission and the EU Member States (plus Iceland, Liechtenstein and Norway)
for citizens who move or travel abroad and for businesses that are active across borders. It provides them with fast and
pragmatic solutions to problems caused by the breach of EU law by a public authority. SOLVIT is an informal alternative
to other problem-solving mechanisms, such as national court procedures, formal complaints to the Commission and
petitions. There is a SOLVIT centre in each Member State as part of the national administration. To resolve problems,
SOLVIT centres cooperate directly with each other via an online database.

Points of Single Contact

PSCs allow service providers to: (1) obtain all information about the procedures they need to complete to provide their
services at home or in another EU country (e.g. company registration, business licences, recognition of professional
qualifications); (2) deal with all formalities via one single contact point; and (3) complete the necessary steps remotely by
electronic means. PSCs have to make it possible for users to complete administrative procedures both for national
situations (a travel agency in Rome that wants to open a branch in Palermo) and for cross-border situations (an architect
in Warsaw who wants to take on a building project in Berlin). They are encouraged to provide their services in several
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| languages and to offer personalised advice to users.

In addition to the EU acquis driven reforms, significant elements of European policy are conducted via
the ‘Open Method of Coordination’ of policy and strategy at the EU-level, to agree on the common
principles to guide the autonomous application of policy according to the different national situation
and needs of each Member State. Since their accession to the EU the sustainability of the impacts in
terms of preparation of the countries has been assured via their active participation in the coordination
of policies, including via the development of a range of national strategies and action plans to guide
the implementation of the common principles domestically, e.g. the National Reform Plan.

In many policy areas the sustainability of the impacts has also been assured via the further roll-out of
actions or of further enhancement measures utilising financing available within the context of the
EU/EC Structural Funds post-accession — addressing issues of economic and social cohesion, as well
as issues of administrative capacity — or via the provision of soft-loan support via the World Bank.

For a good number of the beneficiaries, the sustainability of the impacts has also been assured via
their in-house training and communication capacity and strategies where this was supported.
However, not all of the beneficiaries considered how to maintain and further utilise such results and
products, and it is evident that the sustainability of these results and impacts was thereby in part
troubled, notably so in the case of institutions with higher rates of staff turnover.

In regard to the infrastructure investments, the sustainability of the majority of projects, e.g.
operational costs, repairs, is assured, usually either at the national or regional/local government level
or public utility operator. For the business and the human resources-related infrastructure investments,
evaluation reports indicated that the vast majority of these continued to function. However, in a
minority of cases it appears that projects did not generate their estimated income-stream.

In regard to the sustainability of the impacts linked to support for civil society organisations, the picture
is mixed, although for those working in areas addressed within the countries by their Structural Funds
programmes these have been useful avenues for obtaining project grants. In addition, via a range of
EU strategies, action plans, or EU Programmes, opportunities also exist to assist civil society groups.
However, it clear that some of the smaller, less focused organisations supported are no longer in
existence, although in some cases the benefits of the projects have been sustained in terms of the
adoption and utilisation of their proposed tools and methodologies by the relevant governmental
agency, e.g. opportunities for consumers to access alternative dispute resolution mechanisms.

In regard to Bulgaria and Romania, the sustainability of actions is also, in part, reinforced by the
Commission’s annual Cooperation and Verification mechanism (CVM) reports; although it is evident
that risks remain, notably linked to further progress in regard public administration and justice reform.

But risks to the sustainability of the reforms and benefits exist.
The following risks to the sustainability of the impacts remain:

e For some countries, the lack of political ownership or will to complete the reforms is a threat to
the sustainable achievement and delivery of impacts, notably so in the areas: public
administration reform, justice, anti-corruption, social inclusion of minorities (notably the Roma).

e For some countries the unfinished nature of public administration reform is also a contributory
factor in terms of the level of staff turnover, and thus a threat to long-term sustainability.

e For some countries the risks have arisen due to the periodic processes of reorganisation
undertaken, which have also, for some, included the recentralisation of formally decentralised
powers, and the abolition of institutions supported over the period of the programme. This was
most evident in regard the cancellation of Regional Development Councils in Hungary (2010).

e While the countries have each made economic progress during their pre-accession and post-
accession period, each does still remain below the EU-27 average for GDP per capita. In this
regard the availability of public financing to process the reforms remains a constraint for some.
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Integration of the Countries into the EU has been, overall, Successfully Developed
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Figure 6: Evolution of GDP per capita (PPS) as a % of EU-27
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3.2.  Socio, Economic and Institutional Impact of the Enlargement Process

To what extent have the development patterns and institutional and policy behaviour of the
beneficiary countries been affected by the accession process and represent the outcomes of
the process of reform and economic and political transition put in place through PHARE?

At the turn of the millennium, the politics of EU enlargement aimed at creating a pre-accession
strategy for applicant countries. Candidate countries had to satisfy the economic and political
conditions known as the “Copenhagen criteria” in order to become Member States. This included the
requirement of establishing a stable democracy, respecting human rights, building a functioning
market economy and adopting the common rules, standards and policies that make up the body of EU
law, i.e. harmonising their legal systems with that of the Acquis Communautaire.

The financial funds supporting these aims were the following®®:

e Phare (since 1989), aimed originally at institution building / capacity-building and investment
financing, which in 2000 was extended to preparing the candidate countries for accession,
meeting the so Copenhagen criteria. Phare disbursed 6.8 billion EUR between 1990-1999 and 9
billion EUR between 2000-2006.

e ISPA (since 2000) financed investments in environment and transport. ISPA disbursed 2,9 billion
EUR between 2000-2006.

e SAPARD (since 2000) targeted the long-term adjustment of the agricultural sector and rural areas,
prepared candidate countries for the conditions of receiving support from the Common Agricultural
Policy. SAPARD disbursed 2 billion EUR between 2000-2006.

e Transition Facility (between 2004-2006) was an additional fund financing the strengthening of
administrative capacity of new Member States to implement and enforce Community legislation
and to use EU funding more efficiently.

Phare without any doubt influenced the development of new member states. It must be necessary to
keep in mind that each country that tried to join the EU had a unique starting position and used
individual approach and in many cases a lot of additional national sources. Therefore it is very difficult
to construct a clear causality between Phare interventions and impacts achieved. The financial crisis
put new member states in a fiscal constraint and their administrative capacity was also influenced in a
negative way.

e According to Mr. Barroso there are four strategic benefits of enlargement27:

o ,Makes us more prosperous. A bigger Europe is a stronger Europe. In 2012, EU GDP was
23% of world GDP, amounting to €13 trillion. Accession benefited both those countries
joining the EU and the established member states. As the EU expands so do opportunities
for our companies, financial investors, consumers, tourists, students and property owners.

o Helps improve the quality of people's lives through integration and cooperation in areas
like energy, transport, rule of law, migration, food safety, environmental protection and
climate change. Enlargement helps us ensure that our own high standards are applied
beyond our borders, which reduces the risks of EU citizens being affected for example by
imported pollution.

o Makes Europe a safer place. Through the accession process, the EU promotes
democracy and fundamental freedoms and consolidates the rule of law across the

%  Source: “From Estonia to Romania - the biggest enlargement in EU history.”

http://ec.europa.eu/budget/library/explained/fag/fiche_cost_enlargement_en.pdf
7 10th anniversary of the 2004 enlargement — strategic benefits, impact and the current enlargement agenda,
Brussels, April 2014
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aspirant countries, reducing the impact of cross-border crime. Current enlargement policy
is reinforcing peace and stability in South East Europe and promoting recovery and
reconciliation after the wars of the 1990s.

o Gives the EU more influence in today's multi-polar world: we need to continue projecting
our values and interests - beyond our borders. An enlarged Union enhances the soft
power needed to shape the world around us."

It is impossible to cover all sectors (for more details and additional data see the case studies and
annexes) and therefore relevant four indicators were selected to be analysed as following:

e Economic Development
¢ Innovation

e Labour

e Government

Economic Development

This part focuses among others (for more see Annex 4) on the GDP development (Table 3) and
regional disparities (Table 4).

While regional discrepancies exist, European firms benefit from a bigger and more diversified market.
Enterprises in the new member states have become part of the pan-European supply chain, helping
them restructure their production systems and increase their exports.

In the boom years leading up to the financial crisis of 2008/, Western European banks moved
aggressively into emerging Europe. Austrian, Italian, and Swedish banks were especially active;
Belgian, French, and Greek banks a little less. Almost 80 percent of the banking sector in some
countries that looked to Europe for trade and finance, such as Bulgaria, Croatia and the Czech
Republic —were foreign-owned. It was big business. In 2007, Austria’s big business of the bank’s had,
directly or through their subsidiaries, about $300 billion in assets in emerging Europe, equivalent to
almost 80 percent of the country in gross domestic product (GDP). A fifth of the loans of Swedenduct
are to customers in the Baltics. Italy customers in the Bt Group had the biggest stake in the banking
systems of Central and South-eastern Europe, spanning 17 countries.

Today, Eastern Europe accounts for about a tenth of the portfolios and profits of Unicredit, Raiffeisen,

Erste, Swedbank, and SEB. The head of Raiffeisen Bank International expects Western European
banks to stay and grow in Eastern Europe: The region still has a lot of catching up to do to reach the
economic level of Western Europe. We will continue to benefit from this process at least in the next

one and a half to two generations”.?®

Immediately after accession GDP growth was recorded in the New Member States (see Annex 4,
Table 1) like especially Slovakia and Baltic States. Growth was the highest in the services sector
(including telecommunication and banking), followed by industry (including construction). Export
growth provided much of the momentum in the catching-up process in Central European countries.
Due to FDI and subcontracting relations (some parts of products were produced in new member state,
the car industry is a good example, e.g. Porsche Cayenne after few years of subcontracting in
Slovakia will be the first Porsche completely produced outside Germany in 2015), this growth had a
spill-over effect and fostered growth in the original Member States.

% Golden Growth, Restoring the lustre of the European economic model, World Bank, 2011
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Table 3: Real GDP per capita (€ per inhabitant) %
Country 2004 2013 Progress Rank
EU (27 countries) 22200 23300 +4.85%

Luxembourg 62700 62400 -0.5% lin EU
Bulgaria 2800 3800 +35.71% 12
Cyprus 18000 16400 -8.9% 1

Czech Republic 9600 11300 +17.71% 4
Estonia 7600 9600 +26.32% 5
Hungary 8400 9000 +7.14% 7

Latvia 5200 7100 +36.54% 10
Lithuania 5800 8500 +46.55% 9
Malta 11900 13800 +15.97% 3
Poland 6200 8600 +38.71% 8
Romania 3600 4600 +27.78% 11
Slovakia 6700 9500 +41.79% 6
Slovenia 13800 14800 +7.26% 2

Source: Eurostat
The table above shows the progress made by new member states since 2004. EU made a progress

and during the period 2004-2013 increased this indicator by 4.85%. Luxembourg is the EU leader in
this category in spite of being more-or-less stagnating during the period.

The comparison of the amount of EU pre-accession funds coming to new member states with the
amount of financial loans shows the importance of the EU aid during the pre-accession period.

? GDP includes goods and services that have markets (or which could have markets) and products which are
produced by general government and non-profit institutions. For measuring the growth rate of real GDP, the GDP
at current prices are valued in prices of the previous year and the thus computed volume changes are imposed on
the level of a reference year; this is called a chain-linked series. Accordingly, price movements will not inflate the
growth rate. Real GDP per capita is calculated as the ratio of real GDP to the average population of a specific
year. It is often used as an indicator of how well off a country is, since it is a measure of average real income in
that country. However, it is not a complete measure of economic welfare. For example, GDP does not include
most unpaid household work. Neither does GDP take account of negative effects of economic activity, like
environmental degradation. Real GDP per capita is based on rounded figures. Discrepancies in tables between
totals and percentages are due to rounding
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The pre-accession funds were in size fully comparable with commercial loans in new member
states. According to the EC Publication on Enlargement in 2001, ten new member states (except
of Malta and Cyprus) received in total 2759 MEUR of EU support (PHARE 1380 MEUR, SAPARD
520 MEUR, ISPA 859 MEUR) compared to total loans of 5025 MEUR (EIB 2938 MEUR, EBRD
1376 MEUR, World Bank 711 MEUR).

The figures in the box above are an indicator that could be related to the PHARE impact on the
economic growth of the new member states.

Regarding individual countries except of Cyprus all new member states were doing better than the
average of EU-27. The best progress during the period was done by Lithuania, Slovakia, and Poland.
The three best countries in absolute humbers are Cyprus, Slovenia, and Malta. Hungary due to
smaller progress has fallen from the place 5 to the place 7. Together, with figures mentioned above,
it’s possible to state that the EU membership positively influenced new member states performance in
this category. Without the integration and a relevant and quite substantial EU support it is possible to
conclude (although hypothetically) the economic growth of the new member states would be much
slower.

As described above the PHARE support was even from the size point of view comparable with for
example loans from IFls. Additional to that PHARE contributed to the transformation of the institutional
culture (according to all interviewed persons) and logically the impact of the money invested was
therefore multiplied by more developed social capital. PHARE supported the development in this area
among others by strengthening relevant institutions, like for example FDI agencies, SME agencies,
Export Development agencies etc. These agencies are still existing and adapting to the new
challenges.

For example the Euro Info Point in Hungary under the umbrella of the Ministry of Economic
Development has promoted massively the Private sector and since 2009 it took part into the
Enterprise Europe Network

It must be noticed there was no SME sector in the former socialist countries and the transition period
and PHARE especially provided a huge support to its development. The network of Business and
Innovation Centres and Regional Advisory and Information Centres covered all territory, provided
counselling, training, and financial services. Many business study visits were organised, trade fairs
supported, many commercial contacts established. Industrial parks were built to offer modern and
adequate possibilities to perspective investors. The legislation became in line with the relevant acquis
chapters and providing the framework for the further economic development. In Hungary for example
the offshore legislation had to be abolished in 2004, and although there is no exact report about what
happened with experienced professionals, most probably they found new positions in either private or
state sector. After the accession the corporate strategy of investors reacted on the new situation but
did not change dramatically that is proved by many specific examples.

Some foreign companies moved from Slovakia to Romania (like Japanese Yazaki ) but the exodus
of investors was not dramatic at all. The Eurozone was a good reason to vast majority of
companies investing in Slovakia to stay in the country and even to expand the production.
Regarding other countries the gap between the business environment in Slovakia and for
example the Ukraine showed to be bigger than expected and therefore not influencing negatively
the situation related to FDI in Slovakia.
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Table 4: Dispersion of Regional GDP per inhabitant *
Country 2004 2011 Progress Rank
EU (27 countries) n.a. n.a. n.a.

Malta 4.7 4.3 -0.4 lin EU
Bulgaria 30.9 45.5 +14.6 11
Cyprus n.a. n.a. n.a. n.a.

Czech Republic 24.8 26.2 +1.4 4
Estonia 44.3 42.1 -2.2 9
Hungary 37.8 44.0 +2.2 10

Latvia 454 36.9 -5.5 7
Lithuania 23.4 24.8 +1.4 3

Malta 4.7 4.3 -0.4 1
Poland 324 34.9 +2.5 5
Romania 30.3 40.0 +9.7 8
Slovakia 29.2 35.2 +6.0 6
Slovenia 21.3 21.6 +0.3 2

Source: Eurostat

With EU accession the new Member States have obliged themselves to implement the principle of the
free movement of goods within the Union. Consequently the regulatory framework of product
legislation needed to be transposed. A wide range of PHARE projects have facilitated the
development of Government administrative capacity in the policy areas of standardization, conformity
assessment, accreditation, metrology, market surveillance and customs. In particular, PHARE projects
on behalf of customs organisations facilitated the fight against smuggling of excise goods, and the
training of criminal services in their fight against VAT frauds.

In the sector “Internal Market”, PHARE support was extended to various types of projects, such as

e Technical Assistance (e.g. the facilitation of introducing a particular piece of European product
legislation),

% The dispersion of regional GDP (at NUTS level 3) per inhabitant is measured by the sum of the absolute
differences between regional and national GDP per inhabitant, weighted with the share of population and
expressed in percent of the national GDP per inhabitant. The indicator is calculated from regional GDP figures
based on the European System of Accounts (ESA95). The dispersion of regional GDP is zero when the GDP per
inhabitant in all regions of a country is identical, and it rises if there is an increase in the distance between a
region's GDP per inhabitant and the country mean
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e Twinning (the transfer of know how between analogous Government agencies — e.g. laboratory
accreditation boards- of various countries) and

e Supply (i.e. the financing the procurement of certain infrastructures and hardware for Government
agencies, e.g. the furnishing of market surveillance institutions with the necessary measurement
instruments).

Regional disparities are an issue in new member states. In 2011 only Latvia, Estonia, and Malta
succeeded in decreasing them compared to the situation in 2004. Bad situation remains in Bulgaria,
Hungary, and Estonia. Malta is the best performer probably due to the small size of the country.
Slovenia and Lithuania are doing also quite well.

PHARE supported the establishment of network of Regional Development Agencies, equipped them,
and trained their staff. Plus PHARE financed operational costs of the Agencies for quite a few years.
Among other the industrial parks must be mentioned as a support of regional development.

The achievements in the economic development in new member states having a base in the pre-
accession times are illustrated by many success stories.

An exellent enlargement success example is Skoda Auto. The automaker from the former
Czechoslovakia, began as a bicycle manufacturer. The collapse of communism left Skoda in a
difficult position. Its products were based on obsolete Soviet-era technologies and faced a wide
technological, design, and quality gap with Western competitors. Lada-AutoVaz, an automaker in
the Russian Federation, was in a similar state. Skoda was acquired by the Volkswagen Group,
which revamped its product range. Skoda is now the entry brand of a global group. It produces five
times as many cars as in 1990, generating profi ts for its parent, and employs nearly 25,000
workers. Lada, on the other hand, still produces cars that are not competitive in the bigger
European market.

Emerging Europe has a unique feature: a large share of its net debt positions originate in parent banks
and firms extending credit lines to their subsidiary operations, due to the tax and regulatory
advantages of such credit lines. When subsidiaries in emerging Europe are confronted with financial
difficulties, however, not only is the capital base of their subsidiaries able to provide a buffer against
negative shocks, but also parent banks and firms have been willing to convert these credit lines into
capital (World Bank 2011).

In Eastern Europe, enterprises recovered from the transition and in many cases generated
employment rapidly. Productivity patterns show that Western Europe has largely succeeded in
keeping pace with other advanced economies. Eastern Europe impressively increased in its
productivity, while the EU15 North and Continental countries also benefited from eastward outsourcing
of labour-intensive activities.

The enlargement of the EU has involved the accession of countries whose per capita GDP was
substantially lower than the EU average. However, the dynamics of their growth immediately before
and after accession was higher than that of old Member States. The regional disparities are still very
problematic. In two thirds of new member states the regional disparities are growing.

PHARE has had two main priorities, namely institutional and capacity building and investment
financing. The scale of investments has increased all over the Enlargement countries and productivity

growth, in terms of innovation and enterprises, has been also affected by PHARE®!,

Under the Europe Agreements, trade between the EU and the countries of central Europe grew
rapidly, not least because these countries reoriented their trade away from the markets of the former

1 World Development Indicators
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Soviet Union’s Council for Mutual Economic Assistance (CMEA). As their single largest source of
trade, assistance and investment, the EU soon became the main economic partner for the countries of
the region. Indeed, as early as 1994, the EU had become the most important market for exports
originating in the region, absorbing more than half of the total.

In most new Member States, EU accession gave an impetus to their export activity. During the
investigated decade, Hungary, Estonia, Slovakia and Poland were more export-oriented than the
countries of the Euro area. The financial crisis of 2008 has clearly reduced this type of export, but
immediately afterwards all new Member States have dynamically increased their exports (see Annex
4, Figure 5).

During the decade preceding the accession, foreign direct investment (FDI) has arrived to Central and
Eastern European countries dynamically, but unevenly. There was a clear concentration of FDI in the
three largest economies (Poland, Hungary and Czech Republic), which in 2004 absorbed almost 80 %
of the total accumulated inward foreign direct investment stocks.

FDI has significantly contributed to the fact that between the years 1997 and 2005 the stability of the
economies of the newly acceding countries has substantially improved, and converged to those of the
old Member States. In particular, the enlargement countries have significantly reduced their inflation
rate, interest rates and budget deficit, while somewhat increasing their indebtedness.

Regarding the FDI there was a stable and dynamic progress in all new member states during 2001-
2012. Investors appreciate very much stable political situation and therefore they were motivated to
come to relevant countries already before the EU accession. This together with the PHARE supporting
among others FDI structures and incentives based upon individual national priorities went to increase
substantially FDI in the new member states. All of them reached higher Inward FDI stocks in % of
GDP than EU-27 average that was 31 in 2012 (see Annex 4, Table 2 Inward FDI stocks in % of GDP).

The study of the World Bank has done a comparison of emerging Europe within itself and with other
: 32
regions:

~Why is emerging Europe different from other regions such as East Asia and Latin America? The
evidence presented in this chapter points to institutional anchoring as the unique strength of the
European model of finance for countries that begin their entry into this club. This is related to the
European Union. The expectation that institutions will converge to the structures that can already be
seen in Western Europe appears to be enough to spur growth. This link between foreign savings and
growth has been found to be weak in other parts of the world—it has been difficult to prosper with
someone else’s money. But emerging Europe is for the most part different. Foreign savings have
made possible the pursuit of investment opportunities.

What helped some European economies get more out of such large international financial flows than
other countries in the region? The crisis shows that this convergence is an opportunity, not a
guarantee. It should be noted, excesses and resource misallocation also took place. Thus, to benefit
from the institutional-anchoring aspects of EU membership, structural reforms are needed to persuade
markets that the vision will become a reality. “

Innovation

This part focuses among others (see more in Annex 4) on the expenditures on research and
development (Table 5), the turnover from innovation (Table 6) and the energy intensity of the economy
(Table 7).

There was no relevant statistics on young entrepreneurs during the pre-accession period. The reason
could be that after a non existence of the private sector in Eastern Europe there was a need to

%2 Golden Growth, Restoring the lustre of the European economic model, World Bank, 2011
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motivate all age groups to consider starting private businesses. The establishment of many new SMEs
fits together with a need to innovate and to be successful in a relevant competitive market.

According to statistics from 2011, there is a high correlation between the overall share of companies
innovating and the share of SMEs innovating (0.85). The EU country with the largest share of
companies innovating overall is Germany (close to 80 percent). The lowest proportion of innovating
companies, as well as innovating SMEs, is in the transition economies of Eastern Europe: Latvia,
Poland, Hungary, Lithuania, Bulgaria, and Romania.

The share of companies collaborating with others is also consistent across all firms and the
subpopulation of SMEs (correlation of 0.81). Top EU performers are the United Kingdom, Denmark,
Belgium, Estonia, and Slovenia. The least cooperation takes place in Romania, Latvia, and Bulgaria.

Table 5: Total R&D Expenditure *
Country 2004 2012 Progress Rank
EU (27 countries) 1.83 2.08 +0.25
Denmark 2.48 2.98 +0.50 linEU
Bulgaria 0.49 0.64 +0.15 10
Cyprus 0.37 0.46 +0.09 12
Czech Republic 1.2 1.88 +0.68 3
Estonia 0.85 2.18 +1.33 2
Hungary 0.88 1.3 +0.42 4
Latvia 0.42 0.66 +0.24 9
Lithuania 0.75 0.9 +0.15 5-6
Malta 0.51 0.84 +0.33 7
Poland 0.56 0.9 +0.34 5-6
Romania 0.39 0.49 +0.1 11
Slovakia 0.51 0.82 +0.31 8
Slovenia 1.39 2.8 +1.41 1

Source: Eurostat

R&D investments and patent counts are the measures of innovation used most in enterprise-level
studies linking innovation with productivity. The leading countries in business investment in R&D are
also the leading countries in patent counts.

% The indicator provided is GERD (Gross domestic expenditure on R&D) as a percentage of GDP. "Research
and experimental development (R&D) comprise creative work undertaken on a systematic basis in order to
increase the stock of knowledge, including knowledge of man, culture and society and the use of this stock of
knowledge to devise new applications" (Frascati Manual, 2002 edition §63)
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Compared to the old member states the new ones spend rather smaller amounts on the research and
development. The exceptions are Slovenia, Estonia and the Czech Republic that are comparable with
the EU-27 average.

PHARE support in this area was not so significant. For example grant schemes for innovative SMEs
can be mentioned as one of few focused tools in this aspect. PHARE heritage in the area of
innovations is broader and relates to the social capital built with the help of EU financial assistance.
Huge numbers of people were trained and offered possibilities to gain experiences from abroad and
therefore the base for “change agents” was established and a source of innovations secured.
Unfortunately the governments in the relevant countries due to financial constraints did not increase
budgets for innovations sufficiently enough. Since there is no data available on the total number of
people that received training, there is just estimation possible. Based upon the experiences of the
Slovak Evaluation Society there were about 30 000 people in Slovakia trained, coached or otherwise
educated during the PHARE period (the average of 100 such people estimated per 1 MEUR). In all
new member states the estimation is at least 500 000 people who received training. Innovative
schemes were introduced to promote new thinking at local level on local employment problems.
PHARE in such a way impacted on the early transformation of the labour markets. The living
standards in new member states increased.

Table 6: Turnover from Innovation 3
Country 2004 2010 Progress Rank
EU (27 countries) 13.7 134 -0.3
Slovakia 19.2 23.4 +4.2 linEU
Bulgaria 125 7.6 -4.9 9
Cyprus 5.6 14.7 +9.1 3
Czech Republic 15.5 15.3 -0.2 2
Estonia 11.9 12.3 +0.4 6
Hungary 7.0 13.7 +6.7 5
Latvia 5.1 3.1 -2.0 12
Lithuania 9.7 6.6 -3.1 11
Malta 22.2 7.4 -14.8 10
Poland 135 8.0 -5.5 8
Romania 16.6 14.3 -2.3 4
Slovakia 19.2 23.4 +4.2 1

% This indicator is defined as the ratio of turnover from products new to the enterprise and new to the market as
a % of total turnover. It is based on the Community innovation survey and covers at least all enterprises with 10 or
more employees. An innovation is a new or significantly improved product (good or service) introduced to the
market or the introduction within an enterprise of a new or significantly improved process
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Slovenia 14.3 10.7 -3.6 7

Source: Eurostat

This indicator relates to the flexibility of companies to react quickly on market demands, Slovakia and
Czech Republic are leaders in this aspect. Both countries are world leaders in car production per
capita and it can be one of reasons why their businesses have to perform innovations very fast.

The areas of education, training, youth and culture are primarily the competence of the Member
States. However, during EU accession the new Member States have obliged themselves to participate
in the cooperation framework on education and training policies in order to approximate national
policies. This includes the preservation and promotion of cultural diversity, and the establishment of
the legal, administrative and financial framework which is necessary to implement youth Community
programmes (e.g. Leonardo da Vinci Programme). PHARE funds were instrumental in achieving the
above goals and there are many success stories as an evidence.

Some examples:

e The PHARE programme subsidized the Tempus programme in the 1990s which after
2006 was instrumental in supporting the process of higher education reform in the
countries of Central and Eastern Europe. In particular the introduction of the Bologna
Process in new Member States was implemented by the Tempus institutions that have
been set up by PHARE.

e The PHARE Programme has supported the reform of higher education and science by
various measures. PHARE programmes such as the "Multi-Country Phare in Higher
Education Program " were instrumental in introducing and improving quality assurance
activities in various universities (e.g. in Hungary).

o Centers of Strategic Competence were established at various universities subsidized from
PHARE funds (e.g. in Estonia). The activities of such Centers focus on gene technologies,
information technology, environmental technologies, and materials sciences.

e PHARE projects provided grants for the attaining professional training courses at
universities and other educational institutions of Government Agencies (e.g. in Malta).

e Universities in all PHARE countries have been repeatedly the beneficiaries of various
Cross-Border projects.

e A wide range of elementary schools were beneficiaries of PHARE supported Information
Society development programmes and obtained access to ICT networks. (e.g. in Hungary)

This indicator benefits from the social capital gained also from PHARE support. Only people prepared
and open to changes can come with new ideas and solutions. During the PHARE period about
500 000 people were trained and many of them logically became involved in innovations in different
sectors of the society.

During the pre-accession period and even later, the relevant decision makers (and logically out of
them many that were well trained by PHARE) prepared and managed a humber of important sectoral
reforms.

Poland’s education reforms as another example of a side effect are considered a great success
supporting the innovations. By restructuring schooling, deferring tracking in secondary education,
launching curriculum reform, and boosting school autonomy, between 2000 and 2009, Poland rose
from below to above the OECD average in the OECD Programme for International Student
Assessment reading scores.
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Table 7: Energy Intensity of the Economy *°
Country 2004 2012 Progress Rank
EU (28 countries) 166.9 143.2 -23.7
Ireland 98.4 82.8 -15.6 linEU
Bulgaria 866.2 669.9 -196.3 12
Cyprus 190.1 167.0 -23.1 2
Czech Republic 465.5 355.4 -110.1 9
Estonia 551.6 481.0 -70.6 11
Hungary 306.6 268.7 -37.9 4
Latvia 382.2 328.6 -53.6 7
Lithuania 474.6 291.6 -183 5
Malta 196.2 147.7 -48.5 1
Poland 388.6 298.7 -89.9 6
Romania 515.9 378.8 -137.1 10
Slovakia 512.7 329.3 -183.4 8
Slovenia 259.2 227.7 -31.5 3

Source: Eurostat

New member states are still very much energy demanding compared to the rest of the EU. It probably
relates to the character of economy that in many cases is energy intensive.

Leaders in this indicator are Malta and Slovenia (Cyprus is kept out since its economy is not very
energy-intensive). Bulgaria is still facing some challenges in spite of the significant improvement
during the period 2004-2012.

With EU accession, candidate countries have obliged themselves to apply EU environment policy
which aims to promote sustainable development and protect the environment for present and future
generations. PHARE projects have helped these countries to implement preventive actions, to apply

% This indicator is the ratio between the gross inland consumption of energy and the gross domestic product

(GDP) for a given calendar year. It measures the energy consumption of an economy and its overall energy
efficiency. The gross inland consumption of energy is calculated as the sum of the gross inland consumption of
five energy types: coal, electricity, oil, natural gas, and renewable energy sources. The GDP figures are taken at
chain linked volumes with reference year 2005. The energy intensity ratio is determined by dividing the gross
inland consumption by the GDP. Since gross inland consumption is measured in kgoe (kilogram of oil equivalent)
and GDP in 1 000 EUR, this ratio is measured in kgoe per 1 000 EUR.
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the polluter pays principle, to fight environmental damage at source, to share responsibility with a wide
range of stakeholders, and to integrate environmental protection into other policies. The new Member
States have harmonized their legislation with over 200 major legal acts of the Acquis, covering
horizontal legislation, water and air quality, waste management, nature protection, industrial pollution
control and risk management, chemicals and genetically modified organisms (GMOs), noise and
forestry. A wide range of the above regulatory fields were accompanied and facilitated by PHARE.

Compliance with the Acquis required significant investment. PHARE was instrumental in launching
Supply projects in order to meet the needs of enforcing organisations.

PHARE also supported energy efficiency (e.g. of buildings) by various measures e.g. by setting up
loan funds for this purpose (e.g. in the Czech Republic and in Slovakia).

Examples of PHARE supported projects in the environmental field are as follows:
e Protecting the habitats of birds
e Developing the institutional framework of hydromorphological monitoring
¢ Developing an information system for nature conservation
¢ Facilitating the implementation of the Water Framework Directive

PHARE supported various Energy Saving Funds (for example in Slovakia in the cooperation with the
EBRD) and many related programmes and projects within the sector of Environment. However, it must
be said that due to economic transformation many of former socialistic factories collapsed and the
decrease of the energy demanding production happened naturally.

New member states are fairly behind the rest of the EU in the expenditures on research and
development and in energy saving production.

As the Google success story unfolded, another was in the making in tiny Estonia. In 2003, four
Estonian programmers, along with a Swedish and a Danish entrepreneur, founded Skype. A U.S.
venture capital firm, Draper and Company, provided seed capital and further investments before
eBay

took over the company in 2005. Despite ups and downs and disputes among the founders and
subsequent owners, the company was sold for $8.5 billion to Microsoft in 2011. Skype’s success
demonstrates that Europe can produce young, innovative companies.

Greenhouse gases constitute a group of gases contributing to global warming and climate change.
The EU is signatory of the Kyoto Protocol, an environmental agreement adopted by many of the
parties to the United Nations Framework Convention on Climate Change (UNFCCC) in 1997 to curb
global warming, which covers greenhouse gases.

During the investigated decade, greenhouse gas emissions of new Member States have either
stagnated or moderately decreased. The total emission of PHARE countries has decreased by 7%,
while emission of the total of EU28 has decreased by 13%. The observed decrease of greenhouse
gases was partly attributable to measure of environmental policies, and partly to autonomous market
processes leading to deindustrialisation.

During the investigated decade, the biggest polluter of greenhouse gases was and remained Poland,
where the economy relies to a large extent on coal (see Annex 4, Figure 10).

Most EU countries motivate the production of electricity from renewable sources by contractual
guarantees of purchasing electricity at a guaranteed price. The use of renewable energy for heating
and cooling is promoted through various subsidies, loan schemes and through exemptions for building
owners from property tax.
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During the investigated decade, the share of energy from renewable sources has gradually and
significantly increased in the new Member States.

Regarding the share of renewable energies, the performance of Baltic countries, Romania and Malta
is significantly better than the EU average (see Annex 4, Figure 11).

The Baltic States have narrowed the gap with the United States in access to venture capital and in the
quality of science and universities. But even they still depend on decisions in Brussels to address the
weaknesses in the single market for modern services. Constraints are exacerbated by Europe's
sluggish labour markets, which slow the adoption of new technologies and the shift in effort from old
and stagnant to new and growing sectors. %

Labour

This part focuses among others (see more in Annex 4) on the total employment rate (Table 8),
unemployment of young people (Table 9) and the risk of poverty (Table 10). The basic question is
whether new member states provide sufficient amount of jobs in general and especially to young
people and whether the risk of social exclusion is growing.

An important fact is that the decrease in labour force participation varies considerably across
European countries. The main reason is that fertility rates in Europe range from around 1.2 to 1.5 in
the Eastern, Central, and Southern European countries, to 1.6 to 2.0 in the Benelux and Northern
European countries. This is lower than the demographic replacement rate of 2.1 required to keep the
size of the population stable.

Given the low patrticipation rates in many European countries, there is room to improve and to stem
some of the decline of the European labour force. To encourage people to participate, incentives for
work must be aligned to ensure that work pays for both the employee and the employer. This could
require, among other policy reforms, significant changes on labour taxation and social benefit design.

Women constitute 50 percent of the working-age population, and they are increasingly more
educated—more than men among younger cohorts—than men. Even if their entry into the market in
larger numbers does not produce the payoff in additional workers that increasing the retirement age
does, it could have a large productivity payoff. Increasing female labour force participation would
require interventions that allow women to better juggle multiple roles by providing, for example, child
care facilities and flexible work arrangements. >’

Table 8: Total Employment rate (in %) *
Country 2004 2013 Progress Rank
EU (27 countries) 67.4 68.5 +1.1
Netherlands 74.9 76.5 +1.6 linEU
Bulgaria 60.1 63.5 +3.4 11

% Golden Growth, Restoring the lustre of the European economic model, World Bank, 2011

37 Golden Growth, Restoring the lustre of the European economic model, World Bank, 2011

% The employment rate is calculated by dividing the number of persons aged 20 to 64 in employment by the total
population of the same age group. The indicator is based on the EU Labour Force Survey. The survey covers the
entire population living in private households and excludes those in collective households such as boarding
houses, halls of residence and hospitals. Employed population consists of those persons who during the
reference week did any work for pay or profit for at least one hour, or were not working but had jobs from which
they were temporarily absent
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Cyprus 74.9 67.1 -7.8 6
Czech Republic 70.1 72.5 +2.4 2
Estonia 70.6 73.3 +2.7 1
Hungary 62.1 63.2 +0.9 12
Latvia 69.3 69.7 +0.4 4
Lithuania 69.0 69.9 +0.9 3
Malta 57.9 64.9 +7.0 8-9
Poland 57.3 64.9 +7.6 8-9
Romania 63.5 63.9 +0.4 10
Slovakia 63.7 65.0 +1.3 7
Slovenia 70.4 67.2 -3.2 5

Source: Eurostat

Just the Baltic States and the Czech Republic are above the EU-27 average. Poland made the most
significant progress during the period 2004-2013. Hungary is the worst in this category.

Under the Labour Market sector many related PHARE projects were implemented. PALMIF (Pro-
Active Labour Market Intervention Fund) supported pilot projects in the area of employment of
vulnerable and marginalised groups. For example in Slovakia PALMIF supported in three rounds
about 50 projects focused on improvement of the Roma community living conditions , women
entrepreneurs, former alcoholics employment, prisoners, former drug addicts etc. Each round finished
with a closing discussion forum in which participants presented their projects in front of ministerial staff
and decision makers, EU Delegation representatives, media representatives, evaluators etc. This
instrument helped to prepare relevant institutions and professional staff for EQUAL initiative. Also the
development patterns related to incomes varies in different enlargement countries. The GINI index is a
suitable tool to compare EU member statessg.According to the table, the GINI index in EU-28 was 30.6
in 2012. In the same year Slovenia had the lowest (23.7) and Latvia highest (35.7) GINI index. For an
illustration among OECD countries, Iceland had the lowest (24) and Chile highest (50) GINI index.

All new members of the European Union decided to introduce legislated minimum wages compared to
several older members that do not have legally binding minimum wages. An effective minimum wage
is secured through the collective bargaining process in Austria, Denmark, France, Germany, Italy, and
Sweden. Generally, legislated minimum wages in the European Union’'s new members are
considerably lower than the legislated or effective minimum wages in the older member states. Over
the past decade, however, these have been on a clear upward trend. Since 2000, the minimum wage
as a percentage of average wages has risen fastest in Bulgaria and the Czech Republic.

Using the OECD’s measure of the strictness of employment protection the least restrictive conditions
for employers are in Denmark, Hungary, Ireland, and the Slovak Republic.

% http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&language=en&pcode=tessi190
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Table 9: Unemployment Rate by age group — less than 25 years (in %) *°
Country 2004 2013 Change Rank
EU (27 countries) 19.0 23.3 +4.3
Austria 9.7 9,2 -0.5 linEU
Bulgaria 24.3 284 +4.1 10
Cyprus 10.2 38.9 +28.7 12
Czech Republic 20.4 18.9 -15 3
Estonia 23.9 18.7 -5.2 2
Hungary 15.5 27.2 +11.7 8
Latvia 20 23.2 +3.2 6
Lithuania 23.1 21.9 -1.2 5
Malta 16.6 13 -3.6 1
Poland 39.6 27.3 -12.3 9
Romania 21.0 23.6 +2.6 7
Slovakia 334 33.7 +0.3 11
Slovenia 16.1 21.6 +5.5 4

Source: Eurostat

For an explanation, the table above contains in the “Change” titled column positive figures when the
youth unemployment goes up and negative ones when it goes down and therefore the situation
improves. Poland improved the most during the period 2004-2013. Malta, Estonia, and the Czech
Republic are the leaders in this category. Cyprus worsened by almost 30 percentage points and
together with Slovakia ranked the last. In both countries the unemployment of young people seems to
be an issue.

PHARE covered in some cases also the employment of young people. A good example is the PHARE
project in Hungary aiming at the integration of the Roma youth. Young people were targeted for
example by few projects motivating them to participate in parliamentary elections. The important
systematic measures on the national level were also not supported and therefore the issue was
somehow forgotten as it was in the EU itself.

a0 Unemployment rates represent unemployed persons as a percentage of the labour force. The labour force is
the total number of people employed and unemployed. Unemployed persons comprise persons aged 15 to 74
who were: a. without work during the reference week, b. currently available for work, i.e. were available for paid
employment or self-employment before the end of the two weeks following the reference week, c. actively seeking
work, i.e. had taken specific steps in the four weeks period ending with the reference week to seek paid
employment or self-employment or who found a job to start later, i.e. within a period of, at most, three months.
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Despite overall success in increasing student enrolment, the quality of education needs to be
improved. The picture of education quality in Europe is diverse. For some countries (Bulgaria and the
Czech Republic), the performance in cognitive tests worsened between 2006 and 2009. Worrisome for
labour market outcomes, upper secondary and tertiary education students may be graduating with the
wrong skill sets*. There is evidence that after the transition, the obsolescence of technical skills was
not addressed and that vocational education systems have not performed well. As a result, employers
today often assert that it is difficult to find graduates with adequate technical skills.

The movement of people within the European Union is one of the Four Freedoms, and probably the
one that comes most immediately to the average European and when asked why the European Union
is important. The Eurobarometer survey in 2005 showed that European citizens view geographical
mobility positively. Yet, a large majority (almost 70 percent) had no intention of moving in the near
future. However, this may be changing. The same survey showed that mobile Europeans are younger
and have higher levels of education than those who have no intention of moving. In these respects,
they are similar to mobile people in many countries, both wealthy and poor. Students in Europe are
among the most mobile, enthusiastically taking advantage of such cross-border education programs
as Erasmus. For many, these programs lead to longer-term resettlement

Table 10: People at Risk of Poverty or Social Exclusion (in %) *?
Country 2005 2012 Progress Rank
EU (27 countries) 25.7 24.8 -0.9
Netherlands 16.7 15.0 -1.7 lin EU
Bulgaria n.a. 49.3 n.a. 12
Cyprus 25.3 27.1 +1.8 7
Czech Republic 19.6 154 -4.2 1
Estonia 25.9 23.4 -2.5 5
Hungary 321 324 +0.3 8
Latvia 46.3 36.2 -10.1 10
Lithuania 41.0 325 -8.6 9

“! Golden Growth, Restoring the lustre of the European economic model, World Bank, 2011

2 The Europe 2020 strategy promotes social inclusion, in particular through the reduction of poverty, by aiming to
lift at least 20 million people out of the risk of poverty and social exclusion. This indicator corresponds to the sum
of persons who are: at risk of poverty or severely materially deprived or living in households with very low work
intensity. Persons are only counted once even if they are present in several sub-indicators. At risk-of-poverty are
persons with an equivalised disposable income below the risk-of-poverty threshold, which is set at 60 % of the
national median equivalised disposable income (after social transfers). Material deprivation covers indicators
relating to economic strain and durables. Severely materially deprived persons have living conditions severely
constrained by a lack of resources, they experience at least 4 out of 9 following deprivations items: cannot afford
i) to pay rent or utility bills, ii) keep home adequately warm, iii) face unexpected expenses, iv) eat meat, fish or a
protein equivalent every second day, v) a week holiday away from home, vi) a car, vii) a washing machine, viii) a
colour TV, or ix) a telephone. People living in households with very low work intensity are those aged 0-59 living
in households where the adults (aged 18-59) work less than 20% of their total work potential during the past year.
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Malta 20.5 23.1 +2.6 4
Poland 45.3 26.7 -18.6 6
Romania n.a. 41.7 n.a. 11
Slovakia 32.0 20.5 -11.5 3
Slovenia 18.5 19.6 +1.1 2

Source: Eurostat

The Czech Republic is the leader in this category and its performance is fully comparable with the
Netherlands that is the best EU country in this aspect. Slovenia and Slovakia are also doing quite well
and Poland is the country with the best progress. In Romania and Bulgaria almost half of their
inhabitants are at the edge of poverty or worse.

The Czech Republic is also leading in all three analysed categories in the tables above and therefore
is the best performer in the respective field. Poland made substantial progress and deserves attention.
Romania, Bulgaria, and Slovakia are the countries that, based upon the results mentioned in the
tables above, should focus more on future improvements.

PHARE did a good job in supporting the Civil Society in the countries during their accession process.
Foundations for Civil Society were established and together with other big donors supported various
projects relevant to the issue. PHARE was one of instrumental tools to educate first social workers,
managers of social projects and to promote social work in the public.

For the future European labour market, potential labour sources are immigrants, women and Roma
population. For example, in Bulgaria and Romania, the share of the Roma working-age population
with at least some secondary education is 60 percentage points lower than that of the non-Roma. Not
surprisingly, there are also significant gaps in the labour force participation of the two groups,
especially among women. In some countries, the Roma could be a quarter of labour market entrants
in the near future. Helping them become more productive is not only a matter of social inclusion, it
could also increase economic growth. *®

During the 1990s, the Central and Eastern European countries were faced with sharp decline in
employment and a rapid increase in unemployment. These dramatic changes were mostly the result of
structural adjustments associated with the transition to a market economy and the loss of the export
markets of the former socialist countries. Fast transformation of economy leading to problems related
to a high unemployment challenged a lot also the pre-accession funds including PHARE. PHARE
reacted by a design of relevant interventions such as a support to preparation of proper strategies and
legislation for relevant ministries, support (both in the terms of equipment and technical assistance) to
networks of labour offices and support to specific projects trying to improve the labour market situation
(in the form of grant schemes).

There are still many challenges related to the European labour market. Undoubtedly, the European
Union is the most integrated region in the world, and migration between EU countries is higher than in
other world regions. The European ambitious aim is a fully integrated labour market with no borders.
Against this yardstick, Europe still falls short. Significant challenges to improving labour mobility, even
within European countries, remain. The social costs supporting the mobility should be increased. But
the costs related to education, housing, and health care can and should be reduced.

However, according to the World Bank the average retirement age in some EU countries is lower than
what would be economically efficient. Long-term unemployment of some groups could also be

3 Golden Growth, Restoring the lustre of the European economic model, World Bank, 2011
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a problem from the long-term perspective. Pro-active behaviour of unemployed people should be
motivated. Even in the case of optimistic scenario of the labour market development, Europe would
not be able to prevent its labour force from aging and future EC policies should reflect it.

Government

This part focuses among others (see more in Annex 4) on the ease of doing business (Table 11),
economic freedom (Table 12), and corruption perception (Table 13).Enlargement has significantly
contributed to the improvement of the business climate and enhanced economic freedom, however,
the impacts on the level and the perception of corruption are controversial. Even more important is the
need and a capacity to reform.

Table 11: Ease of doing business
Country 2013 Rank in the world Rank
Bulgaria 58 9
Cyprus 39 5
Czech Republic 75 11
Estonia 22 2
Hungary 54 8
Latvia 24 3
Lithuania 17 1
Malta 103 12
Poland 45 6
Romania 73 10
Slovakia 49 7
Slovenia 33 4

Source: World Bank

EU top countries in the ranking are: 5" Denmark, 10™ United Kingdom, and 12" Finland; 189 countries
were analysed in total. The Baltic States are leading in institutional framework of doing business. The
Czech Republic and Malta are the worst.

As mentioned before, PHARE was instrumental in supporting relevant institutions. It financed many
studies and analytical works, its experts came up with proposals for legislative improvements. From
the comparative table above it is obvious that some countries lost momentum and the development of
their businesses to be more competitive became slower.

Another characteristic of the business development, which facilitates the adoption of existing
technologies from abroad, is the distance from the frontier. As we get further from the frontier, the
business climate is likely to worsen and the private sector become less sophisticated, such that even
the best of ideas will yield limited fruit. The table above shows an interesting trend, that the Baltic
States are leaders in the respective indicator most probably because of their taking-on and being
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closely influenced by good business ideas from Scandinavian countries and using even the advantage
of a close cooperation with their businesses.

Table 12: Index of Economic Freedom
Country Rank in the 2014 Progress Rank
world
Bulgaria 61 65.7 +0.7 10
Cyprus 47 67.6 -1.4 5
Czech Republic 25 72.2 +1.3 3
Estonia 11 75.9 +0.6 1
Hungary 51 67 -0.3 7
Latvia 42 68.7 +2.2 4
Lithuania 21 73 +0.9 2
Malta 58 66.4 -11 9
Poland 50 67 +1.0 6
Romania 62 65.5 +0.4 11
Slovakia 57 66.4 -2.3 8
Slovenia 74 62.7 +1.0 12

Source: Heritage Foundation

EU top countries in the rank are: 9" Ireland, 10™ Denmark, and 11" Estonia; 178 countries were
analysed in total. Estonia, Lithuania, and the Czech Republic are leading this category. Slovenia,
Romania, and Bulgaria are the worst. Slovenia ranking 74" in the world is surprising.

PHARE financial support helped in a strategic transition towards a market economy in new member
states (except of Malta and Cyprus). It supported all relevant institutions and covered geographically
all related regions. Different institutions and their networks were established and new important
legislation drafted and approved. PHARE helped new member states in positive developing of all
indicators covered by the Index of Economic Freedom, from property rights to entrepreneurship. The
functioning market economy was established and the new member states rank quite high among 186
analysed economies in 2014,

Table 13: Corruption Perception Index
Country 2004 2013 Progress Rank
Bulgaria 54 77 +23 12
Cyprus 36 32 -4 2
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Czech Republic 51 59 +8 9
Estonia 32 28 -4 1
Hungary 42 47 +5 7
Latvia 57 50 -7 8
Lithuania 45 43 -2 4
Malta 25 45 +20 6
Poland 69 39 -30 3
Romania 89 71 -18 11
Slovakia 58 61 +3 10
Slovenia 33 44 +11 5

Source: Transparency International

The transition to the market economy has profoundly changed the relationship between public and
private stakeholders, which in many post-socialist countries has contributed to the spreading of new
forms of corruption. The issue of corruption is regularly reported by Transparency International and
therefore is a useful tool to monitor the progress (for example in the ranking 2014 there were 177
countries analysed, while146 countries were analysed in 2004)

EU top countries in the rank in 2014 are: 1. Denmark, 3. Finland and 4. Sweden, showing a clear
leadership of Scandinavian countries in this respect.

From the new member states, Estonia, Cyprus, and Poland ranked on first three places. Poland has
significantly improved, jumping from 69" to 39" place in the world ranking during the period 2004-
2013.

The fight against corruption relates with a good governance, that means a successful management of
public institutions and funds. Public procurement, government size and red tape costs, and a capacity
to reform are important and relevant issues.

PHARE was very helpful in former socialist states to come up with a transparent and systematic public
procurement. In spite of some criticism PRAG as a public procurement tool was considered as useful
help in increasing the transparency.

Red tape cost is another interesting, relevant indicator worth of further studying. The methodology of
the estimation also varies but without any doubt the costs on administrative burden are understood as
a serious issue for the future. For example, in March 2014 George Psyllides published an article on
the red tape cost in Cyprus which was estimated 1 billion EUR a year. The electronic governance
seems to be one option how to reduce the high red tape costs in Cyprus. Issues related to red tape
must be addressed with caution, but in many countries the Commission services have entered into a
constructive dialogue with the Member State to increase the efficiency of the calls and programmes. A
somewhat related matter is the fact that a great deal of the legislation with which the Managing
Authorities have to work was put in place only recently. This new legislation was transformed to be
compatible with the acquis, but it has not yet been tested against reality. The gradual adaptation of
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this legislation to be in phase with not only the acquis but also the overall national context and the
need for efficient absorption is a lengthy process. *

The differences among Eastern European countries are according to the World Bank less striking than
the ones for Western Europe. Nevertheless, taking the EU New Member States as an example, the
need for substantial reform is evident.

Although the EU New Member States are according to the World Bank poorer than the EU12
countries, their government size (measured as government spending as a share of GDP) is about the
same. The government size declined in the EU12 from the mid-1990s to the late 2000s, but increased
in the candidate countries. Spending on pensions, health, and education as a share of GDP is higher
in the EU New Member States than in the EU12 and eastern partnership countries.

However, governments of New Member States have repeatedly shown a capacity to reform in areas
like pension, public debt ratios, health etc.

Socio, Economic and Institutional Impact of the Enlargement Process — Conclusions
The proportion of EU population living in the New Member States of the enlarged EU was 16.1%.

Public institutions have substantially developed in the New Member States supported by EU
accession. The PHARE programme was especially instrumental in driving the development. This laid
the basis for attracting sizeable capital inflows (in particular FDI), which in turn fostered additional
institutional and policy advancement.

The 2004-2007 enlargement of the EU made the European Union a bigger and more competitive trade
bloc in global comparison. In 2007 the EU was the world’s largest trader in 2007, with the amount of
import of 18.0% and export of 16.8% of the world’s total amount.

Trade between old and new member states grew almost threefold in less than 10 years preceding the
2004 and 2007 enlargements and fivefold among the new members themselves.

Central and Eastern Europe grew on average by 4% annually in the period 1994-2008. It is estimated
that the accession process itself contributed almost half to this growth e.g. 1.75 percentage points per
year over the period 2000-2008. The economic dynamism of these countries generated three million
new jobs in just six years from 2002 to 2008.

Growth in the acceding countries contributed to growth in the old member states through increased
investment opportunities and demand for their products. It contributed 0.5 percentage point to
cumulative growth of EU-15 in 2000-2008.

A larger single market is more attractive to investors: Foreign direct investment from the rest of the
world to the EU has doubled as a percentage of GDP since accession (from 15.2% of GDP in 2004 to
30.5% of GDP in 2012) with the enlarged EU attracting 20% of global FDI. The EU15 FDI stock in
EU12 reached €564 billion in 2012, 357% up from 2007.

Of course it cannot be stated that PHARE itself was the only reason for the development of new
member states. But it was an important part of a solid base that together with political, institutional and
professional efforts, lead to many positive impacts.

" EU Structural and Cohesion Funds: How to raise the absorption capacity of new Member States, Brussels, 10

June 2008
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3.3. Synergies between Accession Strategy, Policy Dialogue, and Financial Assistance

Could financial assistance have been better coordinated/aligned with reforms to improve
effectiveness, impact, and sustainability?

The PHARE programme, the main legal instrument for the provision of EU/EC technical and financial
cooperation to support the substantial process of reforms by the countries of Central and Eastern
Europe, was established by the EU in December 1989. A specific EU/EC instrument for the provision
of assistance to Cyprus and to Malta was established by the EU in March 2000. Limited institution
building assistance was also provided to the twelve countries under the temporary Transition Facility.

Overall, the financial assistance provided to the twelve countries achieved a reasonable level of
coordination and alignment with the reforms that the individual countries were undertaking, as these
evolved over the period from 1990 to the accession of the twelve countries to the EU (2004 and 2007).

Coordination and alignment of PHARE with the reforms — the ‘demand-driven’ approach

PHARE was initially designed as a ‘demand-driven’ instrument, responding to the priorities/needs as
identified at the time by the beneficiaries in light of their individual plans and pace for pursuing
transformation from a communist economic and state administrative system. This approach was
clearly relevant and appropriate, reflective of the reality that the magnitude of the reforms that the
individual Central and Eastern Europe countries were undertaking at the time was substantial, as well
as reflecting the political uncertainties on both sides (the EU and the individual countries) as to the
evolution of future relations, and therefore the clear political imperative for a full partnership approach.
While the individual countries welcomed their “return to Europe” after the enforced Cold War period of
European division, and were clearly interested to ensure their closer integration and association with
the EU, notably in terms of trade and investment opportunities so as to support their economic
integration and development, it was only in March 1994 that the one of the Central and Eastern
Europe country (Hungary) officially applied for EU membership, and in 1996 when the final two applied
(Czech Republic, and Slovenia). For the EU, while encouraging and financially supportive of the
process of stabilisation and of the reform efforts the countries were undertaking, it only clearly
recognised the countries had potential EU membership ambitions in June 1993, and a comprehensive
strategy for preparing the accession of the countries to the EU thereafter adopted in December 1994.

The individual countries were requested to establish a senior-level National Aid Coordinator (NAC) to
oversee the provision of PHARE support to the country, including in the identification of the countries’
priorities/needs for consultation with the EC (prior to final decision of the EC, after consultation with
the PHARE Management Committee, on the granting of financial assistance). In order to provide a
medium-term perspective for the reform actions the countries were encouraged to prepare sectoral
reform strategies, later advanced into national development strategies and or public investment
programme, to guide the provision of EU/EC assistance as well as that of the wider donor community.

A significant, initial focus for the PHARE assistance was therefore justifiably provided to support the
process of policy analysis, the preparation of options papers and reform plans (for subsequent
implementation) by the beneficiaries in priority sectors. These were utilised to guide the programming
of second wave PHARE sectoral reform programmes, as well as larger-scale investments facilitating
economic and trade development, infrastructure development, intra-regional cooperation and
integration into Trans-European Networks, toward which PHARE funding was progressively also
focused from 1994/1995. In addition, reflecting the clear interest of the countries to support private
sector and trade development and closer integration with the EU’s internal market, there was also an
increased focus of the PHARE support from 1993/1994 in such areas as, e.g. customs, statistics,
standards, conformity assessment, metrology, industrial and intellectual property rights, etc., as well
initial support targeted to assist in the approximation of the countries legislation with the EU acquis.

Overall, the coordination and alignment of the financial assistance with the reforms of the beneficiaries
under the ‘demand-driven’ approach was reasonable, addressing the priorities/needs linked to the
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transformation phase of the reforms through to the progressive consolidation of development reforms,
to the development of their economic and trade regulatory systems based on the European model,
standards and norms. Additionally, the second wave sectoral reform programmes were largely
coherent and effective in building on the results of the earlier actions.

The key limitation to the ‘demand-driven’ approach, due to its individual sectoral policy approach (with
a single ministry and its subordinated agencies the main beneficiary), was the partial remnant in the
ex-communist countries of a ‘silo-oriented’ mentality to governance: notably in terms of the ‘need’ for a
ministry to secure its ‘fair share of the pie’ over the ‘competing’ demands of other ministries regardless
of overall national priorities/needs, and a reluctant approach to cooperation of an inter-ministry or
inter-agency nature, e.g. between separate economic development agencies, for FDI, for export
promotion, for SME development, which in part regarded other such agencies as ‘competitors’. After a
period of time the approach also led, in part, to the creation of a regular group of beneficiary clients.
The ‘silo-orientation’ also (negatively) facilitated the hesitancy of many of the countries to initially
consider also the cross-sectoral aspects of their reforms, e.g. via the development of government-wide
standards as part of public administration reform (such as for human resources management, civil
service qualifications, ethics policy, or for IT systems security and data protection standards), judicial
reform, combating corruption, etc. These issues were traditionally only, substantially, supported from
the mid/later-1990s. The delayed attention to such cross-sectoral development issues also, by
definition, meant that only the institutions receiving sectoral programmes were supported in their policy
and operational reforms, ignoring even the basic management reform needs of the wider range of
governmental bodies.

Coordination and alignment of PHARE with the reforms — the ‘accession-driven’ approach

Reflecting the stage of progress of the countries, and the evolution of the relationship and the goal and
strategy of the EU and the individual countries to prepare for eventual membership in the EU, the
PHARE programme was reoriented in 1997/1998 to an ‘accession-driven’ instrument, which clearly
enhanced the focus and relevance of the assistance in terms of the overall objective of the support
being to prepare the countries to meet the requirements and undertakings of EU membership. The
‘Accession Partnership’ (adopted by the Council of Ministers) and the NPAA (by each beneficiary
country) were key instruments of the pre-accession strategy, bringing together the full range of issues
to be addressed by each country to comply with the accession criteria, including in the sectoral acquis.

While overall achieving a clearer coordination and alignment of the financial assistance with the real
priorities/needs of the beneficiaries — i.e. the need that they achieve compliance with all of the criteria
for EU membership, including in regard all sectors of the acquis, prior to accession to the EU — a
partial weakness in terms of coordination and alignment so as to ensure the effectiveness, impact, and
sustainability of the assistance, was the variable level of planning and strategic vision provided across
the different acquis sectors within the countries’ NPAAs. At times sectoral plans focused on listing
assorted analyses to be undertaken, legislation to be considered for amendment or introduction etc.,
but were far less detailed in terms of identifying related institution building actions that were necessary
to establish an operational capacity to administer and enforce the acquis. Additionally, the ability of the
beneficiaries to plan actions linked to undertaking the reforms in an effective manner on a multi-annual
basis was also dependent on the pace of reforms achieved by the country to introduce a multi-annual
financial and budgetary perspective, as opposed to the uncertainties of a purely annual budget.

Weaknesses in the coordination and alignment of the financial assistance with the reforms

The main weaknesses regarding the coordination and alignment of the financial assistance with the
reforms, in terms of the effectiveness, impact, and sustainability of the assistance/reforms related to:

e The significant variability in the design of the main programming documents and the extent of
preparatory analysis and planning undertaken by the beneficiary institutions, as well as
variability in the application of quality control standards by the beneficiary NAC services and
by the Commission linked to the ex-ante review of programmes/projects. The effectiveness,
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impact, and sustainability of the assistance was clearly affected by the variable nature of the
programming documents, both in terms of implementation of the assistance and in the
measurement of its performance. Common weaknesses in the programme design included:

o Deficiencies of the programmes/projects in respect to ‘SMART’ intervention objectives
or ‘SMART’ indicators of achievement, notably so in terms of the objectives and the
indicators being Specific, Measurable, or Time-bound. There were many cases where
a clear confusion existed for programmers as to the different levels in the hierarchy of
intervention objectives, notably so between project results and project purpose /
immediate objective. The timeline for the chain of development effects/goals —
objectives and indicators — should have been more strictly demarcated: i.e. Results/
Outputs = achieved by the project during implementation; Immediate Objective(s) =
achieved on project completion or the immediate short-term after; Wider Objective(s)
= the medium- (1-year) to longer-term (3-years) outlook post-completion.

o The formulation of objectives and indicators was also, generally, weaker at the level of
the Wider Obijective(s), which often lacked a Specific medium-term focus to which
support should contribute, e.g. 1 or 3 years after project completion, within the context
of the longer-term achievement of the strategic objectives linked to meeting the
criteria for EU membership.

o Additionally, there was only limited attempt to utilise a series of sectoral core
indicators of achievement at the intervention levels of results/outputs, outcomes, and
impacts, thereby limiting the capacity of programme/project managers to assess the
cost-effectiveness of the different sectoral interventions. Too rarely did the
results/outputs include indicators to support progress monitoring during the years
provided for project implementation. Too rarely was related baseline data provided,
posing some risks for the future assessment of achievement.

o Additionally, gaps/weaknesses in the programming framework were also evident in
terms of the variable evidence of detailed project risk assessment/planning, both at
the level of implementation (efficiency/effectiveness) and post-project planning
(impact/sustainability).

e There was also only limited attempt to conduct detailed assessments of the institutional
capacity of the beneficiary partners to manage, utilise, and absorb the assistance. A number
of administrative capacity constraints were experienced: in the preparation by beneficiaries of
technical specifications of adequate quality to launch the procurement process, notably so for
Works and grant schemes, in the development of inter-agency cooperation, in the
development of complex information technology or integrated management systems, and in
the formal adoption/institutionalisation of the delivered results, and in post-project planning.

e The development of programme monitoring and evaluation systems, initially by the
Commission and then progressively responsibility transferred to the beneficiary countries, was
also a slow and variably successful process in terms of the efficiency and effectiveness of the
systems. In part this was due to the relatively limited exposure of the beneficiaries to the
functions of monitoring and evaluation as an integral part of the project-cycle, but also
reflected the initial tendency of most actors (including the Commission) to focus on the
monitoring of on-going actions up to the point of completion, with limited attention to further
follow-up, post-project. There were often also delays in terms of ensuring the enactment of
agreed management recommendations by the beneficiaries. The efficiency and effectiveness
of the monitoring systems set-up and implemented by the beneficiaries (from 1999/2000) were
also affected by the variable level of quality, and often excessive length of the monitoring
reporting provided, and in terms of reporting systems achieving the appropriate targeting of
information to the different levels of programme/project actors and decision-makers.

e The development of an effective partnership and communication with stakeholders as to the
reform process was not always given sufficient due attention by the beneficiaries. As the
reforms required the achievement of behavioural changes also of the stakeholders this initially
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affected the effectiveness and impact of the assistance. Intermediate impact of the assistance
was also influenced by the variable level of post-project planning by the beneficiaries.

What were the weaknesses and strengths of the policy and which ones are specific to the
assistance provided?

The policy and the targeting of the financial assistance progressively evolved in symmetry over the
period from 1989 to accession, generally with a good level of synergy between the different strands.

Strengths of the policy and the financial assistance

The policy and the financial assistance was implemented in close consultation with the beneficiary
countries, based on the principle that the beneficiaries should take responsibility for and ownership of
their reform process, its direction and pace, in accordance with their specific development situation,
their development goals and aspirations, and capacity. This principle was applied regardless of
whether the PHARE programme was ‘demand-driven’ or ‘accession-driven’, the beneficiaries were
required to play a vital role in the identification of actions and were overall responsible for the
successful delivery of the results and the achievement of the intended impacts.

Overall, the policy, as it evolved over the period from 1989, was fully appreciative of the specific
dimensions and challenges for the EU and for the individual countries, brought about by the collapse
of the communist political system and the return of democracy to the countries of Central and Eastern
Europe, and the subsequent process leading to the ‘fifth wave’ of EU enlargement (in addition to the
ten countries of Central and Eastern Europe, also the democratic countries of Cyprus and of Malta). It
marked an unprecedented enlargement in terms of its scope, its complexity and its diversity; extending
the EU’s membership from 15 to 27 countries, and putting to an end the artificial division of Europe.

Regarding the policy of the EU toward the countries, and its evolution over the period since 1989, this
was defined by the European Council and the Council of Ministers; the policy of the individual
countries (regarding their reforms and aspirations) was defined by their individual governments, as
these evolved over the period. A brief summary of the evolution of the policy is presented below:

e In the early-1990s, reflective of the substantial nature of the transformation challenges facing
the Central and Eastern European countries, the EU’s strategy was to support the stabilisation
and transformation efforts that the individual countries sought to undertake on their own path
to re-establishing a liberal democratic political system and a free market-oriented economy.

e In 1993-1994 the EU’s policy and strategy evolved in terms of the recognition of the potential
EU membership ambitions of the countries, the definition of the accession criteria®™, and the
adoption of the EU’s comprehensive strategy for preparing the accession of the associated
countries to the EU. On the side of the Central and Eastern European countries, policy and
strategy increasingly focused on private sector, investment and trade development and their
closer integration with the EU’s internal market, plus the consolidation of initial reform efforts.

e In 1995-1996 the EU’s policy and strategy evolved further, notably in terms of the request of
the European Council (Madrid, December 1995) that the EC undertake further evaluation of
the effects of enlargement on Community policies, particularly with regard to agricultural and
structural policies, that the EC expedite preparation of its ‘Opinion’ on the applications made
[by the countries of Central and Eastern Europe for membership of the EU] and the European
Council’s reiteration that the accession negotiations with Malta and Cyprus will commence.
For the Central and Eastern European countries, official applications for EU membership were
initially submitted in 1994 (by Hungary and by Poland), and by mid-1996 all ten of the

45 Membership requires that the candidate country has achieved stability of institutions guaranteeing democracy,

the rule of law, human rights, and respect for and protection of minorities, the existence of a functioning
market economy as well as the capacity to cope with competitive pressure and market forces within the Union.
Membership presupposes the candidate's ability to take on the obligations of membership including
adherence to the aims of political, economic, and monetary union.
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countries had formally submitted applications. Cyprus and Malta formally submitted their
applications in 1990; Malta froze its application in late-1996, and reactivated them late-1998.

e In 1997-1998 the EU’s policy and strategy evolved further, following the adoption in July 1997
of ‘Agenda 2000: for a stronger and wider Europe’ strategy and the publication of the EC’s
‘Opinion’ on the individual countries application for membership of the EU“. On the side of the
twelve countries, at the request of the EC, each undertook preparation of its first NPAA
(traditionally updated by the countries annually), presenting their development strategy and
needs addressing all chapters of the EU acquis. Each country, as requested by the EC, also
launched the initial preparation of national/regional socio-economic development plans
modelled on the EU’s rural development, structural development and cohesion policies. The
accession process was formally launched on 30/03/1998: this saw the launch of the initial
process of analytical examination of the sectoral acquis (‘screening’) with the individual
countries, plus the process of negotiation with the countries (initially with six of the countries;
negotiations with the other six were launched in 2000).

e In 2002 the negotiations were concluded with ten of the countries, which acceded to the EU as
Member States on 01/05/2004; in 2005 negotiations were concluded with the other two
countries (Bulgaria, and Romania), acceding to the EU as Member States on 01/01/2007.

e On the side of the EU, its policy toward the countries that acceded in the ‘fifth wave’ of EU
enlargement was also influenced by the internal evolution of the EU over the period: e.g. the
launch of the Single Market at the start of 1993, the ‘fourth wave’ of enlargement at the start of
1995 (EU membership for Austria, Finland, and Sweden), plus the EU’s conclusion of a series
of Intergovernmental Conferences linked to undertaking further revisions of the EU Treaty.

In order to support and encourage political stability and economic growth in Central and Eastern
Europe, EU policy foresaw the negotiation of an Association [Europe] Agreement with each of the
countries, including an institutional framework for political dialogue and the gradual and asymmetric
establishment of a free trade area over a period of up to ten years (plus the identification of areas
where technical cooperation linked to the trade provisions of the Agreements might be focused).
These were progressively signed with each of the countries over the period 1991 to 1996, with the
trade provisions entering into force as an interim agreement; conclusion of the Europe Agreement with
Slovenia was delayed by differences over the need for amendments to Slovene real estate legislation;
Association Agreements with Cyprus and Malta entered into force in the early-1970s.

The framework provided by the Europe Agreement, supported via regular meetings of the Interim
Association Committees and Council, was utilised by the beneficiaries to support the early
identification and prioritisation of their needs linked to the trade provisions. This was increasingly
reflected in the programming of the PHARE assistance to the beneficiaries from 1993/1994. The
targeting of PHARE assistance linked to preparations for the approximation with the Single Market
acquis was also greatly facilitated by the issuing of the Commission’s White Paper of 1995 on the
‘Preparation of the Associated Countries ... for Integration into the Internal Market of the Union’.

Additionally, policy dialogue in the form of the analytical examination of the sectoral acquis
(‘screening’) greatly enhanced the overall understanding of the beneficiaries as to the detailed
objectives, technical operation and the development of the acquis.

Weaknesses of the policy and the financial assistance

However, there were partial weaknesses in terms of the creation of an effective synergy of the policy
strands. Most significant was the potential for a disconnect between the policy dialogue and the
programming of the financial assistance, with these in many cases undertaken, at the technical level,
with different units and persons within the beneficiary institutions — policy dialogue was primarily

6 The EC’s ‘Opinion’ on the application of Cyprus was issued in June 1993; the EC’s ‘Opinion’ on the application
of Malta was issued in June 1993, and an updated’Opinion’ was issued in February 1999 following Malta’s
decision to re-activate its application for membership in the EU in autumn 1998.
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undertaken at the technical expert level, programming of foreign assistance usually via a form of
coordination unit. Thereby ensuring clear synergy between the two strands, so as to effectively target
the assistance, was in part dependent on the effective communication between the units and/or a
clear line of action to ensure synergy being defined by senior management and decision-makers — this
was an issue for the countries at the sectoral or the national level, as well as in terms the level of
communication achieved between the EC services (DG Enlargement and other partners). Additionally,
the extent to which in-depth implementation of the policy strands was undertaken on the ground, in-
country, was greatly determined by the capacity (financial and staffing) of DG Enlargement to
establish a fully functional EC Delegation in the individual countries; achieved in terms of set-up and
operational staffing levels to support decentralised implementation only over the period 1990 to 1999.

A further weakness of the overall policy, at the wider level of the coordination of the donor community
support for the reforms, was the initially variable level of coordination and synergy achieved in-country.
In part this was a reflection of the timing of the EC’s establishment of an EC Delegation, to lead donor
coordination (as per the Commission’s mandate on behalf of the G-24), as well as the sometimes
limited interest or staffing capacity of the beneficiaries to take fuller ownership of the process so as to
guide donor coordination. However, it was also reflective of the initial focus of coordination often only
at the level of basic information-sharing, rather than the development of donor synergy, coordinated
and aligned with the beneficiaries’ stated national development priorities/goals.

Strengths and weaknesses specific to the financial assistance

Specifically with regard the financial assistance, a clear strength of the PHARE programme was its
adaptability (in terms of the transition of its focus, plus the development of delivery instruments),
serving to meet the different demands of the beneficiaries over a period of almost two decades,
through the processes of transformation, pre-accession, and post-accession acquis consolidation.

For instance, as the development needs and goals of the beneficiaries evolved it was necessary to
advance the range of delivery instruments for operation under PHARE available to the countries,
notably to cover clear gaps in respect to supporting public sector reform and the closer integration and
eventual preparation of the countries for accession to the EU. Notably, the TAIEX and Twinning
instruments were utilised to mobilise a wide range of expertise from the EU Member States’ officials to
facilitate reform and accession preparations, some of which were maintained by the Twinning partners
via post-project bilateral cooperation. Additionally, while TAIEX and Twinning were initially designed in
the context of PHARE, they have since been expanded for use also beyond the enlargement region.

For instance, it was wise to provided targeted PHARE support under the Catch-Up Facility (1997-
1999), beyond the standard annual National Programme support, to those countries initially judged, in
1997, as still needing to achieve significant further progress prior to the opening of negotiations for
membership; three of the five did successfully catch-up so as to accede in 2004, two of those have
since also joined the euro and the third will do so at the start of 2015. Equally, it was wise to provide
PHARE support under the Large Scale Infrastructure Facility (1998-1999) to the countries in order to
support their preparation of the capacity to identify, prepare, manage, and deliver such projects, for
which significant EU/EC funding for the countries was planned, over the period 2000-2006, under an
additional pre-accession instrument, the ISPA (Cohesion Policy type actions), rather than via PHARE.

Similarly, in view of the scale of the reforms undertaken to ensure compliance with the criteria,
requirements and obligations of EU membership, so as to enjoy the full benefits, it was wise to provide
limited assistance to the new Member States (via the Transition Facility) to ensure that their
institutional and administrative capacity was also supported in the immediate post-accession period,
when the entire set of systems and capacity was first fully tested to demonstrate the actual
competence to administer and enforce the acquis as a Member State.

Furthermore, a clear strength was the ultimate capacity for the programming process to find a suitable
mix between a multi-annual sectoral or sub-sectoral approach, for agreed priority reform areas,
alongside that of also supporting the undertaking of smaller-scale reform needs, potentially also over
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the medium-term, or the undertaking of potentially one-off project-based actions. Whereas the initial
period of the PHARE programme was sectoral reform-based, with a General Technical Assistance
Facility (GTAF) supporting pre-identified medium-term assistance sectors and actions, this still
excluded many, smaller institutions from initially receiving support for reform. After a period of time the
approach also led, in part, to the creation of a regular group of beneficiary clients. While the move to a
purely project-based approach, utilised for PHARE between 1998 and 2003, allowed for the extension
of support to a wider range of institutions, the approach could not guarantee a medium-term
perspective for the support, and the annual programming process in-country was thereby frequently
inefficient due to the sizeable number of beneficiaries competing for projects (and thus undertaking
some level of pre-identification and/or detailed pre-preparation) as compared to the extent of the
PHARE grant available; for some beneficiaries the annual programming of potential projects while still
being at the early stages in the implementation of related projects programmed in previous years. The
inefficient excess of over-programming was, in part, addressed by the reintroduction of a multi-annual
sectoral or sub-sectoral approach for the PHARE programme, in agreed priority sectors, in Bulgaria
and Romania for the final period of the programme’s support (2004-2006), providing greater certainty
in the priority sectors that future project funding would be available on the basis of achieved results.

In addition, the inefficient excess of over-programming was also, in part, addressed by the
reintroduction of a GTAF-type mechanism (now an Unallocated Institution Building Envelope) for the
provision of smaller-scale support to institutions. However, in most cases this was indeed purely an
envelope, with scant consideration during the programming exercise of even basic priority actions that
might be presented for support. Thus, while designed to be a flexible mechanism, including for urgent,
unforeseen issues (such as identified as weaknesses via the process of accession negotiations), the
mechanism at times, perversely, was inefficient in the contracting of EC-grant due to the lack of basic
needs assessment and the resultant search for beneficiaries with credible projects to be supported.

The main weaknesses of the financial assistance related to the significant variability in the design of
the main programming documents, as well as variability in the application of quality control standards
(by the beneficiary NAC services and by the EC), plus the limited attempt to conduct detailed
assessments of the institutional capacity of the beneficiary partners to manage, utilise, and
successfully absorb the assistance (as detailed in the previous Evaluation Question).

Which type of assistance and reforms achieved the most sustainable results and what were
the reasons for that?

The most sustainable results were achieved linked to reforms closely related to building capacity for
the administration and enforcement of the EU acquis, reflecting that this is a basic requirement of the
beneficiaries as EU Member States, delivering socio-economic public benefits, and that legal
remedies exist at the EU level for prompting recalcitrant states to address deficiencies in their
transposition, implementation, and enforcement of the acquis. Sustainability of the results exists in
terms of the legislation, institutions, human resources, and tools etc. delivered, and the capacity of the
beneficiaries to further develop these to reflect further developments with the acquis, including
European Court of Justice case-law, and corresponding national reform priorities in the sector.

Furthermore, sustainable results were notable where the institutionalisation of the results of training
support was considered as a core result to be achieved, via the continual integration of training
programmes and skills provided under individual projects into the longer-term development of an in-
house training capacity and tools, e.g. distance-learning, e-learning, professional training, etc..

In addition, a number of institutions were established to promote policy reforms in public policy areas
where the European standards and norms are more loosely defined, partially by the acquis (or EU
Treaty) but more often in terms of common principles and values and via the shared knowledge of
good practice (e.g. public administration, public expenditure management); recognising that each EU
Member State has its distinct cultural, historic, administrative and legal systems, and traditions. These
institutions and reform actions have, largely, continued to deliver sustainable results, although in some
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countries political consensus and/or will to maintain and finance the reform process remains to be
problematic, with external pressure still necessary in terms of the Commission’s provision of its
assessment of the National Reform Programmes etc. prepared by each of the EU’'s Member States.

Via the investment projects in the area of economic and social cohesion, regional development, and
Cross-Border Cooperation, the sustainable results consist of the physical infrastructure as operated
post-project, while many of the grant scheme mechanisms piloted under PHARE were either
continued post-accession under the Structural Funds or were utilised by the beneficiaries to shape the
design of further or more appropriate mechanisms under the Structural Funds.

A clear strength of the institution building and reform assistance was the strategic approach that often
prevailed in terms of the planning of reforms, utilising PHARE for the initial scoping of strategy and the
development of medium-term action plans, for which assistance could then be programmed in later
annual allocations to support the development and enactment of reform measures and with the
subsequent further evolution of strategy and medium-term goals. Although not consistently applied, it
was also effective to ensure that practical pre-conditionality was established for projects, notably so
where these were follow-up to previous actions, for which certain steps for adoption should be fulfilled.

Generally, the programmes delivered an appropriate mix of delivery instruments to achieve the reform
goals, combing services (TA, Twinning / Twinning Light, and TAIEX), supply, works, grants, etc., for
which services were initially provided solely via TA, but the additional, beneficial instruments were
developed in order to ensure the better targeting of services supporting acquis and administrative
reforms, via the provision of peer-to-peer advice largely from EU Member State officials and experts.
The combination of the Twinning / Twinning Light, and TAIEX instruments provided a full set of
possibilities for beneficiaries to access such support, to cover short-term through to long-term, for
which introduction of Twinning Light completed the suite in terms of medium-term support. In addition
to offering highly targeted support, Twinning Light also made it easier for smaller-staffed, specialist
institutions, as well as smaller-sized countries (in population terms and thus size of the civil service), to
access such peer-to-peer advice; a number of such agencies or countries had struggled to fully exploit
and absorb the minimum 12 months support provided via the regular Twinning instrument.
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4. Overall Conclusions (Lessons Learned)

What are the main lessons to be drawn in terms of implementation modalities and institutional
setting that could be taken into account in the implementation of IPA?

The main lessons learned in terms of the performance of the assistance with relevance to IPA are:

Programming Framework

e Overall, there was a good level of synergy created between the accession strategy, policy
dialogue, and the financial assistance provided to the twelve countries acceding to the EU in the
fifth wave of enlargement. The framework provided by the criteria for EU membership, the Europe
Agreements, the Accession Partnerships, the Regular Reports etc. provided a coherent approach
for the focusing of the financial assistance in accordance with the priorities subsequently defined
by the beneficiaries for further consultation with the Commission. The main weakness of the
framework was the potential disconnect between the policy dialogue and the programming of the
financial assistance, with these in many cases undertaken, at the technical level, by different units
and persons within the beneficiary institutions. In order to ensure clear synergy between the two
strands, so as to effectively target the assistance, information linked to the findings and
recommendations of sectoral policy dialogue meetings (e.g. association sub-committees, or
linked to the analytical examination of the acquis) should be reflected in programming documents.

e The reintroduction of a partial sectoral or sub-sectoral, multi-annual approach in the programming
of assistance, alongside the programming of annual assistance also via a project-based
approach, was positive. It provided opportunity for programmers to establish greater clarity in the
setting of objectives and clear targets or milestones to be progressively achieved across the
multi-annual period, in the agreed priority sectors, as well the opportunity to improve the synergy,
coherence, coordination, and sequencing of the assistance. The approach provided greater
certainty that funding to complete strategic reforms would be available, when justified by results.
The approach also allowed for the greater utilisation of pre-conditionality to ensure that the
reforms were subsequently adopted, progressively rolled-out, and reforms further developed.

e In all areas of support (e.g. actions promoting institution building linked to the acquis, including
related investment support, socio-economic and/or regional development, etc.), the programming
framework was clearly strengthened by the existence of a medium-term strategic or Action Plan
defining the wider parameters of the reform actions being undertaken by the beneficiary. This not
only demonstrated the potential level of ownership, it also facilitated the programming of the EU
assistance, which formed part of the wider reform effort enacted and financed by the beneficiary,
and also provided a perspective for the take-up and sustainable follow-up of actions linked to the
EU projects. PHARE provided support to the beneficiaries to establish (and implement) a
strategic approach to the process of development reforms and project design across the
programme’s lifetime. In addition to major projects, the programming process traditionally, wisely,
also made support available to beneficiaries for smaller-scale sectoral project actions, or
exploratory studies, financed under mechanisms such as the Project Preparation Facility,
Technical Assistance Facility, Unallocated Institution Building Envelope, etc.

e The main weakness in the targeting of the financial assistance related to the initial lack of vision
of most of the countries to address major cross-sectoral administrative and operational aspects of
their reforms. Lacking clear ownership or political direction, the initial PHARE support in the areas
frequently delivered proposed reform strategies but failed to build stakeholder consensus.

Preparations for the Adoption of the Acquis

e The process of detailed analytical examination of the acquis (‘screening’) greatly facilitated the
process of understanding of the beneficiaries as to the objectives and operation of the acquis.
This was launched with all of the twelve countries in 1998 regardless of whether accession
negotiations had been opened with the beneficiary at that time (they were not for five of the
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Central and Eastern European countries). This was essential in terms of supporting all of the
beneficiaries in terms of enhancing their knowledge of the acquis, and thereby the further framing
of the sectoral strategies and the National Programme for the Adoption of the Acquis (NPAA).

e Whereas the NPAAs were reasonably detailed in terms of listing assorted analyses to be
undertaken, legislation to be considered for amendment or introduction etc., the initial drafts were
usually far less detailed in terms of identifying the range of institution building or investment
actions necessary to establish an operational capacity to administer and enforce the acquis. [The
first NPAAs were submitted in early-1998, prior to the launch of ‘screening’]

Project Design

e A further weakness of the financial assistance related to the significant variability in the design of
the main programming documents and the extent of preparatory analysis and planning
undertaken by the beneficiary institutions, as well as variability in the application of quality control
standards by the beneficiary and the Commission linked to the ex-ante review of programmes. [A
number of the most common weaknesses in the design of actions are highlighted in Section 3.3]

e It would have been appropriate if projects were supported by a detailed institutional assessment
of the beneficiary’s capacity — management structures and staffing linked to the project — to
effectively utilise the assistance. Recognising that the programming phase of the EU’s financial
assistance usually starts one-to-two-years prior to the delivery of the support, this would have
provided beneficiaries time to address potential capacity constraints to manage projects.

e The introduction of the requirement that technical documentation dossiers should be provided
within a specified time, e.g. six-months after signature of the Financing Memorandum, so as to
allow for the early launch of procurement, was not entirely successful under the PHARE
programme, due to the variable level of enforcement by the Commission in the different countries.

e The development of an effective partnership and communication with stakeholders as to the
reform process was not always given sufficient due attention by the beneficiaries. As the reforms
required the achievement of behavioural changes also of the stakeholders — be it inter-agency
cooperation between governmental bodies, or sectoral cooperation between governmental bodies
at the regional and local levels, or cooperation with professional, economic, social and civil
partners, etc. — this initially affected the effectiveness and impact of the assistance.

Post-Project Planning

e The intermediate impact of the assistance was also influenced by the variable level of post-
project planning undertaken by the beneficiaries, e.g. key follow-up actions to be completed,
investments to be undertaken, milestones, targets to be met over the short- to medium-term.

e The institution building actions were aided by the attention, when provided by beneficiaries, to
ensure the institutionalisation of and the sustainability of the benefits provided via the training
elements of the assistance via its integration within an in-house training capacity and tool-set.

Which are the best policies through Interregional and Cross Border cooperation (in terms of
experiences and good practices) to transfer to Enlargement countries? Could you identify
innovative approaches that could be relevant also to the current Enlargement region?

First of all the definition of any area to be evaluated is a complex process, as there is a need to decide
what is meant by “border region”.

Provided that we define the term “border region” as a contiguous area of settlements along the state
frontier, we may exclude areas which, though a long way away from the frontier, influence cross-
border relations significantly or which either flourish or stagnate due to the proximity of the state
frontier. The designation of border regions, which seems to overlap that of today’s micro-regions, was
proposed for example by Erdosi ("Interim Evaluation of Cross-Border Programmes between
Candidate/ Potential Candidate Country (Intra-Western Balkan Borders) under the Cross-Border
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Cooperation Component of IPA Report I; Governance Structures and Performance of assistance”,
2011).

One of shortcomings of county-level analyses involving counties in the border regions is that they
encompass too large area. It is often the case that the remote areas do not influence cross-border
relations directly. This holds true for example in the case of the Carpathian Euroregion.

The cross-border co-operation is very much needed and the need for that is the demand for the joint
development in the following fields: transfer of technology, environmental protection, area planning,
and transport.

When it comes to evaluate these “mirror regions” and their performance, it is the definition of the inner
boundaries, that is the biggest headache. First, usually the administrative system is different in each of
countries that plan to co-operate. Second, unfortunately, neighbouring regions are not symmetrical
either economically or administratively for the pace of the change of the regime of the emergence of
market economy was strikingly different.

In reality, very often the neighbouring regions are asymmetrical and this characteristic may cause
different problems in the cross-border co-operation.

The experience of the Cross Border Cooperation programmes in general shows that they had some
positive impact on improving the quality of life in the border regions, in particular with respect to
access and quality of educational, social, and cultural infrastructure. It must be mentioned that
Cooperation was using innovative approaches and therefore was very important for the achievement
of project results for community integration and development / introduction of common rules, new
working methods, skills, practices, procedures, and structures. The main benefits of cooperation were
capacity building, awareness raising, confidence/trust building, and establishment of better image of
the regions.

However, the absence of in-depth surveys on the challenges in the cross-border regions hampered
the development of joint projects with strategic objectives. The creation of networking / cooperation
structures was typical for the CBC projects. Majority of such structures were not formalised. Projects,
targeted to upgrade or extend existing cooperation structures, were rare, which indicates that
beneficiaries had not succeeded to maintain structured relationships. It must be mentioned that many
of the projects related more to the development of infrastructure in the border regions rather than truly
joint cross-border projects. The learning experience of applicants has been particularly valuable. On
the whole PHARE assistance in the CBC sector has strongly helped beneficiary regions to build their
capacity to access funding under INTERREG and the mainstream Structural Funds. *’

The impact of the Joint Small Project Fund grant scheme, which was a common feature for all Cross
Border Programmes from 1999, was positively assessed in terms of increasing cross-border cultural,
economic, and people-to-people links and networks through numerous non-infrastructure projects. It
was also positively assessed for building local capacity of grant beneficiaries in project development
and management, which helped to prepare border regions for use of the future Structural Funds.
However, over the years the participation of civil society groups under the schemes decreased, and it
seemed that the fund had instead become the domain of local government and their agencies.

Sustainability was better in cases of organisations, which provided services to their members or which
delivered social services, financed by public budgets. Other important factors of sustainability were the
support by local and regional authorities and the broad involvement of local stakeholders.

The programmes usually experienced difficulties in finding partners. When they succeeded in this they
were operational but mostly consisted of many soft projects and to a lesser extent of infrastructure
ones. Benefits were obvious in the area of know-how transfer and best practices. After accession, the

" Interim Evaluation of Phare Support Allocated in 1999-2002 and Implemented until November 2003
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cross-border co-operation improved and became focused on few priority areas. These days especially
the environmental projects are increasingly dominant.

Cross border cooperation was notably successful in facilitating the sharing and transferring good
practices from one region to another in terms that:

e CBC was a basic tool for establishing a systematic CBC communication and networking.

e CBC went through its learning process and built a necessary pre-conditions for further
INTERREG cooperation.

e CBC covered a wide range of activities that resulted from the initial communication and
networking.

e CBC became a logical instrument for sharing and transferring good practices from one region to
another.

e The best sustainability was achieved in the projects related to legislative cooperation after the EU
accession (like for example Austria-Hungary cooperation in the area of Customs) or Environment
or Labour market (Poland-Slovakia enhancing the cross border labour force mobility).
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5. Recommendations

Based on the ex post findings and lessons learned linked to the implementation and achievements of
the PHARE assistance in supporting the preparations by the beneficiaries to fulfil the conditions for
and meet the criteria for EU membership, the following recommendations are provided to the
Commission (DG NEAR - DG Neighbourhood and Enlargement Negotiations) linked to the
implementation of the present, on-going financial assistance provided by the Commission supporting
the EU’s enlargement policy, including, where appropriate, the specification of the role of actors other
than the Commission:

Programming / Project Design (Very Important)

1. In order to strengthen the planning and programming of the financial assistance, the
Commission and the beneficiaries’ National IPA Coordinator should further upgrade their
guidance to beneficiary partners on the standards for planning of assistance support, and
further strengthen their quality assessment and quality control roles. This should address:

a. Deficiencies of the programmes/projects in respect to ‘SMART’ intervention objectives
and ‘SMART’ indicators of achievement, notably so in terms of the objectives and the
indicators being Specific, Measurable, or Time-bound.

b. The timeline for the chain of development effects/goals — objectives and indicators —
should been strictly demarcated: i.e. Results/Outputs = achieved by the project during
implementation; Immediate Objective(s) = achieved on project completion or the
immediate short-term after; Wider Objective(s) = the medium- (1-year) to the longer-
term (3-years) outlook post-completion.

c. Indicators of achievement should be set to support progress monitoring during the
years provided for project implementation, plus for future evaluation, e.g. the impacts
over the medium- (1-year) to the longer-term (3-years) post-completion.

d. The utilisation of a set of sectoral core indicators of achievement at the intervention
levels of results/outputs, outcomes, and impacts, for which greater use should be
made of the Commission’s guidance on the range of standard sectoral indicator sets.

2. The Commission and the beneficiaries’ National IPA Coordinator should also upgrade their
guidance to beneficiary partners on the information to be provided regarding the beneficiary’s
institutional capacity to effectively manage, utilise, and absorb the support. This should
address:

a. Project management structures and staffing specifically dedicated to the project.

b. Internal management structures for oversight and final decision-making linked to the
approval, the adoption and enactment of the results delivered via the assistance.

c. A clearly defined timeline for the presentation of technical documentation required to
launch the procurement of the support under the programme/project.

d. A clear statement of practical pre-conditions to be fulfilled prior to the signature of
contracts for the delivery of the assistance, e.g. that inter-institutional Memoranda of
Understanding between the institutions concerned are in place, a law adopted, etc.

e. Aclearly defined risk-assessment and risk-management policy.
f. A clearly defined statement on the management of partnership with stakeholders.

g. For projects delivering support via the provision of training actions, beneficiary
partners should also: either provide information on how the project deliverables will be
institutionalised (e.g. via an in-house training capacity, via e-learning tools, etc.), or
information (justification) in the case that the deliverables will not be institutionalised.
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Post-Project Planning (Important)

3.

In order to ensure the successful achievement of the short-term and intermediate impacts,
beneficiary partner institutions should be required to provide post-project planning information
to the National IPA Coordinator, prior to the final completion of the assistance (e.g. 6-months).

In order to ensure the successful achievement of the short-term and intermediate impacts,
post-project operational reports should also be provided by the project beneficiary (e.g. 6-
months or 12-months after project completion) to the National IPA Coordinator. This should be
applied for all actions: institution building and investment actions (notably so linked to the
development of infrastructure, business and human resources related facilities), via post-
project reports on the intermediate impact and sustainability of the support, and the follow-up
of out-standing recommendations. Regarding support provided to final users via grant
schemes, the assessment of the impacts etc. should be undertaken by the grant scheme
implementing agency either via post-project reports (for schemes with a smaller number of
final users), or via brief follow-up surveys (for schemes with larger groups of final users).

For key institution building projects, notably where the full-scale Twinning instrument is used,
a short follow-up mission should also be undertaken (e.g. 6-months after project completion)
to assess and make further recommendations as to the follow-up operation of the delivered
results and final recommendations. As such follow-up would primarily relate to Twinning
projects it would seem practical for it to be provided, as necessary, via the TAIEX instrument.

Cross-Border Cooperation (Important)

6.

Regarding Cross-Border Cooperation, during the design phase the possible asymmetrical
situation should be kept in mind. The Cross-Border Cooperation programmes should be
supporting not only the hard infrastructure but also the soft one in terms of the language
courses and people-to-people related contacts. The future economic cooperation and labour
force migration issues should also be considered in each CBC programming document.

Integrated Approach for support of the Roma (Important)

7.

Regarding assistance linked to the social inclusion and advancement of persons of Roma
origin, there are four main priorities of Roma policy: Health, Housing, Education, and
Employment. These priorities should be dealt with in a coordinated fashion, rather than
addressing them as separate interventions, in order to increase the chances to be successful
during implementation. The attempts to focus on individual priorities separately were
constantly failing in a long perspective.
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Annex 1: Scope of the Evaluation (Sections 1-2 of the ToR)

FWC COM 2011 - LOT 1, EuropeAid/129783/C/SER/multi
REQUEST FOR OFFER N° 2013/ 324179 Version 1

Evaluation of PHARE financial assistance to Bulgaria (BG), Cyprus (CY), Czech Republic (CZz),
Estonia (EE), Hungary (HU), Latvia (LV), Lithuania (LT), Malta (MT), Poland (PL), Romania (RO),
Slovakia (SK), Slovenia (SI)

1. BACKGROUND INFORMATION
1.1 Beneficiary countries

Bulgaria (BG), Cyprus (CY), Czech Republic (CZ), Estonia (EE), Hungary (HU), Latvia (LV), Lithuania (LT), Malta
(MT), Poland (PL), Romania (RO), Slovakia (SK), Slovenia (SI)

1.2 Contracting Authority

European Union, represented by the European Commission on behalf of and for the account of the beneficiary
countries: Bulgaria (BG), Cyprus (CY), Czech Republic (CZ), Estonia (EE), Hungary (HU), Latvia (LV), Lithuania
(LT), Malta (MT), Poland (PL), Romania (RO), Slovakia (SK), Slovenia (SI).

1.3 Relevant background and current state of affairs

In 1989 the European landscape was transformed dramatically — culminating in the symbolic fall of the Berlin
Wall. This created unique momentum for a rapid spread of democracy in Eastern Europe. The EU responded with
immediate support for Central and Eastern Europeans by employing the PHARE programme to help these
democracies in their modernisation reform.

The PHARE programme was established under Council Regulation (EEC) 3906/89 in December 1989. Originally
it stood for "Poland Hungary Aid for the Reconstruction of the Economy". However, it was quickly extended in
terms of both countries and budget, and by 1997, 13 Central European Countries (CEECs) had become eligible
for PHARE support: Poland, Bulgaria, Hungary, Lithuania, Latvia, Estonia, Czech Republic, Romania, Slovakia,
Slovenia, Albania, BiH and the Former Yugoslav Republic of Macedonia (F.Y.R.O.M.).

The PHARE programme was a key tool of the pre-accession strategy and thus played an essential role in the
accession process. Its focus evolved over time, starting from its inception as an essentially demand-driven
support to the process of transition, and developing, in parallel with the pre-accession strategy, into an entirely
accession-driven instrument. The candidate countries contributed to the strategy by preparing National
Programmes for the Adoption of the Acquis, which were intended to incorporate Acquis-related issues into the
wider frame of national strategies.

During the first years it was the European Union’s financial instrument to assist the CEECs in their transition from
an economically and politically centralised system to a decentralised market economy and democratic society.
PHARE took a new turn after the Copenhagen Summit (June 1993) which confirmed the prospect of EU
membership for the CEECs. The Essen Summit (December 1994) designated instead PHARE as the main
financial instrument to support pre-accession strategies. Following the publication of the European Commission’s
Opinions (July 1997) on accession of the candidate member states, the PHARE Programme became fully
focused on accession. From 1998 onwards, PHARE programmes were based on Accession Partnerships, which
indicate the areas of the Acquis (the set of EU legislation and regulations) where candidate countries needed to
make further progress in order to pave the way for full membership. PHARE was set up with two main priorities:
institutional and capacity-building and investment financing to help the candidate countries to implement their
"National Programme for Adoption of the Acquis".

In 2000, PHARE was confirmed as the instrument towards preparing the candidate countries for accession
(Copenhagen criteria).
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This led to the existing Europe Agreements with each of the PHARE countries being further developed to include
Accession Partnerships between the Community and each partner. Within these Accession Partnerships each
partner identified a Pre-accession Strategy, an Accession Plan and a National Programme for the Adoption of the
Acquis (NPAA) as instruments to assist them in making the adjustments necessary to achieve the conditions for
membership.

In 1999, the action programme Agenda 2000, whose main objectives were to strengthen Community policies and
to give the European Union a new financial framework for the period 2000-2006 with a view to enlargement, was
launched. It aimed at strengthening pre-accession strategy for applicant countries by setting up two financial
mechanisms to complement the PHARE interventions:

e A new pre-accession fund to support investments in transport and environment in the partner countries, the
ISPA fund, was introduced and agreed in a Communication to Council and Parliament in 2000. It has being
implemented as a part of the cohesion measures in the Commissions Regional Development Directorate.

e The SAPARD fund to support agricultural adjustments was also introduced and agreed in a Communication
to Council and Parliament during 2000. Its implementation has been dealt with by the Agriculture Directorate
General of the Commission.

The accession of Bulgaria and Romania on 1 January 2007 completed the fifth enlargement of the European
Union, following the accession of ten Member States in May 2004. It marked an unprecedented enlargement in
terms of scope, complexity and diversity. EU pre-accession payments executed 1990-2006 (in EUR billion) under
PHARE were EUR 15.8 billion: EUR 6.8 billion (1990-1999); EUR 9 billion (2000-2006).

Undoubtedly, support to future enlargement faced both deeper and broader challenges. The challenges of
meeting the political criteria effectively - for example in relation to human rights and the protection of minorities,
the development of civil society and the rule of law, and the fight against corruption - became even greater for
future enlargements. In addition, the challenges of assisting potential candidate countries were particularly severe
in relation to their socio-economic needs. In this regard the challenges the potential candidate countries
particularly faced in their socio-economic development required complementary investment resources from
International Finance Institutions and bilateral donors, necessitating close co-ordination of both strategy and
funding to a greater degree than in the previous enlargement.

Implementation of country based PHARE support was initially managed from Brussels. However the management
was de-concentrated from Brussels to the responsibility of local EC Delegations in the period under evaluation.
Decentralised implementation of PHARE, allocating the implementation responsibility to partner administrations,
has been increasingly introduced in the partner countries.

The decentralised PHARE model implied the appointment of a National Aid Co-ordinator by the partner
Government, the introduction of local structures including a Central Financing and Contracting Unit (CFCU), a
local Financial Officer and a limited number of Implementing Agencies.

It is clear that there were two sides to the implementation of PHARE programmes agreed within the Accession
Partnership. The Community provided the funding support and the partner should meet the agreed conditions.
Day to day liaison on these aspects of the Accession Partnerships has been carried on with partners by the
PHARE section in EC Delegations. This dialog was supported by regular (six monthly) meetings of the Joint
Monitoring Committees (JMC) with senior level representation from the EC and from the partner Government.

PHARE Monitoring and Assessment, in support of the management of the programme, has been carried out
during the period under evaluation by the Organisation for Monitoring and Assessment Services (OMAS
consortium). The resulting monitoring and assessment reports provided input to the management of PHARE
programmes in the partner countries, in the Delegations and in Brussels. Programmes were monitored and
assessed at the level of the Financing Agreements.

In order to ensure the accountability with respect to the value for money and the use of EU funds and to draw
relevant lessons learned on impact of the process, the accession strategy and the implementation of IPA in new
beneficiary countries, an ex-post evaluation of PHARE is essential. An ex-post evaluation of PHARE, made up of
sector and general evaluations, was launched in 2006. It provided some relevant information, but it was at a time
in which not all projects had been fully implemented, and when the second stage of the big enlargement wave,
the one of 2006, was still on-going. The ex-post evaluation is an important instrument to inform national and
regional authorities, the general public, the European Parliament and other stakeholders. The reason of this
evaluation is that it can provide further, and more relevant feedback on the impact of PHARE financial
cooperation, beyond an initial assessment, of the effectiveness and efficiency, and help identifying the added
value and where applicable lessons for the future. It will particularly focus on its relevance in accompanying the
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accession policy. Hereby important evaluation considerations for the future concern (a.) the understanding of the
impact of the PHARE programmes and (b.) the important switch of emphasis in PHARE after 1997 from a strong
sectoral Commission driven focus to an increased focus on assisting partner Governments and their
administrations to implement national reforms leading to improvements in the functioning of their administrations
at national, regional and local level with onward impact into the various sectors eventually leading to EU
membership.

Moreover, this evaluation can try to come up with a broader assessment of the effectiveness and efficiency of the
whole policy, looking at the overall socio-economic and institutional impact, at the effectiveness and efficiency of
the process, looking at the sequencing of the reforms, at the comprehensiveness of the change, having regard to
the full integration of the European values and standards, on the one side, and at the successful economic
integration in the European economy and institutional framework, on the other side.

2. DESCRIPTION OF THE ASSIGNMENT

The ex post PHARE evaluation, almost 10 years after the completion of the main wave of enlargement, aims to
provide relevant findings, conclusions and recommendations to the Commission by an overall programme
evaluation.

It is expected that findings and recommendations of this evaluation will provide lessons learned relevant to the
implementation of on-going EU assistance in Enlargement countries, as well as on the sound setting of the
policies and the process, looking at the sequencing of reforms, the effectiveness of interventions and the degree
to which this process was well accompanied by the financial assistance, in line with the requirements from both
art. 30 of the Financial Regulation and the Smart Regulation®®.

2.1 Global objective

The purpose of the ex post evaluation is to provide: (a) accountability with respect to the value for money and the
use of funds; by reporting the findings and conclusions of the evaluation to the institutions of the European Union
and to the relevant interest groups of the public at large in all member states (summative evaluation), and (b)
lessons learned on financial assistance and the enlargement strategy where relevant.

2.2 Specific objective(s)
The specific objectives of this evaluation are to:
1. Assess the impact and sustainability of PHARE funded interventions.

2. Assess the synergies developed between the accession strategy, the on-going policy dialogue and the financial
assistance;

3. Provide lessons learned and recommendations for decision-making on improvements of future financial
assistance and policy setting where relevant.

2.2.1 Evaluation Questions
The evaluation will include a focus on the following questions:
Impact and sustainability of PHARE interventions and accession strategy:

e How effectively had priorities/needs of the countries in the region been translated into programming of
assistance based on the priorities identified in country strategy and programming documents?

e Was the path to accession conceived in a thorough way, fully appreciating the specific dimensions and
challenges brought about by the Eastward accession?

¢ Was the financial assistance designed in a way consistent with the policy set out?

e What are the main indicators of the degree of integration of the beneficiary countries into the EU?

e To what extent was the financial assistance effective in achieving the desired results, and what possibly
hampered its achievement? Can impacts be sufficiently identified in both qualitative and quantitative terms?

e Did the immediate and intermediate results delivered by the evaluated assistance translate into the
desired/expected impacts?

e Were the results achieved, in political, institutional, socio-economic and operational way sustainable, and if
not why not?

e  Were specific results achieved as unexpected/unintended results of the policy/interventions put in place?

8 COM(2010) 543 final
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e To what extent were the EC's chosen implementation modalities relevant and efficient?

e To what extent was the support provided by the EC coherent and sufficient?

e To what extent development patterns, institutional and policy behaviours of the beneficiary countries have
been affected by the accession process?

e To what extent can the changes having taken place represent the outcomes of the process of reform and
economic and political transition put in place by the EU through PHARE?

Lessons learnt and recommendations to an extent relevant and applicable:

e What lessons can be learned from the implementation of the assistance?

e What were the weaknesses and strengths of the policy, and what the ones specific to the assistance
provided?

e Could financial assistance have been better coordinated/aligned with reforms to improve effectiveness,
impact and sustainability?

e  Which type of assistance and reforms achieved the most sustainable results, and what were the reasons for
that?

e What are the main lessons to be drawn in terms of implementation modalities and institutional setting that
could be taken into account in the implementation of IPA?

e Are there any potential actions/country performance which would improve the efficiency and effectiveness of
on-going assistance?

e Are there any actions/country performance which would improve prospects for impact and sustainability of
on-going assistance?

¢ How did Interregional and Cross Border cooperation facilitate the sharing and transferring good practices
from one region to another?

e  Which are the best policies through Interregional and Cross Border cooperation (in terms of experiences and
good practices) to transfer to Enlargement countries? Could you identify innovative approaches that could
be relevant also to the current Enlargement region?

The final version of the Evaluation questions will be agreed with the reference group at the end of the inception
phase.

For each evaluation question at least one appropriate judgement criterion should be proposed, and for each such
criterion the appropriate quantitative and qualitative indicators should be identified and specified. This, in turn, will
determine the appropriate scope and methods of data collection.

2.3 Requested services

With regard to specific objective 1, the evaluation will cover all PHARE programmes. The evaluators will focus
particularly on effectiveness, impact and sustainability of financial assistance.

With regard to specific objective 2, the experts will focus on support provided by the EU in order to gain a full
understanding of EU interventions, and particularly where and why they have worked well, and where and why
they have worked less well. On that basis, the evaluation will provide relevant recommendations to improve the
design, programming and implementation of EU interventions, with the view to improving their relevance,
efficiency, effectiveness, impact and sustainability.

The detailed content and focus of the report will be agreed upon with the Reference Group in the inception phase.
The contract will be GLOBAL PRICE.
2.3.1 Suggested Methodology

DG ELARG's Evaluation guide (attached) and DG Budget's guide “Evaluating EU activities — a practical guide for
the Commission Services” provide guidance on good practices concerning conducting an evaluation™.

The FWCrs [framework contractors] are invited to include an outline of their proposed methodology to undertake
this assignment as part of their technical offer, including comments on the evaluation questions and an
elaboration on judgement criteria to answer the evaluation questions. The final evaluation questions and
methodology for this assignment will be elaborated and agreed upon during the inception phase.
Different/complementary methodological approaches (both quantitative and qualitative, like influence analysis)
can also be proposed by the consultant to address the different dimensions of the evaluation, aiming to come up

“ DG Budget’s evaluation guide is available at:

http://ec.europa.eu/dgs/secretariat_general/evaluation/docs/eval_activities_en.pdf
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with an estimation of the contribution of the EU policy and implementing programmes to the overall socio-
economic and institutional change having taken place.

Whilst the evaluation should have a global representativeness, it is proposed to look more specifically at a sample
of two countries, one of the 2004 wave, and one of the 2007 wave.

In general, the evaluation should follow the steps described below:
1) Desk Phase

e Identification of a sample of relevant projects to look at;
e Collection and analysis of relevant documentation, including past evaluations/studies carried out, not only by
the Commission, and data;
e Identification of the relevant dataset of indicators to use for the quantitative assessment;
e  Completion of the evaluation approach and methodology;
e To establish a list of contacts and sources of data for the field phase;
e To conduct preliminary interviews with relevant stakeholders in Brussels and the countries concerned;
e To prepare and submit a draft inception report, with the purpose:
o To summarise the objectives, scope and outputs of the evaluation;
To provide the final draft of the evaluation questions;
To describe the methodological approach, including the judgement criteria;
To present a work plan for the field and reporting phases.

2) Field Phase

O O O

In this phase, the team will work in the region, and (hon-exhaustive list of actions):

e To conduct interviews with selected stakeholders (European Commission Representations in the region,
governmental and non-governmental institutions, think tanks, stakeholders) according to the workplan and
with special focus on the two countries selected as sample.

e To collect and/or generate data, as agreed in the assessment methodology.

e At the end of the field work, a de-briefing meeting will be organized in Brussels to present preliminary
findings, conclusions and recommendations stemming from the field and desk phase and getting relevant
feedback.

3) Synthesis Phase

This phase is mainly devoted to the preparation of the evaluation report based on the work done during the desk
and field phases, and the outcomes of the briefing meetings held at the end of the field work. The dissemination
seminar, as a wider follow-up event, is scheduled at the end of the assignment.

The experts will make sure that their assessment is objective and balanced. The findings should be verifiable and
substantiated, and should be presented with the recommendations following a logical cause-effect linkage. When
formulating conclusions, the experts should describe the facts assessed, the judgement criteria applied, and how
this led to the findings and recommendations.

Recommendations should address the weaknesses and strengths identified and reported. Recommendations
should be operational and realistic, in the sense of providing clear, feasible and relevant input for decision
making. They should not be general but should address the specific weaknesses identified, clearly pointing out
the measures to be undertaken. Recommendations for action will be addressed to the Commission. However,
where appropriate, the experts should specify the role of any actor other than the Commission, including
beneficiary institutions, in implementing the recommendations.

2.3.2 Reference Group

The experts will work in close cooperation with the members of an advisory Reference Group. The Reference
Group will have the following main responsibilities:

e  Guiding the experts during the planning and implementation of the evaluation;

e Assisting the evaluation manager (DG ELARG A3, Inter-institutional relations, Planning, Reporting and
Evaluations on the evaluation activities;

e Providing an assessment of the quality of the work of the consultant, including endorsement of the Inception
Report, and the final evaluation report.
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The Reference Group will include representatives from DIR A, B, C and D of DG Enlargement, DEVCO, REGIO,
EMPL, AGRI, ECFIN and from the European Commission Representations.

2.4 Required outputs
The outputs of the evaluation will be:
(1) An Inception Report.

A kick-off meeting in Brussels will take place at the beginning of the desk phase. The draft Inception Report,
covering all regions will be sent to key stakeholders for comments before final endorsement by ELARG A3.

(2) An Evaluation report.

The evaluation report should specifically answer each of the evaluation questions agreed in the Inception phase,
and meet all the specific objectives and requested services. The report will include: an executive summary, main
section, conclusions and recommendations and annexes. The final outline of the report will be agreed during the
inception phase. It will have to cover, tentatively, the following points: Executive Summary; Background; The
institutional framework of the accession policy; Socio-economic impact; Institutional impact; The sequencing of
reforms; Sustainability of the impact; The missing links; Main findings and recommendations for the ongoing
accession process. The draft and final report will be presented and discussed in Brussels.

The content and the format of the final report shall be elaborated and approved in the inception phase. The
Contractor should provide an abstract of no more than 200 words and, as a separate document, an executive
summary of maximum 6 pages, both in English and French. The purpose of the abstract is to act as a reference
tool helping the reader to quickly ascertain the study's subject. An executive summary is an overview, which shall
provide information on the (i) purpose of the assignment, (ii) methodology / procedure / approach, (iii) results
[ffindings and (iv) conclusion and recommendations. The Final report should be usable for publication.

(3) An Activity Report.
The outputs of this evaluation will be presented in the English language.

The experts should ensure an internal quality control during the implementing and reporting phase of the
evaluation. The quality control should ensure that the Final evaluation report complies with the requirements in
the methodology section above before its submission to the Reference Group.

(4) The dissemination seminar.
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Annex 2: EU Pre-Accession Financial Assistance, 1990-2006 (€ million) )
Beneficiary 1990-1996 | 1997-1999 | 2000-2003 | 2004-2006 TOTAL
Bulgaria 539.0 314.8 644.8 859.5 4D 2358.1
Cyprus - @ - @ 43.1 18.6 61.7
Czech Republic 429.0 @ 191.9 405.2 36.1 1062.2
Estonia 130.3 59.4 138.6 17.7 346.0
Hungary 683.8 283.6 475.6 35.9 1478.9
Latvia 132.0 116.7 154.5 19.5 422.7
Lithuania 179.0 156.2 437.6 35.7 808.5
Malta - - 36.0 21.0 57.0
Poland 1388.5 632.3 1858.4 114.9 3994.1
Romania 726.1 458.2 1105.8 1381.5 P 3671.6
Slovakia 218.5 @ 225.2 332.1 29.4 805.2
Slovenia 91.0 101.4 148.5 17.5 358.4
Multi-Country / 1446.8 586.5 874.8 340.6 3248.7
Horizontal
TOTAL 5964.0 3126.2 6655.0 2927.9 18673.1
(1) 2) (3) (4) (5) (6)

Data Source: EC (DG ELARG): Annual Reports on Assistance Programmes

1

For the 12 countries acceding to the EU in 2004 or 2007 — as assessed under this evaluation —i.e.:

(A) Phare Programme support to the ten central and eastern European countries (1990-2006) for
which only Bulgaria and Romania were allocated Phare assistance during the period 2004-2006;
the figures cover Phare Programme support under National Programmes as well as funds allocated
to the beneficiary under the Phare Cross Border Cooperation (CBC) Programmes, and funds
specifically allocated to the beneficiary under the Horizontal Programmes, e.g. Nuclear Safety;

(B) Pre-accession support for the Republic of Cyprus and the Republic of Malta (2000-2003);

(C) Transition Facility assistance (2004-2006) provided to the ten countries acceding in 2004; and
(D) Includes Transition Facility assistance (2007) to Bulgaria (M€ 31.5) and to Romania (M€ 46.5).

During 1990-1992 Phare Programme support to the former Czechoslovakia was € 233.0 million;

based on the agreements between the successor states on the split of these programmes it was
estimated that 1990-1992 Phare assistance to the Czech Republic amounted to roughly € 145.0
million and to Slovakia roughly € 88.0 million. These figures are included for the respective country.
The following assistance provided under Phare or other instruments are not covered by this evaluation

3

Prior to 2000 Cyprus and Malta benefited from EU financial and technical cooperation support via a
series of Financial Protocols signed with the individual countries since the late 1970s.
In addition, during the period 2000-2006 EU pre-accession assistance to the ten central and

eastern European countries was also provided under the ISPA and the SAPARD instruments —
years 2000-2003 for the countries acceding in 2004, years 2000-2006 for Bulgaria and Romania.

In addition, the following allocations were made under the Phare Programme 1990-2000: € 34.5

million for the former GDR / East Germany (1990), € 621.4 million for Albania, € 289.2 million for
Bosnia Herzegovina, € 257.0 million for FYROM, and € 43.7 million for the former Yugoslavia.

In addition, during 2005-2006 Croatia was allocated € 132.6 million under the Phare Programme.
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Annex 3: Chapters of the EU Acquis Communautaire

There are presently 35 Chapters of the EU acquis communautaire, representing an overarching policy
goal under which a series of sub-chapters exist representing specific aspects and policy objectives; at
the time the countries acceding 2004-2007 were negotiating accession there were 31 Chapters.

The information below provides a brief overview of the acquis per Chapter based on the 35 Chapters.

Data Source: http://ec.europa.eu/enlargement/policy/conditions-membership/chapters-of-the-acquis/index_en.htm

Chapter 1: Free Movement of Goods

The principle of the free movement of goods implies that products must be traded freely from one part
of the Union to another. In a number of sectors this general principle is complemented by a
harmonised regulatory framework, following the “old approach” (imposing precise product
specifications) or the “new approach” (imposing general product requirements). The harmonised
European product legislation, which needs to be transposed, represents the largest part of the acquis
under this chapter. In addition, sufficient administrative capacity is essential to notify restrictions on
trade and to apply horizontal and procedural measures in areas such as standardisation, conformity
assessment, accreditation, and metrology and market surveillance.

Chapter 2: Freedom of Movement for Workers

The acquis under this chapter provides that EU citizens of one Member State have the right to work in
another Member State. EU migrant workers must be treated in the same way as national workers in
relation to working conditions, social and tax advantages. This acquis also includes a mechanism to
coordinate national social security provisions for insured persons and their family members moving to
another Member State.

Chapter 3: Right of Establishment and Freedom to provide Services

Member States must ensure that the right of establishment of EU national and legal persons in any
Member State and the freedom to provide cross-border services is not hampered by national
legislation, subject to the exceptions set out in the Treaty. The acquis also harmonises the rules
concerning regulated professions to ensure the mutual recognition of qualifications and diplomas
between Member States; for certain regulated professions a common minimum training curriculum
must be followed in order to have the qualification automatically recognised in an EU Member State.
As regards postal services, the acquis also aims at opening up the postal services sector to
competition in a gradual and controlled way, within a regulatory framework which assures a universal
service.

Chapter 4: Free Movement of Capital

Member States must remove, with some exceptions, all restrictions on movement of capital both within
the EU and between Member States and third countries. The acquis also includes rules concerning
cross-border payments and the execution of transfer orders concerning securities. The directive on the
fight against money laundering and terrorist financing requires banks and other economic operators,
particularly when dealing in high-value items and with large cash transactions, to identify customers
and report certain transactions. A key requirement to combat financial crime is the creation of effective
administrative and enforcement capacity, including co-operation between supervisory, law
enforcement and prosecutorial authorities.
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Chapter 5: Public Procurement

The acquis on public procurement includes general principles of transparency, equal treatment, free
competition, and non-discrimination. In addition, specific EU rules apply to the coordination of the
award of public contracts for works, services, and supplies, for traditional contracting entities and for
special sectors. The acquis also specifies rules on review procedures and the availability of remedies.
Specialised implementing bodies are required.

Chapter 6: Company Law

The company law acquis includes rules on the formation, registration, merger, and division of
companies. In the area of financial reporting, the acquis specifies rules for the presentation of annual
and consolidated accounts, including simplified rules for small- and medium-sized enterprises. The
application of International Accounting Standards is mandatory for some public interest entities. In
addition, the acquis specifies rules for the approval, professional integrity, and independence of
statutory audits.

Chapter 7: Intellectual Property Law

The acquis on intellectual property rights specifies harmonised rules for the legal protection of
copyright and related rights. Specific provisions apply to the protection of databases, computer
programs, semiconductor topographies, satellite broadcasting, and cable retransmission. In the field of
industrial property rights, the acquis sets out harmonised rules for the legal protection of trademarks
and designs. Other specific provisions apply for biotechnological inventions, pharmaceuticals, and
plant protection products. The acquis also establishes a Community trademark and Community
design. Finally, the acquis contains harmonised rules for the enforcement of both copyright and
related rights as well as industrial property rights. Adequate implementing mechanisms are required,
in particular effective enforcement capacity.

Chapter 8: Competition Policy

The competition acquis covers both anti-trust and state aid control policies. It includes rules and
procedures to fight anti-competitive behaviour by companies (restrictive agreements between
undertakings and abuse of dominant position), to scrutinise mergers between undertakings, and to
prevent governments from granting state aid which distorts competition in the internal market.
Generally, the competition rules are directly applicable in the whole Union, and Member States must
co-operate fully with the Commission in enforcing them.

Chapter 9: Financial Services

The acquis in the field of financial services includes rules for the authorisation, operation, and
supervision of financial institutions in the areas of banking, insurance, supplementary pensions, and
investment services and securities markets. Financial institutions can operate across the EU in
accordance with the ‘home country control’ principle either by establishing branches or by providing
services on a cross-border basis.

Chapter 10: Information Society and Media

The acquis includes specific rules on electronic communications, on information society services, in
particular electronic commerce and conditional access services, and on audio-visual services. In the
field of electronic communications, the acquis aims to eliminate obstacles to the effective operation of
the internal market in telecommunications services and networks, to promote competition and to
safeguard consumer interests in the sector, including universal availability of modern services. As
regards audio-visual policy, the acquis requires the legislative alignment with the Television without
Frontiers Directive, which creates the conditions for the free movement of television broadcasts within
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the EU. The acquis aims to the establishment of a transparent, predictable, and effective regulatory
framework for public and private broadcasting in line with European standards. The acquis also
requires the capacity to participate in the community programmes Media Plus and Media Training.

Chapter 11: Agriculture and Rural Development

The agriculture chapter covers a large number of binding rules, many of which are directly applicable.
The proper application of these rules and their effective enforcement and control by an efficient public
administration are essential for the functioning of the common agricultural policy (CAP). Running the
CAP requires the setting up of management and quality systems such as a paying agency and the
integrated administration and control system (IACS), and the capacity to implement rural development
measures. Member States must be able to apply the EU legislation on direct farm support schemes
and to implement the common market organisations for various agricultural products.

Chapter 12: Food Safety, Veterinary and Phytosanitary Policy

This chapter covers detailed rules in the area of food safety. The general foodstuffs policy sets
hygiene rules for foodstuff production. Furthermore, the acquis provides detailed rules in the veterinary
field, which are essential for safeguarding animal health, animal welfare, and safety of food of animal
origin in the internal market. In the phytosanitary field, EU rules cover issues such as quality of seed,
plant protection material, harmful organisms, and animal nutrition.

Chapter 13: Fisheries

The acquis on fisheries consists of regulations, which do not require transposition into national
legislation. However, it requires the introduction of measures to prepare the administration and the
operators for participation in the common fisheries policy, which covers market policy, resource and
fleet management, inspection and control, structural actions and state aid control. In some cases,
existing fisheries agreements and conventions with third countries or international organisations need
to be adapted.

Chapter 14: Transport Policy

EU transport legislation aims at improving the functioning of the internal market by promoting safe,
efficient and environmentally sound and user-friendly transport services. The transport acquis covers
the sectors of road transport, railways, inland waterways, combined transport, aviation, and maritime
transport. It relates to technical and safety standards, security, social standards, and state aid control
and market liberalisation in the context of the internal transport market.

Chapter 15: Energy

EU energy policy objectives include the improvement of competitiveness, security of energy supplies
and the protection of the environment. The energy acquis consists of rules and policies, notably
regarding competition and state aids (including in the coal sector), the internal energy market (opening
up of the electricity and gas markets, promotion of renewable energy sources), energy efficiency,
nuclear energy, and nuclear safety and radiation protection.

Chapter 16: Taxation

The acquis on taxation covers extensively the area of indirect taxation, namely value-added tax (VAT)
and excise duties. It lays down the scope, definitions, and principles of VAT. Excise duties on tobacco
products, alcoholic beverages and energy products are also subject to EU legislation. As concerns
direct taxation, the acquis covers some aspects of taxing income from savings of individuals and of
corporate taxes. Furthermore, Member States are committed to complying with the principles of the
Code of Conduct for Business Taxation, aimed at the elimination of harmful tax measures.
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Administrative co-operation and mutual assistance between Member States is aimed at ensuring a
smooth functioning of the internal market as concerns taxation and provides tools to prevent intra-
Community tax evasion and tax avoidance. Member States must ensure that the necessary
implementing and enforcement capacities, including links to the relevant EU computerised taxation
systems, are in place.

Chapter 17: Economic and Monetary Policy

The acquis in the area of economic and monetary policy contains specific rules requiring the
independence of central banks in Member States, prohibiting direct financing of the public sector by
the central banks and prohibiting privileged access of the public sector to financial institutions.
Member States are expected to co-ordinate their economic policies and are subject to the Stability and
Growth Pact on fiscal surveillance. New Member States are also committed to complying with the
criteria laid down in the Treaty in order to be able to adopt the euro in due course after accession.
Until then, they will participate in the Economic and Monetary Union as a Member State with
derogation from the use of the euro and shall treat their exchange rates as a matter of common
concern.

Chapter 18: Statistics

The acquis in the field of statistics requires the existence of a statistical infrastructure based on
principles such as impartiality, reliability, transparency, confidentiality of individual data and
dissemination of official statistics. National statistical institutes act as reference and anchor points for
the methodology, production, and dissemination of statistical information. The acquis covers
methodology, classifications, and procedures for data collection in various areas such as macro-
economic and price statistics, demographic and social statistics, regional statistics, and statistics on
business, transport, external trade, agriculture, environment, and science and technology. No
transposition into national legislation is needed as the majority of the acquis takes the form of
regulations.

Chapter 19: Social Policy and Employment

The acquis in the social field includes minimum standards in the areas of labour law, equality, health,
and safety at work and anti-discrimination. The Member States participate in social dialogue at
European level and in EU policy processes in the areas of employment policy, social inclusion, and
social protection. The European Social Fund is the main financial tool through which the EU supports
the implementation of its employment strategy and contributes to social inclusion efforts
(implementation rules are covered under Chapter 22, which deals with all structural instruments).

Chapter 20: Enterprise and industrial policy

EU industrial policy seeks to promote industrial strategies enhancing competitiveness by speeding up
adjustment to structural change, encouraging an environment favourable to business creation and
growth throughout the EU as well as domestic and foreign investments. It also aims to improve the
overall business environment in which small and medium sized enterprises (SMES) operate. It
involves privatisation and restructuring (see also Chapter 8 — Competition policy). EU industrial policy
mainly consists of policy principles and industrial policy communications. EU consultation forums and
Community programmes, as well as communications, recommendations and exchanges of best
practices relating to SMEs aim to improve the formulation and coordination of enterprise policy across
the internal market on the basis of a common definition of SMEs. The implementation of enterprise
and industrial policy requires adequate administrative capacity at the national, regional, and local
level.
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Chapter 21: Trans-European Networks

This chapter covers the Trans-European Networks policy in the areas of transport,
telecommunications, and energy infrastructures, including the Community guidelines on the
development of the Trans-European Networks and the support measures for the development of
projects of common interest. The establishment and development of Trans-European Networks and
the promotion of proper interconnection and interoperability of national networks aim to take full
advantage of the internal market and to contribute to economic growth and the creation of employment
in the European Union.

Chapter 22: Regional Policy and Coordination of Structural Instruments

The acquis under this chapter consists mostly of framework and implementing regulations, which do
not require transposition into national legislation. They define the rules for drawing up, approving, and
implementing Structural Funds and Cohesion Fund programmes reflecting each country’s territorial
organisation. These programmes are negotiated and agreed with the Commission, but implementation
is the responsibility of the Member States. Member States must respect EU legislation in general, for
example in the areas of public procurement, competition and environment, when selecting and
implementing projects. Member States must have an institutional framework in place and adequate
administrative capacity to ensure programming, implementation, monitoring, and evaluation in a sound
and cost-effective manner from the point of view of management and financial control.

Chapter 23: Judiciary and Fundamental Rights

EU policies in the area of judiciary and fundamental rights aim to maintain and further develop the
Union as an area of freedom, security, and justice. The establishment of an independent and efficient
judiciary is of paramount importance. Impartiality, integrity and a high standard of adjudication by the
courts are essential for safeguarding the rule of law. This requires a firm commitment to eliminating
external influences over the judiciary and to devoting adequate financial resources and training. Legal
guarantees for fair trial procedures must be in place. Equally, Member States must fight corruption
effectively, as it represents a threat to the stability of democratic institutions and the rule of law. A solid
legal framework and reliable institutions are required to underpin a coherent policy of prevention and
deterrence of corruption. Member States must ensure respect for fundamental rights and EU citizens’
rights, as guaranteed by the acquis and by the Fundamental Rights Charter.

Chapter 24: Justice, Freedom and Security

EU policies aim to maintain and further develop the Union as an area of freedom, security, and justice.
On issues such as border control, visas, external migration, asylum, police cooperation, the fight
against organised crime and against terrorism, cooperation in the field of drugs, customs cooperation,
and judicial cooperation in criminal and civil matters, Member States need to be properly equipped to
adequately implement the growing framework of common rules. Above all, this requires a strong and
well-integrated administrative capacity within the law enforcement agencies and other relevant bodies,
which must attain the necessary standards. A professional, reliable, and efficient police organisation is
of paramount importance. The most detailed part of the EU’s policies on justice, freedom, and security
is the Schengen acquis, which entails the lifting of internal border controls in the EU. However, for the
new Member States substantial parts of the Schengen acquis are implemented following a separate
Council Decision to be taken after accession.

Chapter 25: Science and Research

The acquis in the field of science and research does not require transposition of EU rules into the
national legal order. Implementation capacity relates to the existence of the necessary conditions for
effective participation in the EU’s Framework Programmes. In order to ensure the full and successful
association with the Framework Programmes, Member States need to ensure the necessary
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implementing capacities in the field of research and technological development including adequate
staffing.

Chapter 26: Education and Culture

The areas of education, training, youth, and culture are primarily the competence of the Member
States. A cooperation framework on education and training policies aims to converge national policies
and the attainment of shared objectives through an open method of coordination, which led to the
Education and Training 2010 program, which integrates all actions in the fields of education and
training at European level. As regards cultural diversity, Member States need to uphold the principles
enshrined in Article 151 of the EC Treaty and ensure that their international commitments allow for
preserving and promoting cultural diversity. Member States need to have the legal, administrative, and
financial framework and necessary implementing capacity in place to ensure sound financial
management of the education, training, and youth Community programmes (currently Leonardo da
Vinci, Socrates, and Youth).

Chapter 27: Environment

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

Chapter 28: Consumer and Health Protection

The consumer protection acquis covers the safety of consumer goods as well as the protection of the
economic interests of consumers in a humber of specific sectors. Member States need to transpose
the acquis into national law and to put in place independent administrative structures and enforcement
powers which allow for effective market surveillance and enforcement of the acquis. Appropriate
judicial and out-of-court dispute resolution mechanisms as well as consumer information and
education and a role for consumer organisations should be ensured as well. In addition, this chapter
covers specific binding rules in the area of public health.

Chapter 29: Customs Union

The customs union acquis consists almost exclusively of legislation which is directly binding on the
Member States. It includes the EU Customs Code and its implementing provisions, the combined
nomenclature, common customs tariff and provisions on tariff classification, customs duty relief, duty
suspensions and certain tariff quotas, and other provisions such as those on customs control of
counterfeit and pirated goods, drugs precursors, export of cultural goods as well as on mutual
administrative assistance in customs matters and transit. Member States must ensure that the
necessary implementing and enforcement capacities, including links to the relevant EU computerised
customs systems, are in place. The customs services must also ensure adequate capacities to
implement and enforce special rules laid down in related areas of the acquis such as external trade.

Chapter 30: External Relations

The acquis in this field consists mainly of directly binding EU legislation which does not require
transposition into national law. This EU legislation results from the EU’s multilateral and bilateral
commercial commitments, as well as from a number of autonomous preferential trade measures. In
the area of humanitarian aid and development policy, Member States need to comply with EU
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legislation and international commitments and ensure the capacity to participate in the EU’s
development and humanitarian policies. Applicant countries are required to progressively align its
policies towards third countries and its positions within international organisations with the policies and
positions adopted by the Union and its Member States.

Chapter 31: Foreign, Security and Defence Policy

The common foreign and security policy (CFSP) and the European security and defence policy
(ESDP) are based on legal acts, including legally binding international agreements, and on political
documents. The acquis consists of political declarations, actions, and agreements. Member States
must be able to conduct political dialogue in the framework of CFSP, to align with EU statements, to
take part in EU actions and to apply agreed sanctions and restrictive measures. Applicant countries
are required to progressively align with EU statements, and to apply sanctions and restrictive
measures when and where required.

Chapter 32: Financial Control

The acquis under this chapter relates to the adoption of internationally agreed and EU compliant
principles, standards, and methods of public internal financial control (PIFC) that should apply to the
internal control systems of the entire public sector, including the spending of EU funds. In particular,
the acquis requires the existence of effective and transparent financial management and control
systems (including adequate ex-ante, ongoing and ex-post financial control or inspection); functionally
independent internal audit systems; the relevant organisational structures (including central co-
ordination); an operationally and financially independent external audit organisation to assess,
amongst others, the quality of the newly established PIFC systems. This chapter also includes the
acquis on the protection of EU financial interests and the fight against fraud involving EU funds.

Chapter 33: Financial and Budgetary Provisions

This chapter covers the rules concerning the financial resources necessary for the funding of the EU
budget (‘fown resources’). These resources are made up mainly from contributions from Member
States based on traditional own resources from customs and agricultural duties and sugar levies; a
resource based on value-added tax; and a resource based on the level of gross national income.
Member States must have appropriate administrative capacity to adequately co-ordinate and ensure
the correct calculation, collection, payment, and control of own resources. The acquis in this area is
directly binding and does not require transposition into national law.

Chapter 34: Institutions

This chapter covers the institutional and procedural rules of the EU. When a country joins the EU,
adaptations need to be made to these rules to ensure this country's equal representation in EU
institutions (European Parliament, Council, Commission, Court of Justice) and other bodies and the
good functioning of decision-making procedures (such as voting rights, official languages and other
procedural rules) as well as elections to the European Parliament. EU rules in this chapter do not
affect the internal organisation of a Member State, but acceding countries need to ensure that they are
able to participate fully in EU decision-making by setting up the necessary bodies and mechanisms at
home and by electing or appointing well-prepared representatives to the EU institutions. After
concluding the accession negotiations, specific rules for the interim period until accession ensure a
smooth integration of the country into EU structures: an information and consultation procedure is put
in place and, once the Accession Treaty is signed, the acceding country is granted active observer
status in the European Parliament and Council as well as in Commission committees.

Chapter 35: Other Issues
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EU transfers to PHARE countries

At the turn of the millennium, the politics of EU enlargement aimed at the creating a pre-accession
strategy for applicant countries. Candidate countries had to satisfy the economic and political
conditions known as the “Copenhagen criteria” in order to become Member States. This included the
requirement of establishing a stable democracy, respecting human rights, building a functioning
market economy and adopting the common rules, standards and policies that make up the body of EU
law, i.e. harmonising their legal systems with that of the Acquis Communautaire.

The financial funds supporting these aims were the following:

¢ PHARE (since 1989), aimed originally at institution building / capacity-building and investment
financing, which in 2000 was extended to preparing the candidate countries for accession,
meeting the so Copenhagen criteria. PHARE disbursed 6.8 billion EUR between 1990-1999 and 9
billion EUR between 2000-2006.

e |SPA (since 2000) financed investments in environment and transport. ISPA disbursed 2.9 billion
EUR between 2000-2006.%"

e SAPARD (since 2000) targeted the long-term adjustment of the agricultural sector and rural areas,
prepared candidate countries for the conditions of receiving support from the Common Agricultural
Policy. SAPARD disbursed 2 billion EUR between 2000-2006.%

e Transition Facility (between 2004-2006) was an additional fund financing the strengthening of
administrative capacity of new Member States to implement and enforce Community legislation
and to use EU funding more efficiently.

The capacity of new Member States for absorbing EU funds countries was very heterogeneous, the
lowest capacity being observed in Bulgaria53. The main obstacles to satisfactory absorption of EU
funds were as follows: low administrative capacity of Beneficiaries (e.g. NGOs and municipalities), lack

% Source: “From Estonia to Romania - the biggest enlargement in EU history.” http://ec.europa.eu/budget/library/explained/faqg/fiche_cost_enlargement_en.pdf

*1 Source: “From Estonia to Romania - the biggest enlargement in EU history.” http://ec.europa.eu/budget/library/explained/fag/fiche_cost_enlargement_en.pdf

®2 Source: “From Estonia to Romania - the biggest enlargement in EU history.” http://ec.europa.eu/budget/library/explained/faq/fiche_cost_enlargement_en.pdf

%% The least effectively absorbed funds were those provided under PHARE. In the period between 2003 and 2006 the EU granted over EUR 681 min but the country succeeded
in spending a little more than EUR 64 min which is barely 9.4%.” Source of above quotation: ,Five years of Bulgaria’'s membership into the European Union — the slow
absorption of EU funds slackens Bulgaria’s europeanization.” By Venelin Tsachevsky. Electronic Publications of Pan-European Institute 2/2012.
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of skilled project and programme management personnel, and corruption, lack of English speakers,
lack of funds for co-financing, politically motivated obstacles to project implementation.>

Figure 1: PHARE allocations to national and Cross Border Programmes 1999 — 2006 *°
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> Bulgaria’s EU Funds Absorption: Maximizing the Potential! By lana Paliova and Tonny Lybek. IMF Working Paper.

* Source: Supporting enlargement — what does evaluation show? Ex post Evaluation of Phare support allocated between 1999-2001, with a brief review of post-2001
allocations. Consolidated Summary Report. European Commission Directorate-General Enlargement, July 2007 by MWH Consortium.
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Figure 2: PHARE allocations by country and sector 1999-2002 *°
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The column “others” includes economic development, Small and Medium sized enterprises, public sector development, regional and social development.

% "Source: From Pre-Accession to Accession. Interim Evaluation of Phare support allocated in 1999-2002 and implemented until November 2003. Consolidated Summary
Report. March 2004. By EMS consortium. European Commission Directorate-General Enlargement, Directorate E — Evaluation Unit.
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Economic Growth and Investment

The PHARE Programme facilitated economic growth by modernising the legal
framework and the respective supervisory bodies. The Programme has also helped
the candidate countries to bring their industries and basic infrastructure up to
Community standards by mobilising the investment required.

PHARE financing in most cases consisted of grants, and only seldom was PHARE
used for setting up loan funds for specific purposes®’. PHARE investment was
directed particularly into areas where the application of Community rules were
demanding for the candidate countries, i.e. into environment, transport, industry,
product quality and working conditions. PHARE funds were directed for the
development of the SME sectors of the new Member States by facilitating SME
access to credit, information and communication technology, advice, marketing
services, subcontracting, networking and clustering. PHARE has also contributed to
economic growth by supporting applied research and development.

Studies show that the expansion of the Single Market resulted in significant
economic benefits: increased overall prosperity and brought substantial gains in
terms of security and stability for the EU. Selected examples of these impacts are as
follows:>®
e More growth and employment for EU-15: an additional 2.15% of GDP and
an additional 2.75 million of jobs
e More trade: The share of EU-15 (old Member States) in EU-10 (New
Member States) imports has risen from 56% to 62 %( 2005), and the share
of EU-10 (new Member states) in EU-15 imports has risen from 5% to 13%.
e More Foreign Direct Investments (FDI): The FDI in EU-10 (New Member
States) has risen from 0% to 40% of GDP, whereby the share of EU-15 (old
Member States) within this FDI is 75%. These investments from EU-15 to
EU-10 have had negligible negative impact on EU-15 employment levels,
despite initial fears in some member states.

> E.g. for energy saving in the Czech Republic or for soft loans and microcredits in order to facilitate SME development in Hungary
%8 Source: “From Estonia to Romania - the biggest enlargement in EU history.” http://ec.europa.eu/budget/library/explained/faqg/fiche_cost_enlargement_en.pdf
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Table 1: GDP per capita in Purchasing Power Standard *° as a percentage of EU28 *°

PHARE countries compared with EU28, 2002-2013
Source of data: Eurostat

2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
Bulgaria 32 34 35 37 38 40 43 44 44 46 47 47
Cyprus 89 89 91 93 93 94 99 100 97, 93 91 86
Czech Republic 74 77| 78 79 80 83 81 82 81 81 81 80
Estonia 50 55 57, 62 66 70 69 64 64 69 71 72
Hungary 61 63 63 63 63 61 64 65 66 67 67 67,
Latvia 41 44 47 50 53 57 58 54 55 60 64 67
Lithuania 45 50 52 55 58 62 64 58 62 67 72 74
Malta 83 82 80 80 79 78 81 84 87, 86 86 87,
Poland 48 49 51 51 52 54 56 60, 63 65 67 68
Romania 30 32 35 35 39 43 49 50 51 51 53 54
Slovakia 54 56 57 60 63 68 72 73 74 75 76 76
Slovenia 83 84 87, 87 88 88 91 86 84 84 84 83
EU (28 countries) 100 100 100 100 100 100 100 100 100 100 100 100

* The purchasing power standard, abbreviated as PPS, is an artificial currency unit. Theoretically, one PPS can buy the same amount of goods and services in each country.
However, price differences across borders mean that different amounts of national currency units are needed for the same goods and services depending on the country. PPS
are derived by dividing any economic aggregate of a country in national currency by its respective purchasing power parities (PPP). PPS is the technical term used by Eurostat
for the common currency in which national accounts aggregates are expressed when adjusted for price level differences using PPPs. Thus, PPPs can be interpreted as the
exchange rate of the PPS against the euro.

% Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/europe_2020_indicators/headline_indicators/data
|
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Figure 3: GDP per capita in Purchasing Power Standard ®* as a percentage of EU28 %

PHARE countries compared with EU28, 2002-2013
Source of data: Eurostat
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The enlargement of the EU has involved the accession of
countries whose per capita GDP was substantially lower than the
EU average. However, the dynamics of their growth immediately
before and after accession was higher than that of old Member
States. EU accession has significantly contributed to economic
convergence, i.e. to the decrease of development gaps between
Member States.

Between 2002 and 2013 the economic performance of PHARE
countries has converged to each other and to those of the older
Member States. Moreover, during this period the variability of
economic performance across PHARE countries has clearly
decreased. There is no research available that would identify /
quantify the contribution of PHARE assistance to the above
changes.

® The purchasing power standard, abbreviated as PPS, is an artificial currency unit. Theoretically, one PPS can buy the same amount of goods and services in each country.
However, price differences across borders mean that different amounts of national currency units are needed for the same goods and services depending on the country. PPS
are derived by dividing any economic aggregate of a country in national currency by its respective purchasing power parities (PPP). PPS is the technical term used by Eurostat
for the common currency in which national accounts aggregates are expressed when adjusted for price level differences using PPPs. Thus, PPPs can be interpreted as the

exchange rate of the PPS against the euro.

®2 Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/europe_2020_indicators/headline_indicators/data

Final Evaluation Report, issued on 19/01/2015

Page 125



http://epp.eurostat.ec.europa.eu/portal/page/portal/europe_2020_indicators/headline_indicators/data

Evaluation of PHARE [EU pre-accession] financial assistance to Bulgaria, Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta,
Poland, Romania, Slovakia, Slovenia

Table 2: Inward FDI stocks in % of GDP ®
PHARE countries compared with EU27, 2001 - 2012

Source of Data: Eurostat

2001 2002 [2003 [2004 2005 [2006 2007 [2008 [2009 (2010 2011 [2012
Bulgaria 20 22 27, 36 51 67 84 89 98 98 95 95
Cyprus 42 46 50 54 71 78 70 76 75 89 90
Czech Republic 46 43 42 46 49 51 58 53 61 64 60 67
Estonia 51 52 64 76 86 72 71 73 84 87 81 84
Hungary 53 49 45 56 59 70 65 59 75 71 65 80
Latvia 29 27 27, 30 33 36 36 35 43 45 47 46
Lithuania 22 25 24 26 33 35 36 28 35 36 36 37
Malta 65 50 56 64 74 95 101 96 105 188 178 179
Poland 22 22 24 31 31 35 39 32 42 45 42 47
Romania 18 25 27 35 34 35 42 43 42 45
Slovakia 28 32 43 47 52 57 53 56 58 57 58 60,
Slovenia 13 15 19 21 21 22 28 30 30 31 32 33
EU (27 countries) 15 17 17 19 20 24 26 30 31

63 Hyperlink to the table: http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tec00105
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Figure 4: Inward FDI stocks in % of GDP *

PHARE countries compared with EU27, 2001 - 2012
Source of Data: Eurostat
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During the decade preceding the accession, foreign direct investment
(FDI) has arrived to Central and Eastern European countries
dynamically, but unevenly. There was a clear concentration of FDI in
the three largest economies (Poland, Hungary and Czech Republic),
which in 2004 absorbed almost 80 % of the total accumulated inward
foreign direct investment stocks.

FDI has significantly contributed to the fact that between the years
1997 and 2005 the stability of the economies of the newly acceding
countries has substantially improved, and converged to those of the
old Member States. In particular, the enlargement countries have
significantly reduced their inflation rate, interest rates and budget
deficit, while somewhat increasing their indebtedness.

The indicator “Inward FDI stocks in % of GDP” shows that during the
investigated decade, among PHARE countries Malta has increased
its FDI stock most dynamically. Up to 2009 , in Central and Southern
European countries FDI increased and was diversified across
sectors, but since 2010 FDI stock has generally stagnated with the
exception of some large investments.

% Source: http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tec00105
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Trade

With EU accession the new Member States have obliged themselves to implement the principle
of the free movement of goods within the Union. Consequently the regulatory framework of
product legislation needed to be transposed. A wide range of PHARE projects have facilitated
the development of Government administrative capacity in the policy areas of standardization,
conformity assessment, accreditation, metrology, market surveillance and customs. In particular,
PHARE projects on behalf of customs organisations facilitated the fight against smuggling of
excise goods, and the training of criminal services in their fight against VAT frauds.

In the sector “Internal Market”, PHARE support was extended to various types of projects, such
as

e Technical Assistance (e.g. the facilitation of introducing a particular piece of European
product legislation),

e Twinning (the transfer of know how between analogous Government agencies — e.g.
laboratory accreditation boards- of various countries) and

e Supply (i.e. the financing the procurement of certain infrastructures and hardware for
Government agencies, e.g. the furnishing of market surveillance institutions with the
necessary measurement instruments).
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Table 3: Exports of goods and services in % of GDP ®

Value of exports of goods and services divided by the GDP in current prices.
PHARE countries compared with Euro area, 2002-2013

Total - All products, all trade partners

Source of data: Eurostat

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Bulgaria 47,4 48,5 51,9 40,5 61,2 59,5 58,2 47,5 57,4 66,5 66,7 70,2
Cyprus 51,2 47,5 48,3 48,6 48,1 48,2 45,8 40,8 42,0 43,5 43,5 45,0
Czech Republic 57,6 59,1 63 64,4 67 68,2 64,4 59 66,6 72,9 78,0 78,6
Estonia 70,9 69,1 73,0 77,7 72,7 67,1 71,0 63,8 77,5 87,3 90,2 87,7
Hungary 63,3 61,4 63,3 65,9 77,7 81,3 81,7 77,6 85,1 91,6 94,7 96,2
Latvia 41,3 42,2 44 48,2 45,1 42,5 43,1 43,9 53,6 58,8 61,6 59,7
Lithuania 52,4 50,9 51,9 57,3 58,8 53,8 59,6 54,2 67,7 77,2 83,9 86,9
Malta 81,4 77,0 76,3 74,9 88,8 92,2 91,8 81,8 90,6 97,1 102,1 93,7
Poland 28,6 33,3 37,5 37,1 40,4 40,8 39,9 39,4 42,2 45,1 46,7 47,8
Romania 35,4 34,8 35,8 33,1 32,3 29,3 30,4 30,6 35,4 40,0 40,6 42,2
Slovakia 71,1 75,8 74,5 76,3 84,5 86,9 83,5 70,6 80,4 89,5 96,6 97,6
Slovenia 55,1 53,8 57,8 62,2 66,5 69,5 67,9 59,4 66,8 73 76,1 78,1
EU (28 countries) 35,2 34,5 35,7 37,1 39,5 40 41,2 36,9 40,9 43,8 449 44,9
Euro area (18 countries) 36,3 35,3 36,7 38,1 40,4 41,5 42 36,9 41,3 44,3 45,9 45,9

% Source: http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tet00003
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Figure 5: Exports of goods and services in % of GDP °°

This indicator is the value of exports of goods and services divided by the GDP in current prices.
PHARE countries compared with Euro area, 2002-2013

Total - All products, all trade partners

Source of data: Eurostat
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In most new Member States, EU
accession gave an impetus to their
export activity.

During the investigated decade,
Hungary, Estonia, Slovakia and
Poland were more export-oriented

than the countries of the Euro area.

The financial crisis of 2008 has
clearly reduced this type of export,
but immediately afterwards all new
Member States have dynamically
increased their exports.

% Source: http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tet00003
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Table 4: Imports from non-EU countries: Share of PHARE countries within the total imports of EU28 from non-EU countries (%) '

PHARE countries compared with EU28, 2004-2013
Total - All products. PARTNER: Extra EU-28
Source of data: Eurostat

2004 2005/ 2006, 2007, 2008 2009] 2010 2011 2012 2013
Bulgaria 0,5 0,4 0,4 0,6 0,7 0,5 0,5 0,5 0,6 0,6
Cyprus 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1
Czech Republic 1,1 1 1,1 1,2 14 1,3 1,6 1,6 15 15
Estonia 0,2 0,2 0,2 0,2 0,1 0,1 0,1 0,2 0,2 0,1
Hungary 15 1,4 1,3 15 15 14 14 1,3 1,2 1,3
Latvia 0,1 0,1 0,2 0,2 0,2 0,1 0,1 0,2 0,2 0,2
Lithuania 0,4 0,4 0,4 0,4 0,6 0,4 0,5 0,6 0,6 0,6
Malta 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1
Poland 1,7 1,7 2 2,2 2,5 2,4 2,6 2,6 2,8 2,9
Romania 0,9 1 1,1 1 11 0,8 0,8 0,9 0,8 0,8
Slovakia 0,5 0,5 0,6 0,8 0,9 0,8 0,9 0,9 0,9 0,9
Slovenia 0,2 0,2 0,2 0,3 0,4 0,4 0,4 0,4 0,4 0,4
Total of PHARE countries 7,3 7,1 7,7 8,6 9,6 8,4 9,1 9,4 9,4 9,5
European Union (28 countries) 100,0; 100,0; 100,0; 100,0; 100,0 100,0f 100,0f 100,0{f 100,0f 100,0

®7 Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
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Figure 6: Imports from non-EU countries: Share of PHARE countries within the total imports of EU28 from non-EU countries (%)

PHARE countries compared with EU28, 2004-2013
Total - All products. PARTNER: Extra EU-28
Source of data: Eurostat
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During the decade 2004-2013 the share of PHARE countries within the EU regarding the imports from non-EU countries has significantly increased. Poland,
Slovakia and Slovenia were the countries where dependence on non-EU imports has grown most dynamically.

®® Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
e ———————
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Table 5: Exports to non-EU countries: Share of PHARE countries within the total exports of EU28 to non-EU countries (%) %

PHARE countries compared with EU28, 2004-2013
Total - All products. Trade partner: Extra EU-28
Source of data: Eurostat

2004 (2005 |2006 [2007 (2008 |2009 (2010 (2011 |2012 |2013
Bulgaria 0,3 0,3 0,4 0,4 0,5 0,4 0,4 0,5 0,5 0,5
Cyprus 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Czech Republic 0,7 0,8 0,9 1,0 11 11 1,2 1,3 1,4 1,3
Estonia 0,1 0,1 0,2 0,2 0,2 0,2 0,2 0,3 0,3 0,2
Hungary 0,7 0,9 1,0 11 11 11 11 1,2 11 1,0
Latvia 0,1 0,1 0,1 0,1 0,2 0,2 0,2 0,2 0,2 0,2
Lithuania 0,3 0,3 0,4 0,4 0,5 0,4 0,5 0,5 0,5 0,6
Malta 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1
Poland 1,2 14 1,6 1,7 19 1.8 1.8 19 2,0 2,2
Romania 0,5 0,6 0,7 0,7 0,8 0,7 0,8 0,8 0,8 0,9
Slovakia 0,3 0,3 0,4 0,4 0,5 0,5 0,6 0,5 0,6 0,6
Slovenia 0,3 0,3 0,4 0,4 0,4 0,4 0,4 0,4 0,4 0,4
Total of PHARE countries 4,6 5,2 6,2 6,5 7,3 6,9 7,3 7,7 7,9 8,0
European Union (28 countries) 100,0, 100,0; 100,0f 100,0, 100,0; 100,0, 100,0f 100,0; 100,0, 100,0

% Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
|
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Figure 7: Exports to non-EU countries: Share of PHARE countries within the total exports of EU28 to non-EU countries (%) ™

PHARE countries compared with EU28, 2004-2013
Total - All products. Trade partner: Extra EU-28
Source of data: Eurostat
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At the time of EU accession, the aggregate share of
the new Member States within the total exports of
EU28 to Non-EU countries was only 4,6%. During
the investigated decade this proportion grew to 8%,
which shows a significant reduction of the gap
between old and new Member States regarding
their export capacity. A great deal of this increase
can be attributed to the dynamically developing
export activity of the Polish and Czech economies.

The 2008 financial crisis has clearly reduced the
export capabilities of some new Member States to
Non-EU countries.

° Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
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Agriculture

With EU accession, candidate countries have obliged themselves to apply the laws of the
common agricultural policy (CAP). PHARE has helped the agricultural administrations to run
the CAP which requires the setting up of management and quality systems such as a paying
agency and an integrated administration and control system (IACS), and the capacity to
implement rural development measures.

With the help of Technical Assistance, Twinning and Supply projects, Member States have
acquired the application of EU legislation on direct farm support schemes, and have set up
common market organisations for various agricultural products. Agricultural institution
development included also the development of e-government solutions in monitoring and
enforcing measures in every subordinated policy area of agricultural governance, including
CAP Administration, and extending to veterinary, phytosanitary, food safety, seed
certification and other administrative activities.

In the transition economies of Central and Eastern Europe agriculture has a relatively higher
importance of in the economy then in old Member States. Most candidate countries provided
high support for agriculture before transition, ranging from border measures to different
types of direct payments, input subsidies, investment aids, or tax exemptions. In the years
before accession these measures were adjusted to the instruments of the Common
Agricultural Policy.
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Table 6: Agricultural Labour Input Statistics: indices (2005 = 100) ™

Total labour force input
PHARE countries compared with EU28 and Euro area, 2004 to 2013
Source of data: Eurostat

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Bulgaria 113,7 100,0 90,0 78,9 74,2 69,6 64,9 60,0 55,5 51,3
Cyprus 105,9 100,0 95,1 90,2 90,3 90,2 88,6 88,6 88,2 89,2
Czech Republic 104,0 100,0 95,6 99,2 86,7 82,3 78,1 76,3 76,0 75,5
Estonia 101,2 100,0 98,8 87,0 82,5 77,4 67,1 65,8 65,2 65,8
Hungary 106,0 100,0 96,6 87,9 82,4 84,7 84,2 82,7 81,6 81,1
Latvia 101,0 100,0 88,9 77,7 71,7 67,2 62,1 59,2 58,0 54,4
Lithuania 95,3 100,0 95,5 91,0 86,9 84,7 82,6 82,3 83,8 81,3
Malta 105,9 100,0 100,0 103,4 103,4 103,4 120,7 120,7 120,7 120,7
Poland 99,6 100,0 100,0 100,3 100,3 96,6 91,7 91,7 91,7 91,7
Romania 90,0 100,0 97,3 84,9 82,9 82,9 63,1 59,0 60,6 60,1
Slovakia 106,7 100,0 92,4 92,4 91,4 87,0 56,8 58,1 57,8 54,8
Slovenia 100,1 100,0 98,5 93,2 92,4 89,1 85,5 86,6 85,2 83,1
European Union (28 countries)|; 100,0 97,9 93,1 90,8 87,9 81,9 79,8 79,3 78,2
Euro area (12 countries) 102,4 100,0 98,8 96,4 93,8 89,5 88,5 86,3 84,9 83,5

™ Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
|
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Figure 8: Agricultural Labour Input Statistics: indices (2005 = 100) "

Total labour force input

PHARE countries compared with Euro area, 2004 to 2013

Source of data: Eurostat
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During the decade following EU accession,
agricultural employment has decreased in all
new Member States, with the exception of Malta.
The most dynamic decrease of agricultural
employment was observed exactly in those
countries, in which before EU accession the
corresponding indicators were the highest:, i.e. in
Bulgaria, Slovakia and Romania. The above
described phenomenon is a clear sign of
convergence among new Member States.

During the decade 2004 to 2013 agricultural
employment in the Euro area has decreased by
nearly 20 percentage points. This shows that
during the investigated decade the gap between
old and new Member States regarding
agricultural employment has not been reduced.

2 Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
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3

Table 7: Crops products — Yields " of cereals for the production of grain (including rice and seed) (100 kg/ha) "

PHARE countries compared with European Union, 2005-2013
Source of data: Eurostat

2005 2006 2007  [2008  [2009  [2010 011 012 013
Bulgaria 41,6h.a. 24,5 40,9 43,3 40,2 42,5 36,7 45,7
Cyprus 11,3 11,3 14,6 16,4 18,2 19,3 19,6 24,0 16,6
Czech Republic 47,5 41,7 45,3 54,4 50,8 48,4 56,1 454 53,2
Estonia 26,9 22,1 30,1 27,9 27,6 24,4 26,0 34,1 32,1
Hungary 55,3 51,0 34,9 57,9 47,2 47,6 51,1 37,6 48,0
Latvia 28,0 22,6 29,4 31,0 30,8 27,7 27,4 37,7 33,7
Lithuania 29,4n.a. 30,1 33,5 34,5 27,6 30,3 40,2 36,8
Poland 32,3 26,0 32,5 32,2 34,8 32,2 34,3 37,1 38,0
Romania 33,2 31,0 15,3 32,4 28,2 32,8 39,7 23,4 38,5
Slovakia 44.8 39,6 35,6 51,8 43,4 37,0 50,1] 38,3 46,7
Slovenia 60,4 51,3 53,6 54,9 52,8 60,0 64,0 57,8 47,4
European Union”® 50,4 48,9 45,8 52,3 50,9 50,2 50,7 49,1n.a.

s Crop yields mean harvested production per unit of harvested area for crop products. In most of the cases yield data are not recorded but obtained by dividing the production
data by the data on area harvested.

“ http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database

’® European Union : EU6-1972, EU9-1980, EU10-1985, EU12-1994, EU15-2004, EU25-2006, EU27-2013, EU28
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Figure 9: Crops products — Yields " of cereals for the production of grain (including rice and seed) (100 kg/ha) ”’

PHARE countries compared with European Union, 2005-2013
Source of data: Eurostat
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7 Crop yields mean harvested production per unit of harvested area for crop products. In most of the cases yield data are not recorded but obtained by dividing the production
data by the data on area harvested.
77 http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
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Environment and Energy

With EU accession, candidate countries have obliged themselves to apply EU
environment policy which aims to promote sustainable development and protect the
environment for present and future generations. PHARE projects have helped these
countries to implement preventive actions, to apply the polluter pays principle, to fight
environmental damage at source, to share responsibility with a wide range of
stakeholders, and to integrate environmental protection into other policies. The new
Member States have harmonized their legislation with over 200 major legal acts of the
Acquis, covering horizontal legislation, water and air quality, waste management, nature
protection, industrial pollution control and risk management, chemicals and genetically
modified organisms (GMOSs), noise and forestry. A wide range of the above regulatory
fields were accompanied and facilitated by PHARE projects.

Compliance with the Acquis required significant investment. PHARE was instrumental in
launching Supply projects in order to meet the needs of enforcing organisations.

PHARE also supported energy efficiency (e.g. of buildings) by various measures e.g. by
setting up loan funds for this purpose (e.g. in the Czech Republic and in Slovakia).

Examples of PHARE supported projects in the environmental field are as follows:
e Protecting the habitats of birds
e Developing the institutional framework of hydromorphological monitoring
¢ Developing an information system for nature conservation
¢ Facilitating the implementation of the Water Framework Directive
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Table 8: Greenhouse Gas Emissions "® (Thousand tonnes) ”°

PHARE countries compared with EU28, 2003-2012
Source of data: European Environment Agency (EEA)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Bulgaria 64 3900 63592 63712 64505 68423 66843 57725 60272 65996 61046
Cyprus 9572 9795 9886| 10062 10382 10559 10299 9 989 9682 9 259
Czech Republic 145 827 147 274 145965 147 021 147 246 142 185 134 206{ 137 008 135277 131 466
Estonia 18810 19129 18421 17837] 20949 19546 16189 19892 20484 19188
Hungary 79604 79107 78376 77485 75651 73328 66976 67638 66034 61981
Latvia 10856 10852 11056/ 115220 11979 11496) 10850 11987] 11140, 10978
Lithuania 21448 22231 23318 23708 26119 24932 204320 21119 21680 21622
Malta 2 896 2 878 2977 2978 3091 3 057 2993 2994 3 027 3 140
Poland 393 407| 398 044) 398 827| 414 148/ 415 449 406 081) 387 700, 407 475 405 741 399 268
Romania 144 219 141 221 141 314 144777 142 804 139812 119917 115799 121514 118 764
Slovakia 50671 50933 50264 50318 48395 49001 44690 45382 44698 42710
Slovenia 19672 19980 20314 20526 20672 21384 19373 19411 19463 18911
Total of PHARE countries 961 372 965036 964 430, 984 887| 991 160| 968 224| 891 350 918 966 924 736 898 333
European Union (28 countries) 5216 864)5 217 5045 178 2015 173 4145 118 667[5 006 4924 642 4424 751 0604 603 2454 544 224

"8 Indicator: CO2 equivalent of Greenhouse Gas Emissions, Greenhouse gases are carbon dioxide (CO2), methane (CH4), nitrous oxide (N20), hydrofluorocarbons (HFCs)
and perfluorocarbons (PFCs). Converting them to carbon dioxide (or CO2) equivalents makes it possible to compare them and to determine their individual and total
contributions to global warming.

™ Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database

Final Evaluation Report, issued on 19/01/2015 Page 141



Evaluation of PHARE [EU pre-accession] financial assistance to Bulgaria, Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta,
Poland, Romania, Slovakia, Slovenia

Figure 10: Greenhouse Gas Emissions ® (Thousand tonnes) &

PHARE countries 2003-2012
Source of data: European Environment Agency (EEA)
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8 Greenhouse gases are carbon dioxide (CO2), methane (CH4), nitrous oxide (N20), hydrofluorocarbons (HFCs) and perfluorocarbons (PFCs). Converting them to carbon
dioxide (or CO2) equivalents makes it possible to compare them and to determine their individual and total contributions to global warming.

8 Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
|
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Table 9: Share of energy from renewable ® sources (%) *

PHARE countries compared with EU28, 2004-2012
Source of data: European Environment Agency (EEA)

2004 2005 2006 2007 2008 2009 2010 2011 2012
Bulgaria 9,6 9,5 9,7 9,4 10,7 12,4 14,4 14,6 16,3
Croatia 13,2 12,8 12,8 12,1 12,1 13,1 14,3 15,4 16,8
Cyprus 3,1 3,1 3,3 4,0 5,1 5,6 6,0 6,0 6,8
Czech Republic 5,9 6,0 6,4 7,4 7,6 8,5 9,3 9,3 11,2
Estonia 18,4 17,5 16,1 17,1 18,9 23,0 24,6 25,6 25,8
Hungary 4.4 4.5 5,1 5,9 6,5 8,0 8,6 9,1 9,6
Latvia 32,8 32,3 31,1 29,6 29,8 34,3 32,5 33,5 35,8
Lithuania 17,2 17,0 17,0 16,7 18,0 20,0 19,8 20,2 21,7
Malta 0,3 0,3 0,4 0,4 0,4 0,4 0,4 0,7 2,7
Poland 7,0 7,0 7,0 7,0 7,8 8,8 9,3 10,4 11,0
Romania 16,8 17,6 17,1 18,3 20,4 22,6 23,2 21,2 22,9
Slovakia 5,3 5,5 5,9 7,3 7,5 9,3 9,0 10,3 10,4
Slovenia 16,1 16,0 15,6 15,6 15,0 18,9 19,2 19,4 20,2
European Union (28 countries) 8,3 8,7 9,3 10,0 10,5 11,9 12,5 12,9 14,1

8 Share of renewable energy in gross final energy consumption. Renewable energy sources include wind power, solar power (thermal, photovoltaic and concentrated),
hsydroelectric power, tidal power, geothermal energy, biomass and the renewable part of waste.

8 Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
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Figure 11: Share of energy from renewable % sources (%)

PHARE countries compared with EU28, 2004-2012
Source of data: European Environment Agency (EEA)
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Social policy and employment

With EU accession candidate countries have obliged themselves to transpose the
provisions of the Acquis in the social field. A wide range of PHARE projects have been
implemented in order to create capacities for implementing the minimum European
standards in the areas of labour law, equality, health and safety at work and anti-
discrimination. Member States also participate in social dialogue at the European level
and in EU policy processes in the areas of employment policy, social inclusion and
social protection. The EU guarantees the freedom of movement for workers, i.e. EU
citizens of one Member State have the right to work in another Member State. EU
migrant workers must be treated in the same way as national workers in relation to
working conditions, social and tax advantages.

In particular, the following PHARE projects were facilitating the above aims:

¢ Enhancement of equal opportunity for people with disabilities

e Supporting public work schemes in order to fight discrimination of long term
unemployed Roma workers

e Promoting active citizenship of young people

o Etc.
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Table 10: Unemployment rate of PHARE countries (%) %

PHARE countries compared with EU28, 2004-2013
Source of data: Eurostat

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
Bulgaria 12,1 10,1 9,0 6,9 5,6 6,8 10,2 11,3 12,3 13,0
Cyprus 4.4 5,3 4.6 3,9 3,7 54 6,3 7,9 11,9 15,9
Czech Republic 8,2 7,9 7,2 5,3 4.4 6,7 7,3 6,7 7,0 7,0
Estonia 10,2 8 5,9 4.6 55 13,5 16,7 12,3 10,0 8.6
Hungary 5,8 7,2 7,5 7,4 7,8 10 11,2 10,9 10,9 10,2
Latvia 9,9 8.9 6,8 6,1 7,7 17,5 19,5 16,2 15 11,9
Lithuania 10,7 8,3 5,8 4,3 5,8 13,8 17,8 15,4 13,4 11,8
Malta 7,3 6,9 6,8 6,5 6 6,9 6,9 6,4 6,3 6,4
Poland 19,1 17,8 13,9 9,6 7,1 8,2 9,7 9,7 10,1 10,3
Romania 7,7 7,2 7,3 6,4 5,8 6,9 7,3 7,4 7 7,3
Slovakia 18,6 16,3 13,4 111 9,5 12 14,4 13,6 14 14,2
Slovenia 6,0 6,5 6,0 4.9 4.4 5,9 7,3 8,2 8.9 10,1
European Union (28 countries) 9,2 8,9 8,2 7,2 7,0 8,9 9,6 9,6 10,4 10,8

% Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
|
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Figure 12: Unemployment rate of PHARE countries (%)

PHARE countries compared with EU28, 2000-2013
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During the 1990s, the Central and Eastern European
countries were faced with sharp decline in employment;
These dramatic changes were mostly the result of structural
adjustments associated with the transition to a market
economy and the loss of the export markets of the former
Socialist countries. Following their EU accession, the
unemployment trends of PHARE countries have followed
those of the general trends of the EU. Between accession
date and 2008 a general decrease was observed in all
PHARE countries. The measures of PHARE have clearly
contributed to this positive development, but the impact
cannot be quantified.

The financial crisis of 2008 has caused a significant
worsening of the employment situation both in old and new
Member States, whereby the labour markets of the Baltic
countries, were hit the hardest, followed by a
characteristically dynamic favourable correction. The labour
markets of Cyprus, Bulgaria and Slovakia have also suffered
in 2008, without a recovery until 2013. The unemployment
trends of the countries of Central Europe followed an
analogous, but relatively smoother path.

% Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
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Table 11: Median equivalised net income ® (Unit: Euro / person) %

PHARE countries compared with Euro area (18 countries) 2005-2013
Source: Eurostat

2005 2006 2007 2008 2009 2010 2011 2012 2013
Bulgaria 1384 1384 1481 2171 2 828 3 017 2914 2 860 2924
Cyprus 13157 14536 16014 16024 16451 16180 16990, 16927, 15873
Czech Republic 4 233 4 802 5423 6 068 7 295 7 058 7 451 7791 7 694
Estonia 2 980 3639 4 448 5 547 6 209 5 727 5598 5 987 6 579
Hungary 3 447 3 849 3 936 4 400 4739 4241 4 535 4753 4529
Latvia 2198 2 554 3 397 4758 5 356 4 469 4 160 4 428 4702
Lithuania 2 058 2 534 3 276 4169 4715 4 030 3 857 4 337 4 698
Malta 8 591 9 030 9304 100090 10503 10435 10862 11449 12093
Poland 2 533 3 111 3 502 4 155 5 097 4 405 5 025 5 060 5164
Romania 1 658 1 658 1 658 1953 2 162 2 037 2 116 2 116 2116
Slovakia 2 830 3 313 3972 4792 5671 6 117 6 306 6 927 6 737
Slovenia 8 797 9 317 9907, 10893 11864 11736) 11999 12122 11852
Euro area (18 countries) 143000 14377, 152620 16301 16703 16881 16880 17124 17124

8 The equivalised disposable income is the total income of a household, after tax and other deductions, that is available for spending or saving, divided by the number of
household members converted into equalised adults; household members are equalised or made equivalent by weighting each according to their age, using the so-called
modified OECD equivalence scale

% Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
|
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Figure 13: Median equivalised net income # (Unit: Euro / person)

PHARE countries compared with Euro area (18 countries) 2005-2013
Source: Eurostat
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Table 12: Share of people at risk of poverty or social exclusion °* (%) %

PHARE countries compared with EU 27, 2005-2013
Source of data: Eurostat

2005 2006 2007 2008 2009 2010 2011 2012 2013
Bulgaria n.a. 61,3 60,7 44.8 46,2 49,2 49,1 49,3 48,0
Cyprus 25,3 25,4 25,2 23,3 23,5 24,6 24,6 27,1 27,8
Czech Republic 19,6 18,0 15,8 15,3 14,0 14,4 15,3 15,4 14,6
Estonia 25,9 22,0 22,0 21,8 23,4 21,7 23,1 23,4 23,5
Hungary 32,1 31,4 29,4 28,2 29,6 29,9 31,0 32,4 33,5
Latvia 32,1 314 29,4 28,2 29,6 29,9 31,0 32,4 33,5
Lithuania 46,3 42,2 35,1 34,2 37,9 38,2 40,1 36,2 35,1
Malta 41,0 35,9 28,7 27,6 29,6 34,0 33,1 32,5 30,8
Poland 20,5 19,5 19,7 20,1 20,3 21,2 22,1 23,1 24,0
Romania 45,3 39,5 34,4 30,5 27,8 27,8 27,2 26,7 25,8
Slovakia n.a. n.a. 45,9 44,2 43,1 41,4 40,3 41,7 n.a.
Slovenia 32,0 26,7 21,3 20,6 19,6 20,6 20,6 20,5 19,8
EU (27 countries) 25,7 25,3 24,4 23,7 23,2 23,7 24,3 24,8 n.a.

% At risk of poverty or social exclusion, abbreviated as AROPE, refers to the situation of people either at risk of poverty, or severely materially deprived or living in a household
with a very low work intensity. The AROPE rate, the share of the total population which is at risk of poverty or social exclusion, is the headline indicator to monitor the EU 2020
Strategy poverty target.

%2 Source: http://epp.eurostat.ec.europa.eu/tgm/refreshTableAction.do?tab=table&plugin=1&pcode=t2020_50&language=en
|
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Figure 14: Share of people at risk of poverty or social exclusion * (%) %

PHARE countries compared with EU 27, 2005-2013
Source of data: Eurostat
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Education and skills

The areas of education, training, youth and culture are primarily the competence of the Member
States. However, during EU accession the new Member States have obliged themselves to participate
in the cooperation framework on education and training policies in order to approximate national
policies. This includes the preservation and promation of cultural diversity, and the establishment of
the legal, administrative and financial framework which is necessary to implement youth Community
programmes (e.g. Leonardo da Vinci Programme). PHARE funds were instrumental in achieving the
above goals. Some examples follow:

The PHARE programme subsidized the Tempus programme in the 1990s which after 2006 was
instrumental in supporting the process of higher education reform in the countries of Central and
Eastern Europe. In particular the introduction of the Bologna Process in new Member States was
implemented by the Tempus institutions that have been set up by PHARE.

The PHARE Programme has supported the reform of higher education and science by various
measures. PHARE programmes such as the "Multi-Country Phare in Higher Education Program "
were instrumental in introducing and improving quality assurance activities in various universities
(e.g. in Hungary).

Centres of Strategic Competence were established at various universities subsidized from PHARE
funds (e.g. in Estonia). The activities of such Centres focus on gene technologies, information
technology, environmental technologies, and materials sciences.

PHARE projects provided grants for the attaining professional training courses at universities and
other educational institutions of Government Agencies (e.g. in Malta).

Universities in all PHARE countries have been repeatedly the beneficiaries of various Cross-
Border projects.

A wide range of elementary schools were beneficiaries of PHARE supported Information Society
development programmes and obtained access to ICT networks. (e.g. in Hungary)
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Table 13: Tertiary education of the population aged 30-34 years * in PHARE countries (%) %

PHARE countries compared with EU28, 2000-2013

Source of data: Eurostat

2000 2001 2002 [2003 2004 2005 (2006 [2007 2008 2009 [2010 [2011 [2012 [2013
Bulgaria 19,5 23,6 23,2 23,6 25,2 24,9 25,3 26,0 27,1 27,9 27,7 27,3 26,9 29,4
Cyprus 31,1 32,7 36,0 39,9 41,0 40,8 46,1 46,2 47,1 45,0 45,3 46,2 49,9 47,8
Czech Republic 13,7 13,3 12,6 12,6 12,7 13,0 13,1 13,3 15,4 17,5 20,4 23,7 25,6 26,7
Estonia 30,4 28,5 27,7 28,0 28,3 31,7 32,5 33,5 34,4 36,3 40,2 40,2 39,5 43,7
Hungary 14,8 14,8 14,4 16,3 18,5 17,9 19,0 20,1 22,4 23,9 25,7 28,1 29,9 31,9
Latvia 18,6 16,8 17,3 18,3 18,5 18,5 19,2 25,7 26,3 30,5 32,6 35,9 37,2 40,7,
Lithuania 42,6 21,2 23,4 25,2 30,9 37,7 39,4 36,4 39,9 40,4 43,8 45,7 48,6 51,3
Malta 7,4 12,9 9,3 13,7 17,6 17,6 20,7 20,8 21,0 21,9 20,6 23,4 24,9 26,0
Poland 12,5 13,2 14,4 17,2 20,4 22,7 24,7 27,0 29,7 32,8 34,8 36,5 39,1 40,5
Romania 8,9 8,8 9,1 8,9 10,3 11,4 12,4 13,9 16,0 16,8 18,1 20,4 21,8 22,8
Slovakia 10,6 10,7 10,5 11,5 12,9 14,3 14,4 14,8 15,8 17,6 22,1 23,2 23,7 26,9
Slovenia 18,5 18,1 20,7 23,6 25,1 24,6 28,1 31,0 30,9 31,6 34,8 37,9 39,2 40,1
EU (28 countries) n. a. n. a. 23,6 25,1 26,9 28,1 28,9 30,1 31,2 32,3 33,6 34,6 35,8 36,9

% The share of the population aged 30-34 years who have successfully completed university
% Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
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Figure 15: Tertiary education of the population ¥ aged 30-34 years (%) *®
PHARE countries compared with EU28, 2000-2013
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" The share of the population aged 30-34 years who have successfully completed university
% Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
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Table 14: Participation rate in education and training (last 4 weeks) %

PHARE countries compared with EU28, 2004-2013
Percentage among cohorts 25-64 years old
Source of data: Eurostat

2004 2005 2006 2007 [2008 [2009 [2010 (2011 (2012 2013

Bulgaria 1,3 1,3 1.3 1.3 1,4 1,4 1,2 1.3 1,5 1,7
Cyprus 9,3 5,9 7,1 8,4 8,5 7,8 7,7 7,5 7,4 6,9
Czech Republic 5,8 5,6 5,6 5,7 7,8 6,8 7,9 11,4 10,8 9,7
Estonia 6,6 6,0 6,5 7,0 9,7 10,5 10,9 11,9 12,7 12,6
Hungary 4,0 3.9 3,8 3,6 3.1 2,7 2,8 2,7 2,8 3,0
Latvia 8,4 7,9 6,9 6,9 6,6 5,4 51 51 6,9 6,5
Lithuania 6,0 6,1 4,7 5,2 4.8 4.4 3,9 5,7 5,2 5,7
Malta 4,3 5,2 5,5 5,9 6,2 6,1 6,0 6,4 6,9 7,5
Poland 5,0 4.9 4,7 51 4,7 4,7 5,2 4.4 4,5 4,3
Romania 1,5 1,6 1,3 1,3 1,5 1,5 1,3 1,6 1,4 2,0
Slovakia 4,3 4.6 4,1 3.9 3,3 2,8 2,8 3.9 3,1 2,9
Slovenia 16,2 15,3 15,0 14,8 13,9 14,6 16,2 15,9 13,8 12,4
European Union (28 countries) 9,1 9,6 9,5 9,3 9,3 9,3 9,1 8,9 9,0 10,5

% Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
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Figure 16: Participation rate in education and training (last 4 weeks)

PHARE countries compared with EU28, 2004-2013
Source of data: Eurostat
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The spreading of lifelong learning is an important
objective of the European Union. Continuous
education and training is an important aspect of
adaptation in order to cope with the challenges of a
flexible labour market. This objective has been
supported by a wide range of PHARE projects.
Lifelong learning as a social phenomenon objective is
realistically measured with the indicator ,Participation
rate in education and training”.

At the time of EU accession, in Central and Eastern
European new member States the participation rate in
education and training lagged behind the EU
averageThe previous sentence needs clarification.
During the investigated decade, Malta, Estonia and
the Czech Republic have succeeded to surpass the
EU average in various years. However, other new
Member States still have to go a long way to
implement the principles of lifelong learning.

100

Source: http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/search_database
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EU Member States

As part of the ‘fifth wave’ of EU enlargement, Cyprus, Czech Republic, Estonia, Hungary, Latvia,

Lithuania, Malta, Poland, Slovakia, and Slovenia acceded to the European Union on 01/05/2004, and
Bulgaria and Romania on 01/01/2007.

Croatia (not addressed by this evaluation) acceded to the European Union on 01/07/2013.
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Annex 5.1: Bulgaria — Justice and the Rule of Law

Background

Bulgaria is an Eastern European country with territory of 110,993.6 km2 and population of
7,245,677"%". It is a parliamentary republic and unitary state. The new Constitution, adopted in 1991,
provides for a multi-party parliamentary system and separation of legislative, executive, and judicial
power. The Parliament (National Assembly) consists of 240 deputies elected for four-year terms by
direct popular vote. The President serves as the head of state and commander-in-chief of the armed
forces. The judiciary is headed by the Supreme Judiciary Council, and the court system is headed by
the Supreme Administrative Court and the Supreme Court of Cassation.

Bulgaria has undergone a slow and painful transition to a market economy since the end of
Communist rule in November 1989. Political developments in the early 1990s were marked by
instability, strikes, and a non-transparent process of privatization. Market reforms have been
accelerated since 2001 with a view to achieving EU economic criteria for membership. In spite of
substantially reduced unemployment and inflation rates, incomes and living standards remain low.

The global economic and financial crisis began to influence the Bulgarian economy in autumn 2008
when GDP growth sharply declined (3.5% in the last quarter of 2008, compared to 6.8% in the third
quarter). Unemployment began to rise and since 2009 has remained consistently high (12.9% for
2013), characterised with large differences between regions and sub-groups of the population. Around
20% of the population has university education. Rate of employment is below the EU average and
continues to decline (59.6% by the end of 2013).

There is a positive trend of economic growth after 2010: 1.8% for 2011, 0.8% for 2012 and 0.9% for
2013 Low productivity and insufficient R&D funding lead to low competitiveness of the Bulgarian
economy on the European and world markets.

Bulgaria signed the NATO “Partnership for Peace” Framework Document in 1994, was invited to join
in November 2002, and became a member in 2004.

Shortly after EU accession the European Commission announced in July 2008 that it was suspended
the PHARE programme because of “serious weaknesses in the management and control systems”m.
Thus Bulgaria lost considerable aid and had to finance the planned projects with state budget funds.

After Bulgaria’s EU accession concerns about lack of progress in the fight against corruption and
organised crime remained. As a result monitoring from the Commission through the Mechanism for
Cooperation and Verification, initially set up for three years, continued without any specified deadline.

The Commission’s last report104 on Progress in Bulgaria under the Co-operation and Verification

Mechanism states that the “overall progress has been not yet sufficient, and fragile. ... There remain
very few cases where crimes of corruption or organised crime have been brought to conclusion in
court ... the Bulgarian authorities need to provide leadership based on a vision centred in core
principles like the rule of law and the independence of the judiciary. This would imply a political
commitment to a long-term strategy for reform as well as concrete and practical measures in the short
term to bring the process forward.”

Bulgaria has not yet succeeded in joining the EU passport-free Schengen zone.

101 As of December 31, 2013 (National Statistical Institute)

102 Bulgaria’s National Statistical Institute data; The European Commission’s forecast for economic growth in
Bulgaria for 2014 is 1.7%.

% Report from the Commission to the European Parliament and the Council on the Management of the EU-
funds in Bulgaria, Brussels, 23.07.2008

194 pyblished 22.01.2014
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EU Accession Process

With decision of 22 December 1990 the national Parliament expressed the willingness of Bulgaria to
become the European Communities member state. In March 1993 the EU Member States and
Bulgaria signed the Europe Agreement, which entered into force on 1 February 1995. It provided a
framework for the political dialogue and established a free trade area between the Community and
Bulgaria. The Europe Agreement was an important basis for the further European integration of the
country. On 14 December 1995 the Parliament voted for the official submission of an application for
EU membership. In order to join the EU, Bulgaria had to meet three criteria: political, economic and
acceptance of the Community acquis.

In July 1997 the European Commission expressed the opinion that Bulgaria is a candidate country
which is not sufficiently ready to start negotiations for accession. In December 1999, on the basis of
the Regular Reports, presented by the European Commission'®, the Helsinki European Council
decided to launch accession negotiations with Bulgaria, Latvia, Lithuania, Romania, and Slovakia.
Based on these reports, the Commission recommended opening negotiations with Latvia, Lithuania
and Slovakia and, conditionally, with Bulgaria and Romania. It also recommended that the
negotiations be conducted in accordance with the principle of differentiation, thereby taking account of
the progress achieved, and that steps be taken to decide from 2002 on the accession of candidates
that fulfil all the necessary criteria.

Negotiations with Bulgaria were launched on 15 February 2000. In line with the Helsinki conclusions
the Commission started a process of monitoring on the implementation of commitments, undertaken in
the accession negotiations. The Commission also launched an updated screening of the acquis with
the twelve negotiating countries. The Commission adopted an Enlargement Communication Strategy,
aimed at informing citizens of the EU and Candidate Countries of the costs and benefits of
enlargement.

In the Strategy Paper 'Towards the Enlarged Union’, of 9 October 2002, the Commission announced
that it would propose, on the basis of the analysis in the 2002 Regular Reports, detailed roadmaps for
Bulgaria and Romania before the Copenhagen European Council. The roadmaps were based on the
principle that progress in the negotiations was largely determined by progress in putting into place and
implementing the necessary reforms. Hence the roadmaps identified the measures which the
countries need to adopt in order to finalise the accession negotiations. The Copenhagen European
Council endorsed the Commission’s communication on roadmaps for Bulgaria and Romania, including
the proposals for a significant increase in pre-accession assistance. It also confirmed that, depending
on further progress in complying with the membership criteria, the objective was to welcome Bulgaria
and Romania as members of the European Union in 2007. In its Regular Reports, adopted in
November 2003, the Commission again stated that Bulgaria and Romania did not yet fully comply with
the economic criteria and their administrative and judicial capacity to ensure proper implementation of
the acquis was insufficient. Therefore the Council adopted revised Accession Partnershipsme, based
on proposals put forward by the Commission.

Within the framework of integration meetings held between the EU member states and Bulgaria an
'‘Association Committee' held in June 2004, indicated the need for further reform of Bulgaria's judicial
structures as well as the need for further efforts to fight against political corruption and organised
crime. There was also, according to the report, limited progress regarding the integration of the Roma
community. The findings were reflected in the 2004 Regular Report. However, the Brussels European
Council of 17 December 2004 confirmed the conclusion of accession negotiations with Bulgaria and
the expected date of accession (1 January 2007).

The European Parliament voted in support to Bulgaria's EU membership on 13 April 2005. Bulgaria,
Romania, and the EU-25 signed the Treaty of Accession on 25 April 2005. The 2006 _monitoring

105

106 Regular reports on the progress towards accession of the Central and Eastern European candidate countries

The first Accession Partnership for Bulgaria is of 1999.
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report of the European Commission confirmed the date of accession, also announcing that Bulgaria
and Romania would meet no direct restrictions, but progress in certain areas — reforms of the judicial
system, elimination of corruption and the struggle against organised crime — would be strictly
monitored. In view of the unsatisfactory progress in the sector of justice and home affairs reported in
the EC Monitoring Report of September 2006, the EC established a Mechanism for Cooperation and
Verification of the progress in judiciary reform and the fight against organised crime and corruption
after accession.™’

Bulgaria together with Romania joined the EU on 1* of January 2007.

EU Pre-Accession Financial Assistance — Overview

In addition to support to Bulgaria under the Phare Programme, the country also received EU pre-
accession support, allocated 2000-2006, under the ISPA and the SAPARD Programmes.

During 1990-2006 Bulgaria was allocated € 2358.1 million under the Phare Programme:

e EC grant of € 539.0 million was allocated over the period 1990-1996 supporting the initial socio-
economic transformation and development of Bulgaria, covering:

o Private Sector Development — enterprise restructuring and privatisation, export development,
SMEs, foreign investment promotion, regional development, banking sector development.

o Infrastructure — environment, agriculture, transport, energy, telecommunications and post.

o Administration Reform / Europe Agreement — customs, standards, statistics, public finance
and tax, industrial property, public and local administration reform, civil service training.

o Human and Social Resources Development — labour market reform, education, vocational
and life-long training, TEMPUS, social security, healthcare, civil society development.

o Cross Border Cooperation — with Greece.

e EC grant of € 1787.6 million was allocated over the period 1997-2006 supporting the country
within the context of its accession orientation and preparedness against the obligations of
membership, addressing, e.g. the political criteria, the economic criteria, the internal market
acquis, agriculture, fisheries, environment, employment and social affairs, justice and home
affairs, transport, institutional and administrative capacity, preparations for Structural Funds, the
promotion of economic and social cohesion, Cross Border Cooperation (also with Macedonia,
Romania, Serbia and Montenegro, and Turkey), nuclear safety, and Community Programmes.

During 2007 Bulgaria was allocated a further € 31.5 million, under the Transition Facility, to
consolidate its administrative capacity to implement and enforce the acquis.

The monetary amount of Phare allocated to Bulgaria during the period 1990-2006 was'%:

Year 1990-1996 1997-1999 2000-2003 2004-2006 TOTAL

Amount €M 539.0 314.8 644.8 828.0 2326.6

Source: EC (DG ELARG): Annual Reports on Assistance Programmes

EU Pre-Accession Financial Assistance — Ex post Evaluation Findings

Programme Priority — Judiciary and Fundamental Rights

One of the core issues linked to the future implementation of the acquis related to the establishment of
the capacity on the Bulgarian side to manage the Judiciary and Fundamental Rights, a key part of the
EU Treaty, which aims to maintain and further develop the Union as an area of freedom, security, and
justice. The acquis Chapter Judiciary and Fundamental Rights covers the three broad areas of:

197 EC Decision of 13 December 2006.

19 The figures cover Phare Programme support under National Programmes as well as funds allocated under the
Phare Cross Border Cooperation (CBC) Programmes, and funds directly allocated under the Horizontal
Nuclear Safety Programmes.
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Establishment of an independent and efficient judiciary: ensuring impartiality, integrity and a high
standard of adjudication by the courts, thus safeguarding the rule of law; requiring firm
commitment to eliminating external influences over the judiciary and to devoting adequate
financial resources and training; legal guarantees for fair trial procedures must be in place.

Fight against corruption: a solid legal framework and reliable institutions with a coherent policy to
prevent and deter corruption, ensuring the stability of democratic institutions and the rule of law.
Respect for fundamental rights and EU citizens’ rights, as guaranteed by the acquis and by the
Fundamental Rights Charter.

The revised Accession Partnership (2003) established the following priorities for the judiciary:

Continue the reform of the judicial system, including with a view to ensuring an impartial
application of law.

Continue to implement the national reform strategy for the Bulgarian judicial system and action
plan and adopt implementing legislation in line with EU practices.

Review the structure of the judiciary in line with EU best practices, including a review of the
organisation of the pre-trial phase.

Review the degree of penal immunity of members of the judiciary to ensure this is in line with EU
best practices.

Take steps to improve judicial proceedings in particular to reduce excessive length and ensure
full implementation of fundamental rights in penal cases, in particular as regards legal aid.

Ensure the budget for the judiciary is adequate, including for the appropriate enforcement of
judicial decisions.

Clearly distinguish between the roles of the Supreme Judicial Council and of the Ministry of
Justice aiming to respect the independence of the judiciary.

Meeting the above priorities was a conditionality for provision of EU financial support. In its National
Programme for the Adoption of the Acquis (NPAA) Bulgaria set out a timetable for achieving priorities
and intermediate objectives, based on the Accession Partnership, as well as necessary administrative
structures and financial resources. Phare funds were negotiated and approved in a Financing
Memorandum / Agreement each year, concluded between the EU and Bulgaria, which governed
institutional and administrative framework within which projects should be implemented.

The sample of EU assistance for the purposes of the case study is summarised below:

Year Project Title EC Grant (M€) Co-financing (M€)

1999 Project 3: Strengthening the independence of 2.000 0

the Judiciary and the institutional capacity of the
Ministry of Justice and European Legal
Integration to implement the Acquis of the
European Union in the field of Justice

2001 Recruitment and training strategy for the 2.000 0
Judiciary
2002 Strengthening the institutional capacity of the 1.800 0.350

Public Prosecutor’s Office for combating
organized and economic crime and corruption.

2003 Support of the implementation of the judiciary 3.800 0.700

through the introduction of information
technologies

2003 Reform of the civil and penal procedures 2.000 0

Final Evaluation Report, issued on 19/01/2015 Page 162




Evaluation of PHARE [EU pre-accession] financial assistance to Bulgaria, Cyprus, Czech
Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Romania, Slovakia, Slovenia

2004 Support for further implementation of the 21.850 5.350
strategy for reform of Bulgarian judiciary

2004 Strengthening of the Bulgarian Judiciary 1.100 0.100

2006 Establishment and Strengthening of a National 2.000 0.400

System for Support of Crime Victims

Impact and Sustainability of PHARE Financial Assistance

To what extent was the programming of EC support coherent and effective in addressing the
priorities/needs of the PHARE beneficiary countries identified in country strategy and
programming documents, and how well were relevant and efficient implementation modalities
used?

Overall Phare support was relevant to the priorities to reform the judiciary and penitentiary systems.
The process of reform of the Bulgarian judiciary started in the 1990s as a top down approach, initiated
and supported by the international community (EU, USAID, Open Society Institute, Dutch Matra
programme, etc.). Phare projects in the field of judiciary followed the main strategic EU and national
documents (Accession Partnership, NPAA, and Strategy for Reform of Bulgarian Judiciary). The
assistance was relevant to the capacity building needs of the various relatively new institutions such
as the National Institute of Justice, the Supreme Judicial Council, Registry Agency, etc., to enable
them to fulfil their assigned tasks and to implement the acquis.

Evaluation reports and Phare annual reports state that all the projects were aimed at implementation
of specific priority measures, identified in the Government’s Strategy for Reform of the Judiciary. The
projects also addressed matters, highlighted in the Commission’s Monitoring reports.

However, it was indicated that although the justice sector developed strategies with Phare assistance
in the earlier period, there was not enough high-level inter-ministerial commitment behind these
strategies to support sound multi-annual programming. Earlier diagnostic reviews concluded that the
justice sector was not receptive to modernisation and was corrupt in many areas. A 2000 SIGMA
report drew attention to profound weaknesses in the sector. USAID, in partnership with the Dutch
Matra programme, developed a reform strategy that, together with the preparation of a detailed action
plan, provided the direction and pathway for Phare support'?.

The main priority areas to which the Phare projects were focused were: introduction of European
standards and best practices in the judiciary and harmonisation of the Bulgarian legislation with the
acquisllo; co-operation within the judiciary and functioning of the Supreme Judicial Council; adoption
of new administrative, penal and civil procedure codes; improvement of the judiciary structure, and

adoption and implementation of judiciary computerisation strategy.

In view of achievement of synergy between projects and for better concentration of the assistance the
design of the annual programmes was rather complex with strong interdependence between
components. This complicated the implementation of the projects and in some cases caused delays to
contracting and execution. On the other side often the complex programmes involved various
stakeholders (Ministries of Justice and Interior and their structures, Public Prosecutors Office, etc.),
which improved communication between these institutions.

Another common design problem was the dependence of some project activities on legislative
amendments or unachieved assumptions (for example, delayed institutional reorganisation). Similarly,
the programme for Support for further Implementation of the Strategy for Reform of Bulgarian

109

110 Phare Ex post Evaluation. National Programmes: Bulgaria, MWH Consortium, November 2007.

According to decisions of the Parliament, the implementation of the projects related to the harmonization of
the Bulgarian legislation with the EU one and achievement of the membership criteria in the pre-accession
period was a priority for the management of each ministry.
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Judiciary was revised in both 2005 and 2006 fiches to reflect the revised Judicial IT Strategy (2006 -
2009) as well as to include the results of the Phare 2002 programme that had been achieved by April
2006 (delivery of hardware and local network infrastructure in the courts, piloting of Court Case
Management System, development and installation of Document workflow management system, etc.).
Institution building support was no longer relevant as the plan for the Registry Agency to become a
judicial IT agency had been abandoned with the new structural regulations of the Ministry of Justice.

Sequencing between the process of law-making and project activities was not always appropriate,
which caused problems in project implementation. The delays between (multi-annual) programming
and implementation and the lengthy ex-ante control procedures influenced negatively relevance and
efficiency of support in a number of cases.

Majority of the projects (or at least their components) supported drafting legislation / regulations. Their
design did not envisage ex ante regulatory impact assessment (such is not used even nowadays with
few exceptions), which diminished the effects of the drafted legislation and caused further frequent
amendments.

In respect to the introduction of IT technologies in judiciary, some gaps in heeds assessment were
revealed. The Support of the Implementation of the Strategy for Reform of the Judiciary through
Introduction of Information Technologies project was not clearly designed and this led to revisions of
the fiche. A number of elements were removed as they had been financed by previous Phare projects
or other donors, which could have been foreseen at the design stage. A number of assumptions —
such as the extent of communication infrastructure and the sufficiency of staffing — were not true.
Implementation of a major training programme without a comprehensive assessment of both needs

and potential trainers was not good**.

In many cases Phare projects built upon the results of earlier Phare or other donors’ support (a typical
example is the National Institute of Justice), which established distance learning and a documentation
centre with Phare assistance.

The twinning type of support proved to be a suitable form for transfer of experience and good
practices in such highly sensitive area as judiciary. The twinning projects, that assisted the Public
Prosecutors Office, were good examples of how the appropriate practices of member states could be
introduced in the traditionally very closed and conservative system of the public prosecutionm.
Important support through twinning was provided for the drafting of procedural codes, capacity
building of the Supreme Judicial Council (SJC) and the Ministry of Justice (MoJ) in respect to the
introduction of regulatory impact assessment. Overall, the twinning projects were implemented well,
but were often negatively affected by the non-delivery of associated equipment. This was especially
valid for the IT components and the projects, focused on establishments of e-justice. The delays in
contracting of the preparation of technical specifications or of delivery of equipment compromised the
effect of multiannual programmes.

The administrative capacity of the Central Financing and Contracting Unit (CFCU) within the Ministry
of Finance was not sufficient to implement the significant volumes of assistance in the period 2005-
2008. The same was true for the Ministry of Justice and judiciary bodies. The National Audit Office
mentions insufficient administrative capacity for implementing PHARE procedures and requirements
and the difficulties, encountered in the coordination of the activity under a particular programme in the
judiciary113 and recommends a procedure for reporting and control on the implementation and
conclusion of projects under programmes to be approved. Another recommendation concerns the
adoption of a system for dissemination of information in the ministries-beneficiaries, concerning the

1 sectoral Interim Evaluation No. R/BG/JHA/0708

12 phare Annual Report 2003

13 Report on the results of financial and performance audit of the implementation of Programme BG 9911
"Justice and Home Affairs" and of the Central Financing and Contracting Unit (CFCU) with the Ministry of
Finance, National Audit Office 2003
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technical assistance rendered and the experience gained, in view of extending the circle of users and
improving the administrative capacity for project management.

Collaboration with the institutions in the field of justice was sometimes problematic as well. For
example, implementation of projects was an additional burden for courts, where no specialised staff
for project management existed. In general, beneficiaries underestimated monthly monitoring reports.
However, the Ministry of Justice, the Supreme Judicial Council, and the National Institute of Justice
strengthened their administrative capacity for project management due to their intense involvement in
Phare programme.

Evaluators found that the overall inter-institutional cooperation and data sharing in the field of Justice
and Home Affairs sector lacked synergy. The Commission also stressed in its 2005 Comprehensive
Monitoring Report that interagency co-operation across the justice and home affairs acquis needed to
be improved considerably and co-ordination structures had to be strengthened.

Indicative for the difficulties faced in respect to the design and implementation of IT projects is the
realisation of the Strengthening the Public Prosecutor’s Office in Bulgaria, as described in the Court of
Auditors Special Report No 4/2006 concerning Phare investment projects in Bulgaria and Romania:

The specific objective of the project was the modernisation of all Public Prosecutors’ Office (PPO)
units at central, regional, and local levels. The investment support (total contract value of 1.8 million
euro) comprised the supply of computer and networking equipment and the implementation of a
unified information filing system (UIS).

The UIS software was delivered in 2003 but was used in only one of the eight locations visited by the
auditors. A final acceptance certificate for the UIS software had not been issued at the time of the
audit in May 2005, because too many errors had been found in its functioning.

Furthermore, inconsistencies in the IT strategy and imbalances between software and hardware were
identified (e.g. integration problems with existing software; 37 workstations were not used but put in a
store room at one PO unit; risk to the intended wider use of the UIS due to Internet provider
problems).

18 months after the target date for completion (end 2003) the new UIS system was still in the testing
phase and could not yet serve as an important tool in the fight against organised crime and corruption.
The complexity, technical feasibility, and compatibility with existing systems had been underestimated
when designing the project.

To what extent was the financial assistance effective in achieving the desired results and
what possibly hampered its achievement?

Phare financial assistance contributed largely to building administrative, institutional, and expert
capacity in the field of enforcement and implementation of acquis. The effect on physical infrastructure
was more limited. However, due to Phare support the judiciary system received considerable
investment support (computer and communication equipment, rehabilitation of premises, etc.).
Twinning projects in the most cases positively contributed to improving organisational structures and
capacity to understand and implement the acquis. Assistance for the drafting of civil, administrative,
and penal procedural codes was especially effective. However, not all parts of the recommendations
of Member States experts, agreed during implementation of projects, were translated into
organisational and legislative changes often due to institutional restructuring.

In particular, the professional training of magistrates and administrative staff was improved through
institution building of the judiciary training body - the National Institute of Justice. The capacity of the
Public Prosecutors Office was also enhanced. New units for judicial security and witness protection
were created. The anticorruption measures were strengthened by preparing an administrative
procedure code to enhance judicial control over the actions and decisions of the administration. The
institution building assistance to the Ministry of Justice contributed to improve the provision of security
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to the judiciary, to strengthen the penitentiary system and to establish a probation system™*.
Institutional support for the Supreme Judicial Council was a step forward to improving the status of
magistrates, although the institution is still blamed for non-transparency of its decisions.

In its Follow up Report on Bulgaria (2001-2005) the Council of Europe Commissioner for Human
Rights notes that due to “the cooperation of the European Union and the PHARE Programme in
particular, new procedural provisions and the computerisation of the justice system are in the process
of being put in place.” As other positive changes are mentioned the “amendments to the Law on the
justice system, adopted in July 2002, which reflect the new constitutional principles and guarantee the
increased independence of the courts vis-a-vis the Executive and the Legislature and greater
autonomy on the budget of the justice service”.

PHARE 2002 investment projects for the IT in the Bulgarian judiciary achieved the following

results™®:

» 751 workstations and 130 servers were delivered for the courts;

* Local network infrastructure was developed in all 147 courts in Bulgaria;

» Library and office equipment was delivered to the National Institute of Justice;

+ Court case management system was developed and was successfully installed in the courts;
Experimental real work in 5 courts in Sofia and Varna region has begun;

» Document workflow management system was developed and was installed in all courts excluding: 5
regional courts, 1 district court and two supreme courts;

* Unified register system was developed and was installed in 27 district courts.

The deficiencies in the situation of justice sector were outlined in the Comprehensive Monitoring
Report of 25 October 2005 of the European Commission, which stated that increased efforts were
needed if Bulgaria was to meet the requirements for membership in relation to judicial co-operation in
civil and criminal matters. It was stressed that further attention was required to tackle corruption and
organised crime, which were challenging the rule of law. Law enforcement agencies had to be
provided with more effective procedures in the pre-trial phase as well as training and equipment to
combat organised crime effectively and in a proactive manner.

What have been the impacts of PHARE in qualitative and quantitative terms?

Phare was the main source of support for preparation of Bulgaria for accession and the main channel
for transfer of experience and good practices from EU member states. Immediate impact of Phare
assistance in respect to justice sector was broadly positive as all projects contributed to the increased
capacity and improved activity of beneficiaries. Intermediate and longer term impact on the
achievement of Judiciary Reform objectives was also good in terms of establishment capacity for
strategic policy formulation (actualisation of the Judiciary Reform Strategy after the EU accession) and
for application of acquis in civil, administrative and penal proceedings. The introduction of a new
regulative frame also brought benefits, and served as a basis for further upgrading. The impact of IT
components and projects for the establishment of e-justice was limited because of the many failures in
sub-contracting and delayed provision of additional national funding. The intermediate and longer term
impact of the assistance in respect to the fight against organised crime was unsatisfactory, due to the
inconsistent levels of strong ownership at a high level to guide effective follow-up.

The process of judicial reform has also been supported post-accession via follow-up actions in the
area financed under the OP Administrative Capacity, which have built on the PHARE projects and

114

s Comprehensive Monitoring Report of 25 October 2005

Annex to the Phare Annual Report 2005
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contributed substantially to the further improved quality of legislation, equal application of laws and
unification of court practice (case law).

The progress in the implementation of the Judiciary Reform in Bulgaria (supported by Phare) is
noticeable in the documents measuring the efficiency of justice systems. The European Commission
for Efficiency of Justice (CEPEJ)™® considers that the clearance rate and the disposition time
characterising the Bulgarian judicial system show satisfactory functioning; simplified court procedures
and alternative dispute resolutions are introduced and the ICT system with regard to administration
and management is satisfactory.

According to “The EU Justice Scoreboard”*'” under the indicators “time needed to resolve non-criminal
cases” and “time needed to resolve administrative cases” Bulgaria is ranked on fifth and second
places respectively among the EU member states. Problematic is the processing of insolvency cases
and impossibility for electronic submission of claims.

An external impact for beneficiaries in the justice sector was the development of capacity to manage
EU funds (an acquired discipline in compliance with eligibility rules and deadlines), which has
facilitated implementation of projects under the Structural Funds.

What are the main indicators of the degree of integration of the beneficiary countries into the
EU, and what are the factors that have influenced the sustainability of political, institutional,
socio economic and operational results?

Phare assistance supported statutory responsibilities and most of the outputs were introduced by
regulative or internal acts, which ensured sustainability. Inadequate levels of administrative capacity,
for both new and established units, limited sustainability due to turnover of staff and budgetary
restraints. This was especially relevant for the IT sector, which units in the Ministry of Justice and
Supreme Judicial Council were vulnerable to reorganisations and inadequate staffing. Evaluation
reports stressed on the unclear perspectives of appropriate maintenance or replacement of equipment
in the post Phare years and the need responsibility for maintaining and upgrading of IT resources
within the justice sector to be determined as a priority.

Additional efforts for sustaining capacity in newly established structures or newly assigned functions
were provided under the OP Administrative Capacity. However, activities targeted to human resources
capacity in the Ministry of Justice system were not integrated in an institutional strategy for HR
development. The Supreme Judicial Council, apart from its annual programmes, does not use a
strategic document for the professional development of magistrates. Intensive training and study tours
produced a considerable volume of educational and information materials, which, in general, were not
published on institutional web sites and shared with counterparts / broader public; part of the materials
has been lost with the rotation of staff. Overall, the sustainability of training interventions under Phare
was low in a situation of an absence of institutional training policy.

The Commission continues to monitor the progress of Bulgaria’s judicial reform through the
Cooperation and Verification Mechanism and the 2014 report concludes “...... for reform to succeed, it
needs a consistent and coherent approach based on a broad consensus in Bulgarian society. The fact
that the period covered by this report was characterised by three different governments has not helped
to build this consensus, though events have also illustrated a widespread public aspiration for reform.”

Obviously the support from the European Commission could not replace the Government in Bulgaria
in respect to continuation of the judiciary reforms, but the existence of a control mechanism, which
could check the functioning of justice, makes the national authorities more attentive about the reforms
and motivate the civil society and professional organisations in justice sector to be more persistent in
requiring the implementation of the reform measures. Therefore the Cooperation and Verificat