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Executive Summary

The objective of the Implementation Status Report (ISR) is to provide a synthesis of the performance of all ongoing Phare (FM 2001 – 2003) and Transition Facility (TF) 2004 programmes managed by the Slovak Republic (SR) under DIS/EDIS. The report consolidates the results and findings of sectoral (component) monitoring reports, National Fund financial reporting and most recent interim evaluation reports. 

The Overview of Implementation Status, the first section of the report, provides a brief review on implementation status of all Sectoral Monitoring Sub-committees (SMSC) in terms of their operational and financial performance, including co-financing and the overall progress towards effective and efficient achievement of the results and objectives of EU assistance. Major problematic issues impeding smooth implementation are highlighted. Furthermore, recommendations on the sector that need particular effort in terms of solving problems are formulated.

The Sector Implementation Status provides more detailed information broken down by sector in terms of operational performance (effectiveness and efficiency) and financial performance including co-financing. This section further elaborates on risks to successful project completion and introduces steps (to be) taken in this respect. 

Finally, the report draws Conclusions and Recommendations, a brief recap on the management of Phare and Transition Facility in Slovakia, in order to assist the Joint Monitoring Committee (JMC) in forming sound judgement and making timely and effective decisions.

Information about progress in contracting and disbursement broken down by sector together with a concise description of each project's implementation status is recorded in Annex 1. Comprehensive information on financial status at project level in Annex 2 and detailed information on past as well as upcoming tenders and contracts further supplement the data delivered by the Implementation Status Report.  

The SMSCs are report to the JMC via their Sectoral (Component) Monitoring Reports (Annex 4) and minutes (Annex 5) from their autumn 2004 meetings.

Key Findings

Phare has made a meaningful contribution to Slovakia's preparation for EU entry with a positive impact on accession programmes. Particularly successful interventions are noted for addressing certain acquis requirements of Internal Market, Statistics, Environment and many others. Infrastructure investments have been largely able to deliver intended results, even though their contracting was usually heavily delayed. On the whole 62% of evaluated funds were rated satisfactory, as much as 33% was rated unsatisfactory. Only 2% were evaluated highly satisfactory but almost 3% evaluated as highly unsatisfactory.

However, despite overwhelming majority of successful Phare interventions, some opportunities presented to Slovakia as a result of Phare support have not been fully exploited. 

Preparations for the Extended Decentralised Implementation System (EDIS) were delayed. The major impediments were caused by Slovakia's initial underestimation of EDIS' complexity and great challenges that had to be faced during this process as well as problems with contracting of stage II Gap Plugging.

Final EDIS audit report was delivered to Slovakia on 5 August 2004. Since the audit report comprised blocking (rating I) findings, publication of new tenders and endorsement of new contracts were temporarily suspended unless these were removed and the Commission decision to waive the ex-ante control was eventually adopted on 19 October 2004. Fortunately, a large majority of 2002 projects had been contracted or tenders launched before the suspension.

Nonetheless, a number of rating II and III findings were identified. They have to be corrected in a fixed timetable. That is why the National Authorising Officer (NAO) should maintain the EDIS coordination structures for their effective treatment. He shall also inform the Commission on the correction of EDIS findings/ fulfilment of EDIS recommendations on a regular basis. 

A number of projects suffer from design weaknesses. The immature projects with unfulfilled preconditions for implementation received Phare allocation at the programming stage. This concerns mainly the infrastructure projects with unsettled land ownership; missing building permits or inflated budgets resulting in delayed contracting and reduced implementation period threatening the project objectives' achievements. “The fact that such projects were approved by both sides (Slovak Government and the European Commission) is partly due to the onerous annual programming cycle and partly to the tendency to give a higher priority to the allocation and spending funds. The later point resulted from the political emphasis on disbursement, rather than giving priority to ensuring that projects were justified and had well defined, clear and achievable objectives.”

Further areas for concern are overambitious or vague objectives and poor indicators of achievement, which are not relevant or measurable, a few “project fiches and their logical framework matrices demonstrate little understanding of the purpose and requirements of these documents”
.

The implementation is sometimes accompanied by a lower commitment to/ weaker ownership of the project and its objectives from the side of civil service authorities – a downside recognised more often than not when comparing public and private interventions. Administrative capacities were sometimes unconsolidated, institutional memory of Phare recipient institutions was rather short because of high turnover of staff or frequent organisational changes. 

Alongside overambitious time schedules and protracted procedures for financing memoranda approval, procurement has been a major cause of delays in project implementation. Last minute contracting has become one of the characteristic features, however undesired, of Phare management in Slovakia. Here again the major shortcoming has been the insufficient consideration given to administrative and human resources (lack of procurement experience as a result of high staff turnover or understaffing).

As regards monitoring, commitment remains uneven, but is improving. Some monitoring reports at project level do not yet provide the factual enough information needed by the National Aid Coordinator (NAC) or for the interim evaluation. Although there is significant progress in the quality of monitoring reports compared to the past, most notably in case of the sectoral (component) reports issued by the Aid Coordination Unit, further effort needs to be exercised to make them a serviceable tool for decision-making process. On the spot monitoring of projects administered by the Regional Development Support Agency (RDSA) has to be enhanced.

Another shortcoming is that the stakeholders do not make full use of the outputs of the evaluation process in the project management. “Although the practice of developing recommendations for improving the management of projects has been effectively introduced and most of the recommendations are acknowledged to be feasible and useful, the follow-up is generally very effective only at department levels but much less so at the level of the whole institution“.
 In this respect, the National Aid Coordinator should further develop the dissemination mechanism for interim evaluation findings and conclusions.

Remedial Actions

Many difficulties with project effectiveness were attributed to the overall weakness of the project design and weak policy making structures and mechanisms for Phare programme. In order to stave off any adverse influence on programmes/projects' impact and sustainability a series of remedial actions has been taken by the National Aid Coordinator, National Authorising Officer and other implementing authorities.

The Ministry of Finance keeps coordinating the removal of EDIS findings via a Steering Committee. Report on accomplishment of rating 1 (blocking) findings and Report on accomplishment of rating 2 findings with one-month implementation deadline together with the request for launching the process to adopt a decision to waive the ex-ante control was sent to the Commission on 31 August 2004. Follow-up on the verification audit's findings/ recommendations is further reported to the Commission according to their implementation deadlines. The European Commission sent a letter to NAO on 23 December 2004 accepting all measures executed in relation to fulfilment of all findings with one-month deadline for execution after granting of the EDIS accreditation.

A multi-annual framework has been introduced for Transition Facility encouraging development of longer term strategic planning. A Planning Document for 2004 – 2006 Transition Facility Programming was issued by the National Aid Coordinator and approved by the Phare Management Committee and Slovak Government. This approach should lead to improve needs assessment and project selection. Only experience and later evaluation will show to what extant the Slovak Republic together with the Commission have been able to utilize the Planning Document as a real management tool. The Memorandum of Understanding between the European Commission and the Slovak Republic for the Implementation of Transition Facility was signed on 18 August 2004.

The National Aid Coordinator organised in December 2004 training on Transition Facility programming with a special focus on the development of skills and competencies in Institution Building project design. Similar exercise should be repeated during programming of 2006 Transition Facility allocation. Special attention is also being paid to formulation of indicators of achievement to make them quantified, measurable, time bound and thus usable for monitoring and evaluation purposes.

The labour market conditions for recruitment and retention of highly qualified public officials are unfavourable for the Civil Service Authorities to compete with the salaries in private sector and prevent the loss of experienced Phare staff. That is why the salaries of public officials administering EU-funded projects have been topped up. However, the attraction of Phare and Transition Facility for skilled and ambitious people will probably gradually fade away due to the phasing-out of these two programmes. In this regard, a key issue that has to be addressed now is how to ensure the sustainability of the capacity and expertise that have been developed under Phare until but also after the end of Phare and Transition Facility interventions, most notably in Slovakia where no post-accession role for NAC and his services have been defined.
An update on General Directive on Management of Phare and Transition Facility has been prepared to incorporate findings and recommendations from the final EDIS verification audit report. The updated General Directive should further streamline the management structures of Phare programme in all its project cycle phases. Abolishment of the Sectoral Aid Coordinator (SAC) function and strengthening of Senior Programme Officer (SPO) function clarify the relation between the Programme Authorising Officer (PAO) and SPO and eliminate potential conflict of responsibilities in performing their duties. After the ongoing commenting period, the Directive should be submitted to Slovak Government for approval in March 2005.
Transition from PRAG to GGAPP rules in May 2004 and to national procurement legislation in October 2004 also contributed to the confusion and administrative delays in tendering and contracting. On 4 February 2005 the Central Finance and Contracting Unit is therefore delivering training to line ministries on preparation of terms of reference and technical specification to further ease the transfer from GGAPP to national act on public procurement. Unfortunately, the adverse effects of contracting suspension (August – October 2004) and introduction of new procurement rules will cause repetition of last-minute contracting for 2003 projects.  
To eliminate any loss of funds critical assessment of risky projects is done continuously at the contracting meetings where all implementing agencies (IA), National fund (NF) and Aid Coordination Unit (ACU) are present. Beneficiaries are also encouraged to consider reallocation of funds where the possibility to contract them is very low. Moreover, all programmes/projects are monitored at monthly meetings to detect a need for project fiche modification in time.

The Aid Coordination Unit keeps organising training on monitoring procedures and report compilation for line ministries. Moreover, the revised General Directive should also streamline the management of monitoring function by elaborating more precisely on division of monitoring responsibilities between the SPO and PAO. As regards on the spot monitoring, the RDSA has prepared a schedule for the year 2005.

After agreement between the National Aid Coordinator and the European Commission an Implementation Status Report as a new monitoring instrument was introduced in May 2004 in order to improve the reporting on efficiency and effectiveness, operational and financial performance of ongoing Phare and Transition Facility programmes and projects. However, the Commission is encouraged to analyse the experience gathered in individual Phare and Pre-accession Instrument countries, identify and disseminate lessons to be learnt and, where applicable, adjust the template of the report in order to decrease any unnecessary administrative burden of double monitoring and remove the overlaps of individual parts of the report.

With respect to better dissemination of main interim evaluation findings and conclusions to a higher managerial level, the National Aid Coordinator presents the Evaluation Executive Summary to the Ministerial Council for European Affairs. Experience has already shown that interest in effectiveness and efficiency of Phare programme as well as evaluation findings and recommendations has risen.   

Conclusions

On the whole, Phare has been able to deliver recognisable outcomes. Weaknesses in project design, administrative capacities and management of individual phases of project cycle have been also identified. Responsible national authorities are fully aware of the need for further improvements. That is why concrete measures have been adopted in order to improve the national management structure as well as the implementation of individual projects.

Still, the implementation of Phare and Transition Facility is certainly not optimal and does not fully match a Project Cycle Management Guide. But let us not hold the standard up so high that any of the above-mentioned remedial actions would not seem to be good enough in Slovakia's effort to improve the management of Phare and Transition Facility programmes. 

Even though some projects did not end successfully, they do not have to be automatically assessed as a total failure provided that both the Slovak Republic and the European Commission are able to draw tangible lessons to be learnt from such experience and avoid its repetition.

Nonetheless, given the complexity of EU membership criteria, Slovakia’s catching-up with other candidate countries and current accumulation of systemic reforms (public finance, social and pension system, health care, education, decentralisation of public administration, judiciary), the achievements of Phare programme in Slovakia are rather remarkable. If we do not take the aforementioned circumstances into account, our understanding will be seriously distorted. At the same time, such appreciation should not prevent us by any means from constant yet incremental improvement of Phare and Transition Facility management and implementation.
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