Performance audit on the preparation for management of funds under the EU Common Strategic Framework in the new programming period 2014 – 2020 

(audited period  01.01.2012 to 30.09.2013)

This report evaluates the actions taken for good governance and successful use of EU funds in the new programming period 2014-2020 by analysing the framework set for achievement of national objectives and priorities through the use of EU funds. The fulfilment of the preliminary conditions has been reviewed. Evaluated are the conditions for good and transparent governance. Considered are the measures introduced for facilitating the beneficiaries and reducing the administrative burden.

1. With regard to the new programming period, at the European Union level, a new results-oriented approach is introduced
, which is based on three main pillars:

· clearly defined programme objectives, with sound intervention logic (results-oriented programmes);

· setting clear and measurable objectives (performance framework)

· defining preliminary conditions (carrying out reforms).

The process of preparation of the Partnership Agreement between the Republic of Bulgaria and the European Commission (EC) takes place in a very dynamic environment owing to the  lack of regulations in force  governing the management of funds, on the one hand, and the process at national level, engaging a multitude of  institutions, citizen and business representatives, on the other.
1.1 The starting point of the planning process of each public intervention is to identify the problem which must be resolved
. Analysis of differences, development needs and growth potential of the Republic of Bulgaria, presented in the Partnership Agreement, confirms that Bulgaria is the least developed EU MS according to indicators such as poverty or social exclusion, healthcare, economic sector structure, innovations, labor productivity, energy intensity, public management, control over corruption, the rule of law, etc. As a result of this negative situation, Bulgaria faces a demographic crisis with a stark tendency of decline in the size of the working-age population.
1.2. The problems identified are interconnected and require the use of a systematic approach to ensure synergy. EU finances must be mobilized on goals and actions that bring the greatest added value, which is in line with the European tendencies
. However, by the end of September 2013 there has not been any problem prioritization carried out based on the problems’ root causes, significance and impact in order to find the optimal and efficient solutions that would give the best value for money in the presence of limited financial recourses. Wasting efforts and resources trying to encompass all possible thematic objectives, constrains the chances for Bulgaria’s economic, social and territorial cohesion  with the average EU indicators even beyond 2020. 
1.3. The strategic and program documents successfully recognise and point out problems with direct bearing on growth and employment. However, not as successful are the efforts  to design actions for solving key problems in priority areas such as demographic growth, healthcare, education, labor productivity and employment. The direction for development is set, but basic strategic documents are not encompassed, and there is no clarity regarding the desired level of change. Moreover, the experience and results of the implementation of the previous programming period do not underpin the actions proposed for overcoming the problems and for utilization of development possibilities for Bulgaria. As a result, ineffective measures from the current programming period are replicated in the drafts of strategic and programming documents for the new programming period, thus leaving for Bulgaria the bottom positions in the EU development tables for the next 7-year period. 

1.4. The institutional framework has been analysed, but the strengths and weaknesses of reducing the number of programs have not been considered in the light of the experience from the current programming period and the new realities. Apparently, the previous model of programming by sector has been kept, which may provide continuity in respect of successes, but does so in terms of failures as well. With the exception of the new Operational programme (OP) “Good governance”, which combines the current OP “Administrative capacity” and OP “Technical assistance”, the rest of the programmes are retained, some under new names. The new programme “Science and education for intelligent growth” has been separated from the human resource development programme. The risks connected with providing adequate concentration of support are increased, which generates difficulties regarding the integrity of the projects to ensure synergies and optimisation of administrative expenses.

1.5. The European Union encourages economic, social and territorial cohesion, as well as solidarity between the Member States
. In order to promote its overall harmonious development, the Union develops and implements its own initiatives which strengthen its economic, social and territorial cohesion
. Considering the expected gross domestic product (GDP) growth
, according to estimates of the Bulgarian institutions, even at this stage it can be reasoned  that, there are no reasons to believe that Bulgaria is likely to reach the EU average in social and economic development even after 2020.
The Partnership Agreement draft sets out results to be achieved which do not clearly define the extent of the expected change and do provide for possibilities to evaluate the attainment of the thematic objectives. Overall, the referring to European or international indicators is avoided.
2. The establishment of an adequate system for monitoring and supporting the implementation of the preliminary conditions can serve as a guarantee for effective utilisation of the European Structural & Investment Funds (ESIF). Therefore, due emphasis should be placed on the performance monitoring framework by outlining control mechanisms and procedures in order to protect the financial interests of the state. The lack of a properly functioning control mechanism and an adequate response to the risks of nonfulfilment of the preliminary conditions in the future will endanger the effective utilisation of the funds in the new programming period.

3. The potential needed for the implementation of the programmes during the new programming period with regard to good (effective, efficient and economic) governance of EU funds could be provided through:

· existence of an understandable, predictable, flexible and practical legislative framework for EU funds management;

· optimisation of the management and control structure of the programmes and making it function to the benefit of the beneficiary;

· eliminating all unnecessary bureaucratic procedures and controls that add no value;

· shifting the focus from adhering to procedures and collecting documents when filing applications or implementing projects, towards seeking actual results and effects from implementing the projects.

· introducing ex-ante controls in order to ensure rationality of projects’ budgets while considering scale (expense limits, comparisons with other projects, market prices information, expense write-off, etc.)

· introduction of integrated electronic management of the programmes;

· managing institution instability and political interference risks. 
· strengthening the administrative capacity of beneficiaries for carrying out the activities in practice (product manufacturing and delivery of services, building infrastructure, selling on the domestic and foreign markets, searching for financing, innovations, project management), and not for gaining knowledge about bureaucratic rules and procedures.

A progress in improving quality is observed during the preparation of the Partnership Agreement and the programs. However, additional efforts are necessary for preventing the risks of nonfulfilment of the preliminary conditions, for improving the legislative and administrative framework, establishment of an evaluation and monitoring system, improving the access to EU funds and optimising the administrative burden.
Failing this, Bulgaria may again face the threat of having its EU payments suspended, financial corrections and non-achievement of the goals set for the new programming period, and in the long run, not overcome its significant lagging behind the rest of Europe.
� European Structural & Investment Funds include the already known from the current programming period (ERDF and ESF), CF, EAFRD and EMFF.


� GUIDANCE DOCUMENT ON MONITORING AND EVALUATION - EUROPEAN REGIONAL DEVELOPMENT FUND AND COHESION FUND


� Proposal for a Regulation of the European Parliament and of the Council on laying down common provisions on ERDF, ESF, CF, EAFRD and EMFF, covered by the Common Strategic Framework, and on laying down common general provisions on ERDF, ESF and CF and on repealing Regulation (EC) № 1083/2006, COM(2011) 615 final, article 16


� Treaty on the EU, Article 3


� Treaty on the Functioning of the European Union, Chapter XVIII


� National Reform Program, Convergence Program 2013–2016





