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1. Abstract

This study tries to identify the causes of a less efficient management of international funds by central public administration authorities in Romania. The reasearch used data gathered from the main stake-holders of the external funding management, like Ministry of Finance, Ministry of European Intergration, Romanian Government, Delegation of European Comission in Romania, World Bank Office and other parties interested. Much of this research was set up on my professional experience within the system along with discussions and experience sharing with different experts, from public, private and third sector. 

Identifying the solutions was not a purpose of this reaserch, although few steps were emphise in order to enhance the Romanian administrative capacity to absorb international funds.

Several cross-cutting issues were identified, like: institutional, human resource, communication, managerial, organizational culture and tehnological issues. 

2. Introduction

Romania needs to build her administrative capacity in order to compute her contribution to the budget of the EU after the integration. One of the consequences of the poor administrative capacity is Romania’s poor ability to absorb the external funds. From this point of view evaluating the degree of the Romanian organizations to calculate figures referring to her contribution to the community budget is a main point. Preparing and developing the capacity of Administration to assure the finnancial flows towards the budget of the EU, and viceversa is a significant aspect. In the negotiations for integration this happens, because at the date of integration, Romania must be fully prepared to manage the payments due to the EU budget and also to manage the funds that the country receives from the EU. It is therefore to the benefit of Romania to build adequate institutions in order to manage efficiently and to absorb the maximum of the funds. In fact, the administrative capacity and the absorbtion capacity are standars that condition Romania’s quality of a beneficiary of the EU budget. 

3. Premises

In the context of EU enlargement, a nearly ireversible process, Romania is a beneficiary together with other candidates to membership, of an important noninversible finnancial support along with an impressive amount through loans . 

The legal grounds for receiving non-inversible financial support are found in the first agreements concluded between EU and the government of Romania, starting with the General Agreement between the European Comission and the Romanian Government signed on March 12, 1991. At the moment when the enlargement process was started the European Union commited herself to grant material support(financial support), so that at the moment of integration newly addmited member-states should be closer to the level of development of the initial member-states. 

The World Bank’s activity in Romania resumed in 1991 as Romania embarked on economic transition. Since then the Bank has approved 32 IBRD – finance operations, with a total commitment of US$ 3.3 bilion. Romania’s portfolio is the second largest in the ECA region in the terms of number of projects (Russia’s portofolio is the largest)and is fourth in terms of commitment.(after Turkey, Russia and Poland).  

While the potential beneficiares of the private sector and the civil society managed to do better, the authorities of the Public Administration, belonging either to central administration or local administration, did not succed in making use of these opportunities to the same extent, although the Romania’s portogolio of project has shown down a significant improvement compare to previous years. 

The cause are lying in the fact that administration rezist to new standars, a change in its working methods being always a challenge, and on the other hand because of lacks and shortcomings in the legal standars. 

	Finnancial assistance
	1992-2003
	2004

	PHARE
	2.286 billion E
	356.9 million E

	
	2003
	2004

	ISPA
	255.1 million E
	451.9 million E (Ro&Bulgaria)

	
	2003
	2004

	SAPARD
	162.2 million E
	168.4 million E

	
	2004 – present portfolio

	WORLD BANK/IBRD
	1.2 billion US$


Data: www.worldbank.org/www.mie.ro

The financial assistance for pre-integration, granted to Romania by EU, amounts to over 660 million euro annually. At the same time the IBRD is involved at present in 21 projects, whose financing amounts over one billion USD. These impressing amounts of money, whose absorbtion and management requires full managerial abilities/skills specific to project management and also adequate legal standards. 

It has been estimated that in 2006 the financial assistance for pre-integration to Romania will amount to one billion euro, so that Romania will benefit with the most significant support ever given by the EU to a country who is not a member state.
.

But these amounts to be managed properly need along with managerial skills and legal standars a new institutional capacity at the either central or local level. 

The general manager of the department for enlargement within European Comission, Mr. Landaburu was criticizing Romania for lacking the administrative capacity to attract and to manage funds granted by EU. The official of the EC was warning the Government of Romania that one of the prerequisite for Romania to join the EU in 2007 is to completely reform the Administration.

Chief of the Europaen Comisison Delegation in Bucharest, Jonathan Scheele, apreciated the Romania should have a multianual strategic approach of implementing the programs, in order to better absorb european funds. Jonathan Scheele said there is a strong need of planning strategic objectives for EU integration and a need of implementing them. 

Jonathan Scheele said that “ we are speaking about the ability to use efficiently international funds not only those coming from the Eu but also coming from IMF, IBRD and BEI”
. European official added that together with an increase of the funds that Romania will receive, she will have to develop her capacity of absorbing these funds, and that Romania need people trained to workout and to manage the implementation of such projects. 

The chief economist of IBRD maintaines that altghough there is some improvement noticed Romania still has problems to solve, in the perspective of concluding negotiations with the EU in 2004 and he mentions the slow level of reforms implementations, the corruption and the very poor capacity to use the funds allocated by EU.” This year there will be elections in Romania, it is important that efforts should be made in order not to slow down the rhythm of improving the business environment. Romania must grant priority to bettering the capacity of absorbtion of funds, so thet she can use them fully”specified the representative of IBRD.

4. The current situation

The capacity of absorbing european funds can be considered from a qantitative and a qualitative point of view. In the previous years Romania had a relatively high absorbtion ratio and in most cases there were no problems on the quality of projects implementing. 

According to World Bank officials the project portofolio in Romania has reached a level where it compared well and was ranked among the better performing portofolio in the Bank. 

During the past 12 months, Romania improved its disbursement performance attaining a relatively high disbursement ratio of 27 %, compared to the average of 14 %, during the fiscal years (FY) 96-98. This high disbursement ratio is the result of both the increased capacity of the implementing agencies and of the six projects closing during the period under review. Despite this achievement, the delayed implementation of projects in general remains a key challenge. Since 1991, when the Bank resumed its activities in Romania, only 20 % of the projects are completed in accordance with the original timetable. The recurring extensions are attributed to project complexity and array of delays during implementation, such as effectiveness delays, administrative delays, and coordination issues. 

In terms of PHARE program the sittuation is better than in the previous years. The PHARE 2001 has been fully contracted by Romania, within the 2 years period as EU procedures requires. 

Aware of neccessity for improvement, the Ministry of European Intergration performed an analysis on the neccessery personnel, financial and material means which was presented to the Government in 2003. This reasearch showed the fact that these resources are insufficient for making an efficient implementation of external funds received by Romania. The number of personnel in organizations managing international funds allocated to Romania by the EU within the system of public administration authorities is of 450.

The planned actions of the Romanian government provides to commit especially young people trained in the field of European business, motivated to work in the domain of integration in the 6000 extra-jobs during this year in the departments of european integration at local and central level.

An important step was made in 2002 when through a government decrete 
, at the level of each Ministry or central public administration structures, were established PIU(project implementation units) of Phare programs financed by the EU.

These PIU are direcly subordinated to Secretary of State within each Ministry in charge with problems of european integrations and international relations(or of the managers of agencies and institutions were there is no the positions of secretary of state). This meant a huge positive impact on enhancing the administrative capacity and operational coordination for PHARE project implementation, offering a greater opportinity for institutional development. 

According to data provided by the Ministry of European Integration there are now 40 PIU within institutions and organizations. Among the most important tasks of these units we mentioned the following:

· They identify and workout the proposals of financing projects, after previously consulting the management of the institutions and the other departments/structures in the institutions, potential beneficiaries of the respective assistance;

· They carry out all the required approaches asked by the launching of the projects in order to assure the eligibility of the project proposed(they fill in or they modify the project proposal, they change – if need be- the budget asked);

· They work out the subsequent document after the approval of the project draft for the effective progress of the project(term of reference, technical details, twinning conventions, with the support of specialized departments/structures);

· They fulfill their tasks in organizing bids, evaluating offers, selecting the contractor, negotiating and concluding the contract together with the implementing agencies;

· They coordinate and supervise the implementation of programs; to the end they keep the records on the objectives of the programs, their progress and their results;

The experiences accumulated so far in the work of the newly established structures and in the activity of the IBRD units showed that there are still some discontinuities in attracting and managing foreign funds by the central public administration authorities.

The research made so far showed that along with some project –specific issues, there is a number of cross cutting issues which affect all or nearly all the loans/nonireversible funds.

These are the main generic issues identified:

5. Generic Issues - Malfunctions

5.1. Human Resource issues - low  motivationand high turover

PIU’s personnel is made of public servants. The average wage within the public administration is lower than of private sector where project managers’s can earn up to 1500-2000 US$/month. The average age of the PIU’s personnel is under 30.  

In ordern to exercise the key functions of the PIU’s , such as general management and planning, financial management and procurement, monitoring and evaluation, qualified staff needs to be attracted and motivated. Because compensation in public sector is lower than in of private sector, PIU’s are not staffed with the highest professionals. Prompting and keeping the best professionals is virtually impossible given the low motivation (both intrinsic and extrinsic). Moreover, a high degree of turnover of the staff in these units has been observed – most of the employees prefer to choose the private sector (consulting companies) after a „hard-learning” period.

Altghough the needed legislation to allow different scale salary for PIU’s was enacted by the Government, there is still a manifested reluctance in applying a “double standard” within the ministries. Public servants are not directly interested in the success of a programme subsidized by the EU. Major shortcomings have been noticed within the Payments and Contracts Office in the Ministry of Finance, which works under the pressure of hundreds of simultaneous contracts, has to face the lack of resources, and whose employees are poorly paid.

Insufficient and ineffective involvement of the public servants from other departments and offices in carrying on successfully complex programmes. When projects are carried out successfully the reward system is poorly. PIU’s personnel usually benefit from scholarships abroad.

5.2. Communication issues/ barriers  

It is well known there is a scarce communication within  the public sector which has negative consequences on the horizontal communication as well as on the vertical one. The information flow is inadequate which leads to some weak points in the management of the funds.
· Public-public partnerships – mainly because of the poor communication, mostly on the central level, there is no public-public partnership culture (partnerships between various public institutions in order to prompt financing). Using outside expertise is only rarely resorted to - there is no effective communication between public institutions and, for instance, universities, professional associations; the situation is better in terms of public-private partnership, private sector had an important role in urging the development of this kind of partnerships.   

· Terminology – it has been noticed a use of different terms for the implementation units, even if from the viewpoint of the prerogatives these differentiations were justified (there are „implementation units”, „management units”, „monitoring units”, „project management units” etc. within the central authority structures);

· Stake-holders - weak focus on the importance of the stake-holders involved in the projects. This task involves identifying the clients and the partners and establishing positive relationships with them. The European Commission delegation, the World Bank office, the USAID or any other subsidiary of the international financial institutions are often seen as policemen meant to fine mistakes rather than direct partners interested in carrying out the programmes successfully.

5.3. Organizational Culture issues - Project  Management  culture  in  the  public  sector  in  Romania  is  in  incipient  stage;

There is no awareness of public institution top-management concerning the role of the implementation units for achieving the organizational objectives. Despite the clear statement of the political officials for improving the absorbtion capacity- the organisational context of the project management is not so well understand by political actors and managers within the public sector. The statement according to which „the basic knowledge of project management must be destined only to project managers; not to the managers of an organization” is already a cliché in the public sector. The idea is completely wrong. 

Basically it is not the management itself of a project which represents the the most serious issue in the public sector in Romania but the challenges of the “public sector” specific environment in which the project manager must act. It must be understand the environment in which the project is managed, as the creation of a project management culture is essential in such a context.

During the last years the main target groups of such instruction programmes were made of project/programme managers(personnel from the PIU). From this point of view the situation seems positive. Romanian National Institute for Public Administration and Ministry of European Integration provides such trainings in project management and the results have shown up in terms of managing projects. Unfortunately ,the topics of the trainings were connected only with Project Cycle Management. 

	Number of personnel trained

since 2001 by 

Ministry of European Integration in PCM
	PIU’s

	2001
	100

	2002
	160

	2003
	no available data

	2004
	70 - 300


Data: source-Ministry of European Integration

Training programmes have been carried out but as we have seen they are partly destined only to the personnel of the project management units. On a local level the situation is much better as project management fundamentals lectures have been organized and destined to a wider range.

But ruling out managers from other departments within the public sector who play an important part in carrying on such projects can lead to malfunctions and particularly in reaching out the objectives of the project. Thus, the managers of an organization must also know the context of project management and such tasks can be reached by using specialized instruction programmes, which finally will lay the background of a culture of project management in the public sector.

Making the political players aware of the necessity to create a project management culture within the public sector, mainly by providing training programmmes, and include this issue as a strategic one is equally important.

Managing such a complex set of processes without an adequate previous instruction and lacking the support of the organization can result in delays and failures.

„The project manager” is seen in the public sector as a person having a „random job”. Such issues have also been identified in countries with a longer history in  project management. The argument has been debated by Frame
 in 1987 and concerns the image „enjoyed” by this job.

Few people want to become project managers, as the concept is neither well defined nor well understood. In the Romanian legislation, this job has been regulated under the name of „project officer” according to the Classification of Trades in Romania” (CTR)
, and its connected mainly to the finnancial part of a project.

Certain aspects of creating an organizationl culture of project management within public sector can involve the following:        

· Creating a web-page dedicated to project management; such a page should present the projects carried out by the organization”(lessons learned), its achievements and failures;

· Creating a data base containing the plans of the projects carried out, minutes of the staff meetings, issues occurred in managing various projects and the way they have been handled;

· Setting an organizational communication programme meant to make the staff adhere to the values promoted by project management (within the organization people may start wanting to take up this job);

· Setting a motivation programme for the staff involved in carrying out the programmes successfully.(this important aspect it has been already adressed in this paper)

5.4. Institutional Issues – 

· Project Implementation Units(PIU)/Project Management Units(PMU) arrangements within the central public administration.   
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· The existence of several implementation/management  units within the same central public authority .  
An unefficient communication between various project management units belonging to the same institution lead to some important malfunctions. There have been where one unit manages PHARE funds whereas another one manages the projects financed by the World Bank – the lack of coordination constatnly leads to finance requests overlappings. Various financing bodies are requested to subsidize the same project. An issue which could be solved by creating a flexible structure within each central public authority. A structure that would coordinate all programmes carried out regardless of the sources of external financing.

· Excessive  bureaucracy  and  the typical increment of the public sector. 

PIU’s have to deal with very bureaucratic procedures to make possible the implementation of the projects. The place in the organization chart of the ministry/institution, the space taken and the minimum endowment required in order to exert the prerogatives have been set by  ministerial order.

In this case, the advantage lies in placing these units on the level of integration offices as projects are meant to support the adherence priorities and the commitments in the position documents processed by the integration offices. But this new type of organizational structure lead to the following isssues:

· Distorting the message between the project manager and the institution’s top management. In some cases the formal authority of the project manager is minimum. 

· The decisions are made on the state secretary / minister level – responsibility is not delegated to the lower levels. The real issue of EU funds is the lock up in the Ministry of Finance, which not only causes delays in the management of funds, but also makes the procedures more difficult and intricate. There are cases in which every petty document must be a collection of signatures and counter-signatures only to avoid delegating responsibilities to lower levels. 

· In some cases, the duties of these units newly established are often very vague. Sometimes PIU’s duties have no connection with project management of the external funds(especially in the case of ISPA, IMF, IBRD funds)

· Difficulties in solving complex issues given the human resources component uniquely specialized. In the case of cross specialized units there have been noticed a lack of a clear boundary between the assignments of the team members from the viewpoint of the project and the routine assignments (according to the job description) can cause errors / operational stops in carrying out the project.

· The lack of a strategic view on the long run; the lack of a well developed strategy by which the financing sources on the long run could be identified taking into account the whole range of subsidy sources, as well as a sound monitoring mechanism for strategy implementation.    

5.5. Managerial  issues – lack of abilities in managing the projects;

The selection of the project manager is often made randomly; the best specialists within the functional departments are not always the best project managers. There is no focus on professional and personal development of the potential project managers instead of assigning them arbitrarily; (Assigning the project mangers without a previous professional training and expertise means punishing them right from the start and at the same time endangering the objectives of the project).

There are cases when a functional manger in an organization becomes a project manger, thus having to turn into a man who can do everything, as they have to continue to supervise the activity of the department they run as well. Whereas the functional manager has an annalytic perspective over the typical issues, the project manager handles the issue systematically, analysing the parts from the viewpoint of the entire picture, of the environment in which the system carries on its activity.

5.6. Tehnological issues

There is a strong need for specific project management software within the public sector. An important step was made one year ago by Romanian Government when new programme was lauched:” The Computer System Designed to Monitor the PHARE Programme”, which was made by the Ministry of European Integration and was subsidized by PHARE. The application was installed in 27 institutions responsible with the technical implementation of projects and 104 public servants were trained to use the system and to fill in the data base. 

In the future the existing computer system has to be extended to other financial instruments used in the pre-adherence process (ISPA connected to the SAPARD one), as well as to the support provided by the member-states, according to the bilateral agreements.

PIU’s personnel are overwhelmed by tens of thousands of contracts, like in the case of Phare, Sapard, ISPA, BERD, BEID. People still have to process tens of thousands of files and piles of paperwork.

The lack of such solutions has a strong impact mainly on the efficiency but also on the transparency of the activities of the administration. There is no other easier and more simple way by which anyone could have access to information and could solve various everyday issues. Whatever the issue – be it fund management or monitoring bids or any other service matters, a sound and real control on activities important to society is introduced by using electronic devices.  

Software application is important for having efficient procedures in monitoring the implementation of projects. The purpose of using computer systems is to identify the risks which may occur during the absorption process. There is a strong need for monitoring the projects progres by specific project management software.

6. Conclusions

Paradoxically, in a country where the economic situation should generate a real competition for funding, the project management culture especially within the public sector is lag behind. The long delays between the handing on of the projects and the actual collecting of the money, managing many projects by lacking an effective structure and trained personnel can lead to a fall in the interest of the potential beneficiaries of the finance programmes.

Making all the stake-holders involved aware of a successful fund management is the first step to success. Priorities mentioned in the “Road Map” established in the december 2002 at the summit of Copenhagen, as well as the sensitive points mentioned in the Report of the European Comission, published last year, as concern the absorbing capacity are also found in the Plan of Priority Measures conceived by the Romanian Government for European integration. It’s up to Romania to  all the steps identified.
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