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ABSTRACT

This interim evaluation reviews the performance of a sample of institution building elements from
Components [, Ill and IV of the Instrument for Pre Accession in all beneficiary countries for the
financing period 2007-11. It uses primarily secondary information sources complemented by field
visits to answer a series of evaluation questions framed around standard evaluation criteria. Findings
are referenced against planned changes in the Instrument for the 2014-2020 financial perspective to
ensure relevance to ongoing policy changes. Recommendations are provided for issues that remain
relevant.

The evaluation is broadly positive in its assessment of performance but notes weaknesses in the data
from the secondary source materials used and limitations in the evaluation itself, as it is a more
concise follow up to a larger evaluation undertaken in 2012-13. It identifies that the Instrument is most
effective when used to transpose acquis related elements using twinning in beneficiaries with sufficient
absorption capacity and a clear sectoral policy agenda. The role of the Commission Services in
monitoring and driving change is often key to the positive performance of the Programme. Success in
socio-economic elements is more difficult to generate and also attribute due to the scale needed to
implement change, institutional and cultural inertia and the influence of other actors. Systemic
weaknesses include the sufficiency of administrative capacity, lengthy administrative processes and
clarity of ownership - some of which will be addressed by the implementation of a more sector

orientated programming approach in the future.




EXECUTIVE SUMMARY

Purpose of the assignment

This is the third interim evaluation of the European Commission’s Instrument for Pre-Accession, one of
the tools for providing financial assistance to countries applying for membership of the European
Union. The evaluation includes all of the countries which benefit from the IPA and builds upon more
substantial reviews of the programme undertaken in 2012 and 2013. It covers elements of assistance
for institution building, regional development and human resources development under Components |,
lll and IV. Findings are derived from the review of a sample of projects from the sectors of Private
Sector Development and Competitiveness, Employment and Social Policy as well as a selection of
third sectors in individual countries (including Transport, Home Affairs, Public Administration Reform
and Energy) to develop programme level findings and conclusions. The objectives of the evaluation
are to assess the extent to which programme objectives have been achieved and to identify lessons
learned that can improve the performance of both ongoing assistance as well as future financing
instruments.

Methodology / procedure / approach

The evaluation uses principally secondary sources of information supported by a short field mission to
clarify findings and elaborate conclusions. Findings are used to answer ten evaluation questions
which have been clustered into standard performance assessment criteria of efficiency, effectiveness,
impact and sustainability, along with horizontal issues.

Key conclusions/findings

Efficiency

The assessment considered the extent to which the sample contracts were designed and implemented
on schedule and as needed by beneficiaries using objective tender processes and appropriate
implementation modalities. It found that although scoring in Result Orientated Monitoring reports was
generally positive this did not capture the systemic delays in the preparation of tender document or the
consequences of this on the overall performance of individual projects. These delays are caused by
systemic weaknesses in administrative capacity principally within beneficiary institutions on the one
hand but also due to new administrative processes introduced at the beginning of the period on the
other. They are characterised by difficulties in recruiting and retaining sufficient numbers of competent
staff, instability or restructuring within beneficiary institutions and a traditionally centralised and slow
bureaucracy that is rooted in the politicised nature of public administrations in the region. This
negatively affects the ability of the programme to deliver assistance in line with sector development
needs and reduces the time available for implementing complex processes of change or coordinating
with others providing financing to the sector. Whilst increasing ownership, the decentralisation of
management to national authorities has proved challenging to implement effectively in some countries
with more limited administrative capacity. Administrative capacity problems are, however, not
universal and there are examples throughout the sample of strong technical and administrative
management performance in the design and delivery of assistance.

The programme uses appropriate implementing modalities although twinning is sometimes used
where lower capacity beneficiaries would be better served by technical assistance. Indirect
management agreements have been mostly restricted to appropriate beneficiaries although
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performance has not been as good as with contractors selected by tender. Open and transparent
tender processes were in general used and this should contribute to improving efficiency overall. The
sample performed well for the timely delivery of expected outputs once projects had been contracted
although some concern remains on the subjective nature of performance under technical assistance
given the complaints by some stakeholders on contractor performance.

Effectiveness

The programme is generally achieving the changes expected, especially where these are directly
linked to the Accession process or an acquis requirement as this develops a clear political mandate for
the specific element of the reform process and is often driven by the oversight process provided by the
Commission Services in their annual progress reports. The increasing use of multi-annual
programming has strengthened the achievement of results by linking sequential assistance to sector
objectives, but in many instances the scale of funding from the instrument and the range of sub-
sectors targeted limits the contribution that can be made to expected results. The use of mandatory
results in twinning along with good monitoring and follow up of their achievement is positive and
should be more comprehensively followed for other types of interventions. Programme level
monitoring however concentrates more on the delivery of contractual elements than analysis on the
achievement of results — although this is less of an issue under Component IV than Component | —
and indicators in many cases could be improved. Approaches that have contributed to the
achievement of results include maintaining the momentum of change by providing assistance from a
number of different sources in addition to the Instrument for Pre Accession, strong political support
from the institutions of the European Commission, a willingness to redesign assistance to make it
more relevant to beneficiary needs and linking assistance to implementation of regional sector
agreements. Delivering assistance in a programme environment that is often rapidly evolving and in
some cases vulnerable to changes in political priorities between programming and implementation is
at times additionally compromised by the same factors that systemically affect the performance of the
programme - low administrative capacity to absorb and use outputs, lack of inter-agency collaboration,
turnover of trained staff, lack of motivation for training and the closure of target institutions.

Impact

Attributing impact to the programme, especially to socio-economic objectives, can be challenging
given the range of other actors and influences. This has been further compromised by the quality of
indicators and extent that baselines have been developed at this level of measurement. The
evaluation found that impact was broadly positive although the approach to measuring impact — as
essentially an extension of the measurement of results — was not particularly robust. Most of the
mechanisms used by the evaluation to assess impact were implemented whilst the respective
assistance was underway and thus looked for preconditions for impact rather than structural changes
in reality. Strengthening impact assessment and the development of an evaluation culture is likely to
become more important for measurement of programme performance with the slowing of the
Accession process for the remaining Candidate and Applicant countries.

As noted above, transposing legislation or developing new approaches, rules or methodologies has
been good as it has been driven by a clear policy agenda in the process of approximation. Translating
this into enforcement or socio economic development has been more difficult due to the scale of
funding needed from beneficiary budgets and the challenges in changing ingrained attitudes within
both beneficiary institutions and society as a whole. Technical areas such as trade and competition
policy, state aid, quality infrastructure, maritime safety, energy infrastructure have clearly delineated
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boundaries in their programme objectives and this structure makes them both more readily achieved
and the contribution of the programme measured. Specific elements of larger programmes have also
shown strong impact where they respond to an ongoing management requirement — such as
employment monitoring systems for beneficiaries of associated grant schemes. Factors that have
supported the achievement of impact include the provision of assistance to a sector over time,
focusing assistance on establishing the policy, legal and institutional pre-conditions for implementation
of new systems and processes and the presence of clear international commitments or benchmarks
providing oversight and support at both a technical and political level. Socio-economic impacts under
Component IV have been harder to achieve principally because of scale and the need to be financed
principally from national resources after the programme has developed the structures and capacity.
Especially after the financial crisis, the funds for rolling out large scale social programmes developed
under the programme has been difficult. Challenges to impact are also caused by underestimating the
scale of funding or capacity needed at the planning stages for the changes planned as well, to some
extent, because of changes in national level policy priority from the time of programming to the
completion of assistance.

Sustainability

The lowest scores in the assessment of the programme were attributed to sustainability but, as with
impact, this is in part due to the methodology applied in the contributing assessments which
considered preconditions for sustainability as they were mostly undertaken during project
implementation. Around half the projects in the sample scored positively for sustainability but this may
not capture the real picture as the absorption of programme assistance by beneficiaries often takes
longer than the monitoring system records. In many instances, the programme provides advisory
support for the establishment of nhew mechanisms, rules or systems that cannot be implemented
immediately but which require lengthy consideration by both government and society before they are
implemented. The Commission Services increasingly addresses this by providing support to sectors
over a longer time period, using a range of mechanisms to support sector development and
establishing a series of conditionalities prior to committing funds. These are not however always
effective in practice. Sustainability is negatively affected by low commitment to results from beneficiary
institutions (low ownership, change of institutional structures, low political priority), insufficient funds to
maintain the process of change, turnover of trained or ‘key driver’ staff and changes in Programme
priorities over time. The Commission led programming process may reduce ownership. The generally
poor quality of strategic planning means that there is not sufficient understanding within beneficiary
administrations of the scale and scope of sector reforms and the length of time needed for these
reforms to be embedded is often longer than first thought.

Horizontal Issues

Whilst some sectors have interventions under different components of the IPA there is little coherence
between them as they use different programming, management and monitoring mechanisms. Even
where they are implemented by the same institutions, most of the processes are undertaken by
different bodies within them. Pragmatic reasons of timing in the procurement process substantially
contribute to the impracticality of combining the components. There is stronger coherence between
other instruments available to the Commission Services although their inclusion during the
programming process for the IPA could be more comprehensive.

The IPA and its precursor funds have been key drivers in the process of establishing donor
coordination and strategic planning mechanisms but this has been at the policy, political and financial
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level very much a joint exercise with other donors who offer much for the practical development of
implementation mechanisms for IPA II.

The IPA brings important value added to the process of Accession harmonisation, with key factors
identified by the evaluation including political support from EU institutions and a link between the
implementation of the IPA and progress in the political process of Accession negotiations; the
development of a regional perspective that promotes principally interconnected infrastructure
investments; scale, long term commitment and consistency in funding with a certainty that — for some
components - supports beneficiary government planning into the medium term; ownership of the
beneficiary country in programming and implementation; introduction of new concepts; and in the use
of peer organisations from the Member States for the transposition of EU ideas, concepts and values.

Potential contribution of the sector approach

The sector approach offers potential to address some of the IPA management issues identified in the
evaluation. It may in limited cases even lead to the provision of IPA assistance via sector budget
support. However, although some sectors may be piloted in Albania in the near term, this will take time
to effectively embed more comprehensively throughout the programme. The preparation of the
Country Strategy Papers has begun the process of concentrating assistance under IPA Il in a smaller
number of sectors which will reduce the number of institutions and concentrate management
resources. However, most of the other implementing structures and mechanisms will have to remain
in place and it is unclear how the expansion of indirect management will be pursued in those countries
currently under centralised control.

The Sector Planning Document remains a sector planning document for the IPA as opposed to a
sector planning document of the government that all financial sources will contribute to and as such it
is difficult to see how it provides substantial additional improvements to the current programming
approach. As, at least in the medium term, there will be no changes to the procurement mechanisms
and systems, the new approach in itself will not address the issue of lengthy administrative processes
in this area. The comprehensive results monitoring and measurement structures have yet to be
established and without both a centre of government verification mechanism and, importantly, a
results focused institutional mentality, progress towards sector budget support will be difficult.

By introducing ‘whole of sector’ planning and implementation approaches, the sectoral approach of
IPA 1l has the potential to concentrate all financial sources on a single development agenda and thus
maximise the impact that can be achieved. The need to create a longer term development perspective
should strengthen the comprehension of the beneficiary institutions of the sectoral change process
and subsequent political and financial commitments that will be needed to effectively implement that
change. However, the Country Strategy Papers prepared by the Commission Services are in the most
part broad and provide little in the way of specific focus for the programme and none of the sector
strategies had been prepared at the time of the evaluation. It remains far from clear therefore whether
the concepts of the new approach as envisaged by the Commission will be understood and integrated
into the beneficiary level planning documents and institutional mindset. The experience of IPA | has
been that technical change is more readily implemented than changes in institutional culture and this,
coupled with the delays and sometime confused approach in the new methodology, suggests that
effective implementation of a sector approach will take a significant time to embed.
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The introduction of the sector approach under IPA Il has the potential to build on lessons already
learned and address many of the impediments to sustainability seen in this evaluation.
Conditionalities including sufficiency of resources and clear institutional structures that are applied
variously between IPA beneficiaries will become standard operating processes under IPA II.

Recommendations

The evaluation identifies a series of key issues and provides a number of recommendations to
address them. A selection of the key recommendations are:

e The Commission Services should prioritise the establishment and ongoing support of
nationally centralised civil servant training institutions and infrastructures as a repository of
administrative capacity actions.

e For IPA I, the Commission Services should critically review for each country whether the
remaining funds can be absorbed in an effective manner or — as a one off event - whether
excess funds should be possibly deleted or reallocated to other priority areas where
absorption capacity is adequate for the respective remaining timeframe

e Future programming of IPA Il action documents should include an assessment of the realistic
timeframes needed in the specific beneficiary country for the production of suitable quality
documents.

¢ Some progress has been made with the identification of indicators at the country programming
level but this remains challenging for some sectors. All projects should where possible have
indicators which are SMART and have baselines and realistic targets.

e Until clear progress is made on the implementation of sector budget support, sector
programming under IPA 1l should improve the coherence of EU funds available by
systematically programming existing financial support mechanisms (MBP, TAIEX, SIGMA,
EUD operational budgets) over the medium term to maintain the momentum of change and
targeting of specific issues in a sector when IPA projects are not under implementation.

e All training components in action documents for projects under IPA Il should be critically
reviewed for absorption capacity of the potential beneficiary. All training should be orientated
around either a sector human resource management structure or a centralised civil servant
training institution.

e Until national level result measuring mechanisms are established and functional, Delegations
should engage in post project monitoring to ensure that results are achieved or recommend
corrective actions to ensure that they are.

¢ Impact evaluation for IPA needs to become more rigorous which will take both time and
resources. After the creation of clear OVIs, all programmes funded under IPA Il should
determine now information needs for subsequent counterfactual evaluations in the future and
make provision for gathering performance data.
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INTRODUCTION

This third round of interim evaluation of the Instrument for Pre Accession (IPA) follows on from other
interim evaluations in 2010 and 2012. The most recent of these evaluations covered substantially the
same period as for this evaluation, although it was limited to technical assistance and institution
building (Component 1) of the IPA. This evaluation targets primarily the sectors of Private Sector
Development (PSD) under both Regional Economic Development (Component llic) and Component |
and Employment and Social Policy (ESP) under Human Resources Development (Component V) and
Component | as well as a varying third sector in six of eight beneficiary countries®, almost exclusively
under Component | but including institution building elements of Transport (Component llla) in
FYROM. The methodology uses a range of different monitoring and evaluation sources verified by
interviews to develop findings and conclusions on the performance of the IPA as well as subsequent
recommendations designed to improve ongoing assistance as well as recommendations for the
implementation of the IPA Il instrument.

The overall objective of the assignment is to assess the extent to which the IPA programme objectives
have been achieved by judging the performance of IPA assistance in selected sectors from the
Financing Agreements (FA) 2007 to 2011 at result and impact levels. All IPA beneficiaries are
included in the evaluation (Albania, Bosnia and Herzegovina, Croatia, Kosovo, Montenegro, the
former Yugoslav Republic of Macedonia, Serbia and Turkey) covering both Component | and
Components llI/IV as appropriate.

There are two specific objectives. The first is to provide a qualitative and quantitative assessment of
the performance of the IPA with an analysis based around the evaluation criteria of efficiency,
effectiveness, impact, coherence, sustainability and value added. The second is to identify lessons
learned and provide recommendations to improve the performance of ongoing assistance as well as
programming and implementation of the IPA Il instrument.

This report contains four chapters and annexes. This chapter 1 contains the introduction and
background to the evaluation as well as a summary of the methodology. Chapter 2 provides findings
at the Programme level against the evaluation criteria. Conclusions are presented in Chapter 3 along
with a consideration of the extent to which the introduction of a sector approach can be expected to
address systemic problems and improve the performance of funding under IPA Il. Chapter 4 presents
the key findings from the evaluation and their associated recommendations. In the annexes
information is provided on the process of the evaluation, people met and documents reviewed as well
as more specific country level information that formed the basis for the evaluation findings in the main
report. It also includes an assessment of coherence by comparing the scope of the assistance in the
sample with the policy priorities of the European Commission.

“This designation and use of ‘country’ in reference to Kosovo when describing IPA beneficiaries throughout this report is without
prejudice to positions on status, and is in line with UNSCR 1244 and the ICJ Opinion on the Kosovo Declaration of
Independence
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1.1 Summary of the approach and methodology

The evaluation research was framed by on the OECD-DAC evaluation criteria of efficiency,
effectiveness, impact and sustainability, framed by ten evaluation questions:

Efficiency

EQ 1: To what extent are interventions financed under IPA efficient in terms of value for money when
delivering outputs?

EQ 2: To what extent are the implementation modalities efficient?
Effectiveness

EQ 3: To what extent are the interventions financed under IPA effective in achieving results, and what
possibly hampered their achievement? Had there been other factors (financial, social, political, institutional,
human factor) which prevented beneficiary countries accessing the results?

EQ 5: Were there relevant indicators and monitoring mechanisms to track achievement of results?
Impact

EQ 4: Were the outputs and immediate results delivered by IPA translated into the desired/expected
impacts; namely in terms of achieving the strategic objectives/priorities linked to accession preparation? Can
impacts be sufficiently identified/quantified?

EQ 7: How well did the interventions, financed under different components work together to reach the EU
enlargement policy objectives and strengthen economic and social cohesion?

EQ 9: To what extent has on-going IPA financial assistance contributed to achieving the strategic
objectives/priorities linked to accession preparation? Are there any elements which could hamper the impact
and/or sustainability of assistance?

Sustainability

EQ 8: Were the identified impacts sustainable? Was there any positive systemic, even unforeseen
impact beyond the IPA programme objectives?
Horizontal Issues

EQ 6: Which are the relative strengths and weaknesses of the programming and implementation
mechanisms under the different IPA components in the same sector?

EQ 10: What is the additional value resulting from the EU interventions compared to what could be
achieved by the IPA beneficiary country at national and/or regional levels without such interventions? To what
extent was IPA assistance instrumental in increasing donor co-ordination in the beneficiary country and or
beneficiary country capacity on strategic planning?

Research was based principally on secondary information sources (Results Oriented Monitoring
(ROM) reports and other monitoring and evaluation reports) using a sample of projects in the targeted
sectors selected principally by scale and availability of secondary information sources. Where
information sources were not available, scoring was imputed following the same methodology as the
ROM approach. Findings generated by the desk research phase were validated and elaborated by a
short field research exercise. A fuller elaboration of the approach and methodology can be found in
annex 2 of this report and the comprehensive structure included in the inception report for this project,
available from the contracting authority.

Introduction to the sector approach and IPA II

The findings and conclusions of the evaluation relate exclusively to IPA |I. However, in order to
enhance the relevance of the evaluation, recommendations have been developed for both the
remaining period of implementation of IPA | and the new 2014-2020 IPA 1l programme. Under the
latter, the current project based approach is to be replaced with a more sector based approach. As
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the design of the sector based approach was ongoing during the evaluation and to some extent varies
between IPA beneficiaries, it is useful to elaborate here the evaluator’s understanding of the concepts.

The sector approach outlined by the IPA Regulation’aims to take a more holist view of sectoral
development in a particular country, with programming seeking to define and support medium term
sector objectives, based where possible on sector level strategic planning carried out by the
beneficiary country. Delivering assistance will follow the existing procurement rules with the specific
policy objective of moving towards the delivery of assistance via sector budget support once
conditions and capacities allow. This would envisage direct financial commitments made to national
budgets in exchange for the achievement of agreed results at the sector level. Although there are
various approaches and definitions of the sector approach, the OECD/DAC guidance® provides a
series of key conditions: These have been considered when assessing the extent to which
recommendations from the evaluation are relevant for IPA I

In terms of practical progress made in implementing the new approach for IPA I, funding priorities
have been identified by a needs and institutional analysis in each beneficiary country, leading to the
identification of between four and nine sectors®. The programming process for IPA 1l started with the
preparation of Indicative Country Strategy Papers (CSP) by the Commission Services, which were
adopted in August 2014. Based on these CSPs, the beneficiary countries are required to prepare a
Sector Planning Document (SPD) describing amongst others the situation in the sector and its needs
and priorities. The SPDs in themselves are not formal programming documents since they do not
require Commission approval nor